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1.  Purpose of White Fish Study

The European white fish seafood processing industry relies on a consistent and
sustainable supply of raw materials in order to satisfy the ever increasing demand for
added value products by consumers, both in domestic and out-of-home consumption.

The issues and conditions of supply have changed significantly since the first annual
report was issued seventeen years ago. Since that time, not only has the added value
market developed enormously both in volume product sophistication, but the raw
material supply sources and much of the primary processing have shifted out of
Europe to a significant extent. New species have also risen in importance with the de-
cline of traditional ones, such as cod, whilst aquaculture products are now having an
impact.

Such significant changes bring with them new challenges, some which are not only of
direct concern to the processors, but to the consumers as well. Among these can be
included sustainable fisheries, ethical and legal supply, international trade consi-
derations, including trade tariffs and the growing demand for ecolabelled products.

Supply statistics in the report are based on analysis and interpretation EU Eurostat
data. However, it is becoming increasingly clear that with improved processing
efficiencies, official yield factors for converting fillets back into whole fish equivalent
can now overstate the amount of fish used quite significantly.

Key developments highlighted, which can impact supply and environmental impacts
are based on the experience of AIPCE members and the proactive steps they have
taken to either enable supply or to mitigate potential supply issues. The aim is to en-
sure a price competitive supply base meeting stakeholder and consumer expectations.

2. Overview of the Study Findings

Whilst the supply analyses are for 2006, data is not readily available until well into
2007, so the discussion within the report is current to August 2007.

The overall trends are very much following those of previous years with declining
supplies from EU waters coupled to further increases, including from aquaculture
sources, from third country waters.

Eurostat and Customs codes have not identified all species individually, so that, for
example, certain species such as Pangasius (Vietnamese catfish), Nile perch, and
tilapia are all classified together. Such species are increasingly important to the
processing and market economy in Europe, so AIPCE is seeking to rectify these data
deficiencies with the EU Commission. With fillets produced and imported from all
fresh water fish equivalent of over 560,000 tons live weight; this is now almost equi-
valent to the total volume of all hake species. A separate evaluation of Pangasius has
been completed to demonstrate the growing importance of this species, where around
100,000 tons of fillets, after deduction for glaze, was imported. This clearly de-
monstrates the need for more detailed data to be collected by the EU and AIPCE.

In the previous report reliance on imports for all fishery products was estimated to rise
from 58 % in 2005 to 60 % for 2006, but the actual figure was 67 % and is estimated
to be 69 % for 2007.



Whilst the concerns over IUU fish, illegal, unreported and unregulated fish supply,
had been growing in previous years, these developed further during 2006/2007, with
particular concern over cod from the Barents Sea and the Baltic. However, proactive
steps by Governments, NGOs and industry do now seem to be significantly reducing
the problems.

AIPCE previously developed and agreed a Control Document, to be followed by
members for the purchase of cod and haddock from the Barents Sea. This was adopted
in September 2006 and positively endorsed by WWEF. A similar Control Document
was adopted for the Baltic in October 2007, with the full backing of the Polish
member association. The launch of the document was accompanied with a press
release requesting the Polish Government to comply with EU demands to enforce the
ban on cod fishing for the remainder of 2007 and not to encourage any further fishing.

The North East Atlantic Fisheries Commission, NEAFC, Port State Control Procedure
for Frozen Fishery Products, which came into force on first May 2007, has been seen
to have a positive impact on the Barents Sea fishery. In the first 6 months to October,
over 600 Russian landings within Russia and NEAFC signatory countries were
accepted without any issues arising. The statements made by President Putin that
Russia had to comply with all fisheries legislation in order to protect the long term
interests and value of their resource, clearly impacted as well.

In the Baltic region, the eight EU member state governments at the Baltic RAC in
May 2007 were signatories to an agreement take positive action to control [UU. This
was seen as a very positive move, so it was unfortunate that the Polish Government
subsequently delayed implementation of EU restrictions on cod fishing, as referred to
above.

Proposed EU legislation to control IUU, including for imported prepared fishery pro-
ducts, was issued for consultation in early 2007, with draft legislation is anticipated
later in the year. Whilst AIPCE welcomes the proposals, they have stated that
legislation should be proportionate, targeted and should neither disrupt trade from
reputable sources, nor unduly impact developing countries.

