Not directly. We've been lucky
anough to have been sitting on a
number of entittements, and any
recent builds have had tonnage and
kilowatts in place. In June of this year
prices were as follows: £375 per
tonne and £100 per kilowatt. However
they are now stending at £1,600 per
tonne and >£160 per kilowatt. Those
'who have been sitting on licence
entitlements for 10 yeais or so are

This has certainly all happened very
quickly, but it wilf persist if pelagic
boats continue to increase in size.
Pressure has also arisen from
whitefish vessels adding more
tonnage, albeit more modest amounte
than the pelagic boats.

See response to question 2.

\now cashing in
Farraware-tivet with the number of
new build projects on the cards there
is increased demand for licences and
this is driving up prices. At present
there seems to be an appelite for
'vesse| improvemeants which is adding
to the inflation.

This isstie has been evident fora
number of manths and is fikely to
continue for the foreseeable future.
Previously you could buy 100 tonnes
for around £30k, but now the same
tonnage would cost £430-150k.

The increased licensing costs are the
result of the significant number of new
build projects and general optimism
within the industry i.e. an upliftin the
demand for licences.

Yes, I've been trying to license a
vessel for a young colleague, A £1m
project is now looking like belng a
£1.4m project because of licence
Inflation. There are plenty of kilowatts
In the system but there's a lack of
availabletonnage. Piice pertonne &
months ago was about £450 but now
its upwards of £1,600. There has
been a lower increase with kilowatts,
'was about £165 now about £195.

Hard %o say, there have bsena lotof
hew builds lately as well asvessel
modernisations where tonnage has
been added. Prices may fall once
pelagic builds are complete.

For now it's caused by laige pelagic
builds (Shefland) and other vessels
modernising. A consortium in
Shetland is currently sourcing 3,000
tonnes and is able %o out-bid everyone
else.

If the trend continues it will stop
modernisation projects and bs a
barrier to new entrants. Furthermore if
avessel owner is unable to sell an
older vessef without its licence, they
may be forced to scrap it.

I'm not sure. The introduction of new
licences would be welcome but | am
mindful of the capacity ceiling, There
would also be problems in distributing
new licences (e.g. by prioritising new
enfrants etc,) but the SG would need
to be very careful that this was not
challenged or circumvented.

'm concerned that the increased
costs will prevent those at the bottom
end from getting into the industry,
particularly if additional licences are
not made available. If we want more
fish to be caught in UK waters we
need more vessels in the fleet. We
also need more boat in orderto keep
the associated onshore businesses
going. There could be negative
consequences for these businesses if

We need to look at the reasons for
the spike in licences. Do we need to
maintaln ficensing restrictions - are
these necessary? Could the
government consider dishing out
licences to certain vessels or certain
types of vessels?

ndinas 29 hit,
fis-rery-diffienit-for anyone to
modernise their vessel and keep the
price reasonable: this will have a
knock-on effect on flaet

1 don’t want there to be an increase in

Happy te be contacted further.

ppRY to be contacted again to

ity. If anything is introd it

options coming out of Marine

should priatitise new nd

land be a block o young entrants to
the Industry. You can obtain a licence
and quoda but tonnage is a problem.

modemi Perhaps some form
of self-funded decommissioning
schema might be an optien.

Over the last few months we have
experienced this on several
occasions when attempting to
purchase additional over 10m licence
capacity for our clients. | befieve that
this is an industiy-wide piobiem rather
than a situation that is unique to the
[small scale fishenman.

i may be atemporary market reaction
but this depends on your definition of
the word “temporary”. | believe the
situation will probably last for a few
years given the number of new build
orders that have been placed over the
last few months. | understand that
there are orders for approxinmetely 25
new build vessels which could utilise
over 2,000 GT. This looks to be pait
of the industry cycle which has been
iseen before and as the cycle
progresses | believe we could enter
an industiy-funded scrappage
scheme,

The new designs of vessels require
additional GT p: to i

} believe that if the pelagic industry is

designs: with the new build orders
being concentrated it resuli in a
larger number of fishermen coming to
the market over a shorter-than-nonnal
period of time. The licence maiketis
no different to any other market and
prices fluctuate as a result of supply
and demand.