The EU legislation concerning autonomous trade tariffs for certain fish species
finished at the end of 2006, but despite early negotiations with DG Fish, new legis-
lation was not agreed in time for continuation without interruption. In fact, it was July
before final agreement was in place, which added to the financial burdens on impor-
ters of fish for processing. An improved system has to be in place before the comple-
tion of the current 3 year agreement at the end of 2009, so that there is not the dis-
ruption and uncertainty seen this year. Whilst AIPCE requests for increases in relief
for cod were initially treated with scepticism, due to the potential IUU problems, there
is no doubt that the AIPCE Control documents assisted in welcome increases in the
quota and a new agreement for cod fillets.

Primary processing of raw material fishery products has continued to increase in third
countries, supplying semi-prepared products for the European added value processing
industry. This has raised questions concerning socio economic impacts in third coun-
tries and carbon footprint/food miles.



Many AIPCE members already apply international ethical auditing standards to their
supplies from third countries. Since these third country processors are often new to
the industry, they are often not only exceeding EU hygiene standards and require-
ments, but are fully compliant with international labour laws as well.

With respect to carbon footprint, because semi processing and finishing of fish raw
materials is typically by hand in third countries, rather than mechanically done, yields
can be up to 30 % greater than in Europe. New energy efficient transport vessels,
handling up to 14,000 container units per shipment also significantly reduce fuel
usage, so that overall, carbon footprints can be less than processing in Europe. This is
clearly counter-intuitive, but some initial studies are confirming this, although much
more thorough investigation is still required.

The EU debate on what action to take over ecolabelling of fish continued throughout
2006, with AIPCE supporting Option 3, which is independent third party certification
initiatives, but in compliance to minimum agreed EU standards. Meanwhile, the
number of fisheries certified to MSC standards, which are in full compliance with
FAO Guidelines, continued to increase. Ever more retailers and brand owners across
Europe are now adopting and applying the MSC label on their products, which is
driving supply demand to a significant degree.

Overall, the fight against IUU, sustainability and carbon footprint/ international
supply matters are expected to dominate the work of AIPCE white fish supply matters
during 2007/2008.

3.  Supply Trends
3.1 Total Fish Supply

Whilst this is a white fish study, the overall supply situation across all species reflects
that of white fish with respect to increasing reliance on imports from third countries.

Table 3.1 (in the tables section) details the relative food balance between EU total fish
catches, with adjustments for industrial fish catches for non-food use, EU exports and
imports.

The analysis can be expressed in various ways;

Fig. 3.1 details the actual total EU food fish catch for consumption and imports since
1995, estimating the values for 2007. Note that the EU accession in 2004 increased
membership from 15 to 25 member states. With accession came increases in available
fish stocks, but also adjustments to take into account fish volumes that would have
previously been classed as imports/exports between these trading partners have been
taken into account.

The steady increase in demand is evident with this being met by imports.



Fig. 3.1 Development of Third countries imports and EU catches"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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Fig 3.2 illustrates the relative percentage increase in fish import volumes based on EU
fish catches for consumption. In this example, fish exports out of the EU, which will
include pelagic fish and shellfish in particular, have been deducted from the EU catch
quantities.

Fig. 3.2 Development of the relation of "Third countries imports / EU catches"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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Fig 3.3 expresses the declining self sufficiency of the EU on EU catches as a per-
centage of total consumption, including imports. For 2006, this dropped to 39 % and
it is estimated to be just 36 % in 2007.
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Fig. 3.3 "Changes in EU Catch and Self Sufficiency in Relation to third Countries"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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Fig 3.4 is now indicating a rise in fish consumption, no doubt reflecting the growing
awareness of the potential health and nutritional benefits of fish, which is both high-
lighted in the media and in statements or advice from a number of Member State
Governments.

Consumption across the EU has risen to an estimated 26.5 kg/caput/year, but the
figures vary tremendously across member states.

Fig. 3.4 "Actual Supply for Consumption™
(from 1995 to 2003 EU (15), from 2004 EU (25))
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3.2 White Fish Supply
3.2.1 EU Supply Base
3.2.1.1 EU Quota by Species

As can be seen in Table 5.1 (in the tables section), of the 5 important white fish
species to AIPCE that are caught within EU waters (cod, haddock, hake, saithe and
Atlantic redfish), with the exception of cod, where there was a slight increase, all ex-
perienced catch quota cuts for 2006, Overall, his represented a fall in volume of 7.8 %
from 447,384 to 412,630 tons of fish.