I to continue using
i p capacity toil

the size ofits vesselsthere vill
always bs increasing pressure placed
on the licence market. Other sectors
of the industry are unable to compete
with the purchasing power of the
pelagic industry and as long as there
is competifion for licence capacity the
prices will continue to rise.

Given that all sectors of the industry
are sesing investment on a scale not
seen since the late 1980s, while latent
licence capacity has been reduced as
a resuit of two rounds of
decommissioning and other grant
incentivised schemes, there may be a
case for exciuding the pelagic
industry from using regular Cat A
licence capacity from other sectors of
the industry to Increase the size of its
vessefs or the government may wish
fo reintroduce additional licence
capaclty which has been taken from
the industry over the years.




There is recent anecdotal evidence to suggest that owners of
smaller vessels are finding it increasingly difficult to compete with
Targer, more profitable vessel owners in purchasing licences (or
components of licences) to cover new builds or vessekengthening
projects, thereby hindering smaller operaiors in the over 10 metta
fieet, This curent posifion also appears to be inhibiting new cwmars'
eniry into the industry.

Yes. We are cumrently selfing two
pelagic vessels, their owners wishing
ta upgrade to larger vessels so they
require more tonnage. However as
they are pelagic oparators they have
deeper pockets than athers and are
able to meet increasing costs. There
are also four new build projects that
will be completed over the next 18
months, plus one fisherman locking to
buy a new vessel within the same
time frame. Demand for new ficences,
particularly tonnage componanits, is
outstripping supply and driving up
prices, Previously you could expect fo
pay £500-600 per tonne, but now
prices are more ks £1,600 per tonne.

' Cpinion is divided: one of my

colieagues thinks this Ts tetnporary
but | think it will persist for as long as
niew bullds are under construction.
The problem fs that the vessels being
replaced are remaining Tn the fleet.
Wity ate new vessels being built when
there are probiems with insufficient
quota and the Landing Obligation is in
place? All of this s leading to legal
discarding.

| beligve that tha cause of the
increased prices is the level of new
bilds, not speculation. The problem
is that many new builds, particularly
pelagic vessels, are much bigger than
the vessels they're replacing. A new
pelagle vessel might require an
additional 800 tohnes which would be
enough te fit four new whitefish
vessels.

I'm congerned that vessel owners
approaching refiremernt age might be
asked (especialiy by pelagic
operators) fo sell their boats,
complete with licence and quota,
semething they might not have
considered doing ously. This
could result in family businesses
being taken out. The fact that there is
no consistency between UKFAs
doesn't help matters, although this
has been the case far years e.g. the
different typas of licences in Scetland
& England meaning that a Scottish
llcence can't be placed on an English
vessel and vice versa (7).

Seven or sight years ago we, as a
company, discussed whether it would
be possible for the Fleet Resilience
licences to be made available for
ing: making these availabl

;vould free-up tonnage to vessal
awners. Again, why is the fleet getting
bigger when quota is limited and the

iLanding Obligation has been

imp 1?7 This is a problem that

the govemment has to get a grip of.

Happy to be involved in future
discussions,

Yes, there are a conslderable number
of peaple loaking for tonnage as
Indicated by increased advertising, |
have purchased two vessels in order
to strip them of their licences. Thera is
pressure across all seotors atthe
moment and prices are still rising.

There are never very many licences
available on the market but pressure
from both pelagic builds and whitefish
vessal refils are curently a factor.
There is also pressure arising from
restrictions on the trade/movemnent of
shellflsh & scallop licences. Vessels
changing their use Ts also a factor e.g.
new twin figgers efg. It 3l that

and refits ease,

See response te question 2.
Confidencs has retumed to the fleet
with good fish prices and lower fuel
costs also playing their part,

if the trend continues it wil be to the
detiment of new builds and new
entrants.

‘This is difficult. Perhaps new licencas
could be ssued but that would cause
problems with regard to equitable
distiTbution. This is not just 2 Scottish
problem, but ane for all UKFAS to
consider due to the fact that fcences
are traded across the UK Perhaps
some pressure could be refieved
mere flexibility was afforded to the
trade of Klowatts and tonnage on
shellfish & scallop licences.

Happy to be contacted again.

Yes. When | purchased & licence In
Apiil 2017 the price was £900 per
{onne. Today, for a project on the east
coast, | have been quoted £1,500 per
tonne coast.

i think it's hard to say. In my opinion if
you're affteady set up in the industry
and hold a ficence In the most
profitable sector, then you're probably
happy. Howsver, new entranis are
facing an almastdmpossible sttuation.

The trend has been caused by pelagic)
new-bilds looking for signfficant top-
ups of tennage. Another factor is the
new ownars of cld pelagic boats who
are looking for additional tonnage to
license their new purchases: the
previous owners have moved tennags
to their new bullds.

Itis hard to say how new entranis
could enter the frdustry as boat
owners. :

I'm not sure what the answer is as
intsrvention by the Scottish
Government would be controversial
and open to chailenge. | accept that
this is a complex issue with UKFA
relationships and Brexit complicating
matters further.

My main concems are for new
sntrants to tha industry. | would like to
be Tnvolvad in any future discussions.

Thete ars increasing reports that the
pelagic sector in paricular ks
haovering up licences at the expense
of smaller operators.

Market forces are definitely at play
and those with the deepest pockets
¢an out-hid the smaller operators.,
New large builds and modemisation
of the existing over 10m fleet have
caused icence inflation — the
demand for kilowatts and tonnage is
out of Kiter. More builds and projects
are on the hoizon so there is
potential for the prokhiem to continue
and pressure to increase.

New pelagic builds and projects
{eading to farger vessels and demand
for licence tennage are driving the
trand.

Thete will be a real slow-down in
business development and new
entrants if additional tonfiage Is not
available. However, some in industry
are doing really well on the back of
price inflation.

The key problem for now is the Jack of
available tonnage. Strategic thinking
is nesded for longer-term growth.
Peihaps the new licence resource
could be released 1f pessible, but |
recognise the issues and challenges
associated with equitable
distribuion/release - the government
cauld perhaps charge a prics based
on the average over the last 2 years. |
den'twant to or see a case for
increasing the capacity csiling at
oresent,

I am happy {o discuss further as the
govemnment analyses data and
considers potential acfions over the
coming weoks.

We culrently have one or two new-
build projects in the pipeline and are
expetisncing problams sourcing
licence components. So far we have
rrade two unsuccessiul bids for
licences - this is unusual as there was
always somethlng available before but
niat any more. | believe that the spike
in prices began arcund Easter of this

Year.

| think that this s a real probiem and
notJust a temporary ona. The vessel
owners who are experfancing
problems now will eventually be able
to source licence compenents, but the
problem will still exist for others. Six
months ago average prices stood at
£600 per tonne, but now the average
Is £1,600 per tonne.

'There ars @ number of new boats
being buitt and these are larger than
those they're replacing, hence the
need for greater quantities of tannage
and kilowatts, There are plenty of
kilowalts available at the mament, but
not tonnage.

H the problem perslsts then no new

vessals will be able to be buill and it
will also mean that new entrants are
unable te enter the Industry.

An increase in the availabifity of
tonnage would alleviate the problem,
but | am concerned that any new
lizences weuld end up in the hands of
raders, not vessel owners. Soms
form of scheme would be neaded to
ensure that this wouldn't happan.

Happy to be included in future
discussions with the SG.