3.2.1.2 EU Catches by Quota Species

Whilst catches for all the species of interest were once again well below allowed
quota, for 2006, the overall catch actually increased to 319,740 tons against 313,460
tons in 2006 with the largest gain in Saithe and a small gain in cod. However, overall
the catch was 77.5 % of quota.

Rather than this being this is a reflection of over optimistic quotas, it is probably due
to the severe effort restrictions placed on the fleet as part of the effort reductions for
the recovery plans, for cod in particular.

3.2.2 Total Supply Base

3.2.2.1 Eurostat Statistics and Conversion Factors for Fishery Products back to
Live weight Fish Equivalents

The Whitefish Study calculations have been from the same base conversion factors
since the first report of 17 years ago. Since that time, many changes have taken place
in the supply and primary processing into headed and gutted (H&G) fish and
subsequent preparation of fillets and portions, skinless and skin-on, both fresh and
frozen. However, an alternative calculation is proposed in this section for part of the
cod production, which could potentially be extended for other species as well, such as
haddock and Alaska Pollock.

In Europe, heading and gutting, carried out both at sea and on shore, is now often by
mechanical means. Likewise, fillet preparation and skinning is usually carried out
mechanically, with final trimming by hand, when pin bones are typically removed,
along with a portion of prime fish, which is subsequently mechanically deboned to
generate a recoverable arising of mince.

However, with the rapid transfer of primary processing of frozen H&G fish to China
and the Far East, skilled process staff in those countries are able to carry out both
filleting and trimming by hand. This not only results in superior presentation, but also
a significant fillet yield increases without the need to generate an arising of mince.

Fillet yields from H&G cod, for example, can be in the range 68 to 71 % from China,
compared to around 57 % in Europe, but with and additional 5 % arising of mince
from the European process.



So, when taking Eurostat import statistics, what conversion factors should be used to
back-calculate the quantity of fish used to generate the fillets? The EU Commission
has a number of agreed factors, but there is not unanimity of approach and adoption of
factors across EU member states as a whole. In fact, the EU and member states have
debated a non-paper on adoption of common factors as recently as April 2007, but it
understood that there was only partial agreement and that further investigation needs
to be undertaken.

This is clearly an important issue at EU level, since a wrong factor for H&G fish
could seriously impact the compliance of catch against quota. Similarly, by applying
conversion factors for fillets that do not reflect recent significant yield increases, the
amount of fish utilised could be overstated by a large margin. This in turn could imply
a level of fishing and potentially of IUU that is significantly over and above reality.

Taking cod as an example, there is no EU agreed factor for H&G cod, so a German
Government factor of 1.7 has always been used, whilst a value of 1.5 is used in
Russia, Norway and the UK.

The official factor for skinless cod fillet is 2.95, whilst a more appropriate factor for
Chinese produced fillets would be 2.29.

On the basis of the alternative factors applied to H&G cod and for fillets from China,
this could have the impact of reducing the whole fish equivalent calculated volume by
over 72,000 tons.

Clearly there is a need to understand and to apply factors that more adequately reflect
the processing yields not only for H&G cod and fillets from China, but for all cod and
other whitefish preparations from all countries and regions.

All the tables and calculations in this year’s report are based on the factors used for
the past 17 years, but AIPCE have agreed to better understand yield changes and
conversion factors for all species ahead of preparation of the 2008 report, and to
reflect these in the calculations. This will clearly require the cooperation of fishermen
and processors, both within the EU and in third countries. It also needs the EU
Commission, Member States and FAO to appreciate these issues, since the impli-
cations for reporting total catch, potential IUU and even tariff and levy charges could
be impacted.

Logic would also dictate that processing yields have dramatically improved over
recent years because official catch volumes of many species have declined, as out-
lined in this report, [UU is being brought under control and yet until recently, there
has been reasonable price stability coupled with continued growth.

3.2.2.2 Results

Whilst the overall fishery product supply base is reliant on imports to a level of 66 %,
as described previously, white fish dependency remained at 90 % for 2006, as indi-
cated in Table 4.1.

Overall, the total supply volumes increased slightly to 3.1 million tons, of which cod
was 1.1 million tons, but Alaska Pollock increased to 810 thousand tons from 610
thousand tons the previous year



Fig 3.5 indicates the import dependency by species.

Fig. 3.5 "Import Dependancy by Key White Fish Species for 2006"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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However, cod, hake and Alaska Pollock remain the most important species in
descending order and total volumes utilised are indicated in Fig 3.6, again based on
the analysis of table 4.1.

Fig. 3.6 "Total volumes Utilised by key White Fish Species for 2006"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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3.2.2.3 Fresh water fish species supply

In addition to the marine white fish supply base of key species, as traditionally
reported and based on Eurostat figures by species, there are in addition a general
accumulated data bases for other fish species. Within this list, there are fresh water
fish species that are rapidly growing in importance to supplement the traditional white
fish supply and which are having a considerable impact on the market.

Table 4.12 lists Eurostat third country imports of freshwater fish species, from which
it can be deduced that Vietnam will be Pangasius, whilst the African countries will be
mainly Nile perch, with tilapia mainly arising from African and Asian countries and
zander from Russia. Total volume supplies, expressed as whole fish equivalent, were
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in excess of 560,000 tons in 2006, or equivalent to the total hake tonnage from all EU
and third country imports. These were principally imported as fillets, mainly frozen,
but also fresh.

Pangasius, Vietnamese catfish, or Basa as it is also known, is the most important
freshwater fish species, which is undergoing an exponential expansion of aquaculture.
This is also reflected in an exponential import growth into Europe, as can be seen in
Figs 3.7 and 3.8, which are based on figures from the Vietnam General Dept. of
Customs, courtesy Mitsubishi Corporation. Sales into Europe in 2006, which would
include Norway, were declared at 123,212 tons of fillets, being 43 % of total pro-
duction. The deep skinned fillets are white and have a shape and appearance similar to
sole. They are very often treated with polyphosphates to give a 5 to 10 % water uptake
and are glazed to a minimum level of 10 %, but typically 20 %. This would then
decrease the true export volumes to Europe in excess of 93,000 tons of actual fillets
when allowing for those few importers that take untreated fillets, but Eurostat would
suggest 104,000 tons of Pangasius fillet imports. The implication of this is that many
importers are not declaring the actual fish weight net of glaze and additives and are
therefore paying tariffs on an element of added water.

Table 4.12 Eurostat reflects the 104,000 tons of imported Pangasius fillets as 343,000
tons live fish equivalent.

Total live weight production of Pangasius in 2006 was over 800,000 tons, but is
expected to be 1 million tons in 2007 and 1.3 million tons in 2008, so that the rate of
growth of Pangasius imports can be anticipated to continue.

The somewhat detailed description of Pangasius imports and anomalies in calculation
are included to highlight the issues that can arise with a single species from a single
aquaculture source with a well accepted conversion factor from whole fish to fillet.
This serves to illustrate the much bigger issues to understand as discussed in 3.2.2.1
above.

Clearly also, it is essential that Eurosat data is able to identify specific freshwater
species going forward and AIPCE are making good progress with the EU
Commission to allocate specific taric codes to these going forward.

Fig. 3.7: "Total Global Exports of Pangasius Fillets (Glazed)
from Vietnam'
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Fig. 3.8: "Global Export Market for Pangasius (Glazed) Fillets:
2006"
(Volume)
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3.2.2.4 Salmon Supply

Whilst salmon is not a white fish species, as availability has increased and prices have
fallen/stabilized at lower levels over the years, there has been an appreciable level of
substitution of white fish by salmon. In some retailers across Europe, salmon can now
account for half of all fish sales.

Table 4.12 indicates an overall import of 705,948 tons of all salmon species, based on
whole fish weight equivalent for 2006, an increase of 5 % over 2005. To this has to be
added the 190,000 tons of production within the EU, principally from Scotland, so the
total available volume exceeds that of Alaska Pollock.

Fig. 3.9: An Analysis of the volume of unprocessed and processed salmon
imported into EU from third countries for 2006
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Norway dominates imports of both whole salmon fresh at 96 % and fresh fillets fish at
95 % of the totals into the EU.
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However, the position is quite different for frozen whole salmon, fillet and frozen
prepared salmon products. For frozen fillets, then as can be seen in Fig 3.10, Chile
dominates, followed by China, Norway and the USA. Chile fillet production and
import has doubled over the last 2 years to 97,679 tons equivalence of whole fish in
the past 2 years.

Chile was able to take advantage of the confusion that reined during the EU
imposition of salmon import Safeguard measures, that would have affected all
countries, but that were then changed to a Minimum Import Price restriction that
could only target Norway.

Import of salmon fillets from China at 62,049 tons equivalent whole fish, will also
include and element of wild Alaska salmon.

Fig. 3.10: An Analysis of the volume of Frozen Salmon Fillet imports

(by country) into EU for 2006
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Since Alaska salmon was MSC certified, an EU market for ecolabelled salmon has
developed across Europe, so that in addition to the 9,989 tons of fillet, whole fish
equivalent, there is an element of the Chinese fillet production to include and then
there is an additional 43,170 tons of prepared salmon products, plus 24,660 tons of
whole salmon imports. Couple these volumes with Canadian imports and probably
around 18 % of all salmon imports are of wild Pacific salmon, whilst the vast
percentage of the rest is aquaculture Atlantic salmon.
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Wild Alaska Salmon Processing China, courtesy Trident Seafood’s USA

33 Principle Supplying Third Countries

Table 4.3 provides an analysis of the third countries supplying white fish and its form
that is fresh, frozen, whole filet, meat etcetera into the EU, whilst the subsequent
tables to 4.10 provide a detailed breakdown by species.

From the analysis in Table 4.2, the following pie chart, Fig.3.11 indicates the volumes
supplied by each third country. Once again, China is the clear leader, having signifi-
cantly increased the gap between it and Iceland and Norway respectively.

Virtually all of the whitefish processed by China has its catch origins in the traditional
third country fishing nations such as Iceland, Norway, Russia, USA and New
Zealand. Concerns have been raised within the NGO communities over the role of
some aspects of the activities of the Chinese fishing fleet with respect to IUU fishing
in the southern oceans and the African coast. Whether this is a major issue or not has
nothing to do with the processing of white fish, other than by national association,
since the white fish has its catch origins in quite different international regions, is
caught by other countries and is usually purchased by the European processors or their
agents.

Traceability of any fish source is essential, however and this has to be from source to

factory carrying out any semi-processing operation onto the final processor and added
value product.
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Fig. 3.11"Volumes of White Fish supplied by third Countries"
(from 1995 to 2003 EU (15), from 2004 EU (25))
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3.4  Importance of Semi-Prepared Fish Imports

Again, based on Table 4.5, the ever growing importance of semi-prepared processed
fish for the European value added secondary processing industry can be seen in Fig.
3.12.

Fig. 3.12 "An Analysis of the volume of unproc d and proc d important white fish species
imported into EU from third countries for 2006"
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Whole fish imports, fresh, continued the decline by a further 16 % in 2006 compared
to 2005, whilst whole frozen increased slightly by 5 %. To some extent, this reflects

15



the declining primary processing facilities within the EU, as national white fish lan-
dings decline.

Fresh and frozen fillet imports increased during 2006 by 7 % and 11 % respectively.
Iceland was the dominant supplier of fresh fillets at 65 % of total compared to Nor-
way at 26 %.

Fresh fillets are an indication of the growing demand for chill fresh fillets into the fast
developing chill markets of northern Europe. Both Norway and Iceland are able to
maximise their added value from their fresh fish by shipping and/or flying high
quality products to the EU on a daily basis.

The frozen fillet market, by contrast, saw China consolidate its grip on this semi-
processing sector with an 11 % increase in share to 425 overall.

3.4.1. Carbon Footprint

2006 saw an increasing voicing of concern in some quarters over the use of South
Eastern Asian countries for semi-processing for Europe and the impact of food miles
on the carbon footprint. There is a need to carry out detailed life cycle analysis to fully
understand the impacts of these processing routes and indeed this is being studied by a
number of organisations already. However, there are distinct advantages to be gained
by processing in countries that have a skilled manual labour force. Yield increases of
up to 30 % of fish weight can be achieved, as described in 3.2.2.1 above, linked also
to quality benefits, when compared to the use of mechanical processing techniques in
Europe.

Primary Processing White Fish China
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Transport impacts have been quoted as being very significant, but with the
introduction of bigger shipping vessels, now able to carry up to 14,000 container units
and burning cleaner fuel more efficiently; this is now a far less significant factor.
What then intuitively can be considered as a negative process may even have positive
benefits, although this has yet to be conclusively verified.

Loading container Ship in Qingdao bound for Europe. This vessel capacity is 9,000
trailer units, but 3 new vessels now 14,000 trailer unit vessels burning clean fuel
efficiently.

3.5 Illegal, Unreported and Unregulated Fish and Confidence in the Supply
Chain

IUU has continued to be a key topic of debate within the EU Commission, by member
state governments and NGOs, all of which has the potential to shake consumer
confidence in fishery products.

3.5.1 Barents Sea Cod and Haddock Supply

Problems of IUU cod and haddock fishing in the Barents Sea negatively impacted
AIPCE members, whilst the EU Commission even questioned the justification for
import tariff reductions on cod, despite the EU fisheries inability to supply the market.

AIPCE therefore took measures to formalise the purchase and supply conditions,
already in use by many members, to ensure that [UU black fish did not enter their
supply chains. A Control Document was agreed in September 2006, endorsed by
WWEF and welcomed by EU DG Fish.
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The Control Document has been supplemented with a proposed ‘Letter of Warranty of
supply’ and the document itself was modified to take account of the North East At-
lantic Fisheries Commission, NEAFC, Port State Control System for frozen fish that
came into force on first May 2007. This requires all signatory nation flag states to
require their fishing vessels to report their positions every 2 hours, catch on a weekly
basis and pre notification of landing, at designated ports only, 72 hours in advance.

After the first 6 months of operation, more than 600 Russian Barents Sea white fish
landings have been made in Russia and other NEAFC state signatory countries
without incident.

It is to be hoped that the official NEAFC system and AIPCE Barents Sea Control
purchase conditions will substantially combat the IUU issues in the Barents Sea,
particularly as transhipment at sea is also tackled.

3.5.2 Baltic Sea Cod Supply

Alleged TUU in the fresh fisheries, particularly for cod, has also impacted AIPCE
members, one of whom has taken significant action to ensure that the problem is
tackled. In addition, AIPCE developed a Purchase Control Document system for this
area as well, which was officially adopted at its general assembly in Gdansk October
2007. This was launched with full support of the Polish member association and was
accompanied by a press release calling on the Polish Government to comply with EU
rulings on the ceasing of fishing for cod in the Eastern Baltic for the remainder of
2007.

Additionally, AIPCE has worked in support of its Polish member association to seek
further onshore support for the Polish fleet and processing industry, which is suffering
severe financial hardship as a consequence of cod quota restrictions.

3.5.3 EU Commission Consultation to Control IUU

DG Fish launched a consultation early in 2006 on measures to control IUU both
within the EU and internationally. The proposals would impact imports of both fish
and fishery products that would require proof of origin and confirmation of legal catch
by the flag state of the fishing vessel.

AIPCE has supported the proposals, including IUU definitions to include internal
fisheries, but is recommending a risk based and targeted system that would neither be
over-burdensome to international trade, nor adversely impact developing nations. The
latter would no doubt need extra support to develop control systems.

3.5.4 NGO Fish Lists and Alternatives for Industry

NGOs are increasingly developing their own ‘Fish Lists’ which often categorise fish
onto green, amber and red lists, but without differentiating between individual fish
stocks. For instance, the Icelandic cod stock, despite recent quota cuts, is in a far
better state of health than the N. Sea stocks, whilst the Alaskan Pacific cod stocks are
MSC certified as sustainable.
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Whilst these lists provide and important function to promote consumer awareness, it is
essential that they are accurate and some AIPCE members have been working with
NGOs at national level to improve accuracy of the information.

Also at national level, members have been working with other organisations to
develop advisory data sheets by species to aid seafood buyers in the industry and the
supply chain on responsible purchasing. Examples of these for white fish species,
including cod can be found at www.seafish.org.

In fact, the EU Parliamentary Fisheries Committee challenged AIPCE in early 2006,
to tackle the issue of IUU fishing of cod in the Barents Sea. DG Fish also suggested
that the issue was a likely potential stumbling block towards further import tariff
reductions for cod.

Control of TUU is in fact principally a governmental issue within third countries, the
EU/members states or at border inspection posts for imports. However, AIPCE
accepts that its members can influence and assist in such matters by ensuring trace-
ability throughout the supply chain.

AIPCE members can already demonstrate due diligence and responsible purchasing
policies, including traceability, audit and restriction over transfer of shipments at sea
etcetera. However, a working party was formed to develop a common control policy
for purchases from the Barents Sea taking the strongest features from existing mem-
ber procedures.

A draft control policy has already been discussed with DG Fish and with some mem-
ber state governments and is due for further consideration and adoption during 2006.

The EU Parliament also proposed the creation of an EU fish ecolabelling scheme,
with various proposals being out for consultation at member state and stakeholder
level. AIPCE has supported ‘option 3 and DG Fish have formed an informal working
group to develop a basic understanding of ecolabelling standards and controls. Two
AIPCE members were invited to sit on the group.

3.5.6 Ecolabelling, EU Proposals and MSC Developments

DG Fish constituted an informal expert group, which met regularly during 2006 to
consider what could be included in an EU Ecolabelling scheme for fish. Two experts,
from AIPCE membership were part of the group, being there as invited experts.

However, AIPCE continues to favour Option 3 of the proposals for an ecolabelling
scheme that were put forward for consultation by DG Fish in 2005. This is the
continuation of private schemes, but in compliance with guidelines established by the
EU. Given that the EU Commission were members of the FAO working group that
established the FAO Guidelines for ecolabelling for fish, this would seem to be
logical route to follow.

Meanwhile, the number of fisheries being certified to MSC continues to grow and an
increasing number of major brand owners, retailers and food service companies are
requiring MSC certified products as a condition of supply, either now or at a target
date in the mid term future as more fisheries are certified. Alaska Pollock, Alaskan
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Pacific cod, South African Hake and New Zealand hoki are all currently available as
MSC certified.

4. Import Tariffs

Council Regulation (EC) No. 2803/2000, which covered autonomous tariffs for
certain fishery products over the period 2004-2006 finished without any new
legislation in place for the period 2007-2009. This was despite a determined effort by
DG Fish to avoid the issue of lack of continuity that was experienced in 2004, when a
similar but less severe problem occurred.

AIPCE and DG Fish commenced early discussions to ensure a speedy agreement, but
the significant changes in fish supply, linked also to the political considerations of
IUU control amongst other considerations, all had to be addressed.

The final legislation, Council Regulation EC No. 824/2007 ‘Opening and providing
for the management of autonomous Community tariff quotas for certain fishery
products’, was not published until 10™ July 2007.

Unfortunately, whilst in 2004 member state Customs offices accepted registration of
imports against proposed legislation, on this occasion, given the absence of proposals,
they were unable to, which meant that full duty had to be paid, creating hardship for
some companies. Further, the retrospective back-dating of the legislation was not
permitted by DG Taxud which, meant that companies had to register their earlier
purchases between 10™ July and 14™ August to back-claim the tariff reductions. The
large amount of claims then meant that some quotas were put on hold whilst overall
usage against quota was clarified.

This level of delay and uncertainty must not be allowed to happen in 2010.

The value of the tariffs to the EU on all fishery imports was Euro 76 million in 2005,
representing 2.43 % of value. Whilst this may not be considered to be a large amount,
it can be critical to EU processors in a highly competitive market and be the
difference between profit and loss. On the other hand, given the proposals for free
trade in fishery products, the large administrative cost to the EU of collecting Euro 76
million and the fact that the EU is 64 % dependent on fishery imports, there has to be
a question as to the on going value of any tariffs on fishery products. The significant
volume increases in allowable autonomous quotas for 2007-09 will also lower the
Euro 76 million, making the justification for maintaining the system even harder to
understand.

For all the problems, the final legislation proved to be very acceptable, from a white
fish perspective, with quota for headed and gutted frozen cod increased to 80,000 tons
and the introduction of a quota for cod fillets for the first time. Whilst this was only
for 20,000 tons and was used up very quickly, it is recognition of the lack of primary
processing capabilities for white fish in EU now with declining domestic catches and
that other third countries have developed the processing skills. In fact, given that the
fish originates from third countries, for example Russia and Norway, it is up to the
companies in those countries to decide where they wish the primary fish to be
processed to supply the EU with the semi-processed products they require.

k%
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