AGENDA C-1

OCTOBER 2003
MEMORANDUM
TO: Council, SSC and AP Members
FROM: ghﬁs gli"gire t ESTIMATED TIME
Aeculive clor 14 HO.U.RS
DATE: October 1, 2003 | all C-1 items

SUBJECT: Gulf of Alaska Groundfish Rationalization

ACTION REQUIRED

(a) Receive report from Joint Protocol Committee and staff report on State groundfish fisheries.
(b) Review discussion papers on: alternative descriptions, LLP transfers, open access fisheries,
motitoring-issues, community protection options, and GOA crab/salmon bycatch.

BACKGROUND
State issues

The Council revised its draft suite of alternatives, elements, and options for rationalizing Gulf of Alaska
groundfish fisheries in June 2003. The Council adopted three options for managing State of Alaska parallel
fisheries as a placeholder for additional review and consideration by the Alaska Board of Fisheries Item C-
1(a)(1). The options were refemred to the Joint (Board and Council) Protocol Committee during its July 28,
2003 meeting. The committee report is under Item B-4 supplemental.

The commitiee recommended that the Board adopt the following timeline: (1) State staff would report to the
Board at its October 2003 work session on its progress in identifying a possible management solution(s); (2)
the Board would identify a work group in October 2003 to address the issue; the work group would report
on its recommendations to the Joint Protocol Committee at its December 2003 meeting; (3) the Board would
meet with the Council in February 2004; (4) the Board would refine the options or recommend a preferred
alternative at its February 2004 meeting; and (5) the Board would report its recommendations to the Council
in April 2004. The BOF notice for forming the task force is under Jtem C-1(a)(2). A report on the formation
of the Board task force and timeline will be provided during the meeting. A discussion paper identifying the
issues now deferred to the State is under Item C-1(a)(3).

Discussion papers

In June 2003, the Council adopted a matrix of three alternatives to rationalize the GOA groundfish fisheries
for analysis (Item C-1(b)(1)). The matrix noted, “Because of the number, diversity, and complexity of GOA
groundfish fisheries, no single alternative will be appropriate for ali fisheries. Mixing and matching should
be expected by sector upon further analysis.” Guidelines for preparing an Environmental Impact Statement
(EIS) state, “it should present the environmental impacts of the proposal and the alternatives in comparative
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form, thus sharply defining the issues and providing a clear basis for choice among options by the
decisionmaker and the public.”

To assist the Council in differentiating between its individual alternatives, Council and NMFS staff have
prepared five discussion papers. One paper proposes an approach to address the complexity of analyzing
the proposed alternatives and the multitude of remaining options in the EIS/RIR/IRFA (Item C-1{b)})). It
identifies two key issues that need further development by the Council. The Council should consider the
interaction of the Gulf groundfish rationalization program with the halibut and sablefish IFQ program, either
adopting specific elements and options or developing a plan for addressing these issues. The Council should
develop a full set of the rules that govern Southeast Outside groundfish fisheries. Refining the options for
communities and captain and crew shares would also greatly streamline the analysis. Attachment Al to the
discussion paper lists the elements and options adopted by the Council in June 2003. Attachments A2 and
A3 responds to the Council request for staff to fill in the matrix with the appropriate elements and options
for it adopted in June 2003 for Alternatives 2 and 3, respectively.

A report on the frequency with which License Limitation Permit transfers also inciude provisions governing
catch history responds to a Council request from June 2003 (Item C-1(b}3)). A paper on the open access
fisheries addresses NMFS concerns regarding: (1) administration of very small open access and associated
bycatch allocations; (2) the open access jig fishery; and (3) groundfish species not included in the proposed
program (Item C-1(b)(4}).

A paper on monitoring rationalized groundfish fisheries identifies important implementation issues that the
Council should consider in its identification of realistic monitoring options for analysis in the EIS (Item C-
1(b)(5)). The paper identifies that monitoring of halibut PSC shares and secondary species likely will be the
most challenging part of a new monitoring program.

A paper on community protection options is intended to assist the Council in clarifying three specific options
and several general questions on how the four proposed community programs fit into the context of the three
EIS alternatives (Item C-1(b)(6)). These clarifications will guide the contractor in preparation of the
sociological analysis in the EIS.

The Council currently has a placeholder for potential salmon and crab bycatch measures in its suite of
alternatives. A summary of GOA crab and salmon bycatch was requested by the Council in April 2003. The
discussion paper (Item C-1(b)(7)) provides a review of available bycatch data (amounts, timing, and location)
and recommends that bycatch control measures focus only on chinook salmon and Tanner crab. Further,
the discussion paper provides a set of possible alternatives for analysis.

Staff will also report on its plans to provide additional analyses of selected program components, in
cooperation with the contractor, over the next few Council meetings. These analyses will assist the Council
in its continued refinement of the alternatives (i.e., narrowing the range of options) prior to the preparation
of the EIS/RIR/IRFA. Development of appropriate options for allocating catch history to State water and
parallel groundfish fisheries are required before the environmental impacts of such allocations can be
analyzed in the draft EIS. While some of the analyses can be conducted over this winter, receipt of the BOF
report in April 2004 on those options likely results in a full preliminary draft EIS not being available until
soroe time after April. October may be the most realistic target for completion of the EIS for formal review.
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Item C-1¢a)(1)

2.2.2 Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license. _
Suboption 1. Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2.  Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The undeslying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of
an LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based
on the aggregate catch histories of (1) the vessel on which .LP license was based up to the date of transfer,
and (2) the vessel owned or controlled by the LLP license holder and identified by the license holder as
having been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer.
(Only one catch history per LLP license.)

Option 2. Non-LLP (State water parallel fishery) participation
Suboption].  Any individual whohas imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2.  Vessel owner at time of non-federally permitted legal landing during 2 State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 1. Status Quo —Federal TAC taken in federal waters and in state waters, during a ‘parallel’
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.

No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo paralle} fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage (____ %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P.cod

Suboption 2. Pollock

Suboption 3.  All other GOA groundfish species



AGENDA C-1(a)(2)
OCTOBER 2003

FRANK H. MURKOWSKI, GOVERNOR

DEPARTMENT OF FISH AND GAME

~ P.O. BOX 25526
JUNEAU, AK  §9802-5526
BOARDS SUPPORT SECTION PHONE: (907) 465-4110
S E FAX: {907) 465-6054
R -@EWE@

September 12, 2003 SEP 11 2003

Dear Stakeholder: .
N'P‘F'Moc

With this letter, the Alaska Board of Fisheries is soliciting nominations for participants in a GOA
Groundfish Rationalization Task Force that will be charged with developing recommendations to
the Board of Fisheries for state waters groundfish under a rationalized fishery, as described
below.

The North Pacific Fishery Management Council is working towards a plan to “rationafize” the
groundfish fisheries in the Gulf of Alaska. Through the Board of Fisheries and NPFMC's Joint

~» Protocol Committee, the councit has requested the board provide input regarding state waters
fisheries under the options identified through the council's motion at its June 2003 meeting,
including observer coverage. The motion adopted by the council may be found at:
http.//www.fakr.noaa.gov/npfme/

7\ The board will empanel a GOA Groundfish Rationalization Task Force to examine possible
actions the board may consider regulatory structure for state waters groundfish fisheries in the
Gulf of Alaska. The task force will be composed of two board members and approximately ten
stakeholders that represent the various communities and interest groups in Alaska, and
department staff. The board will select the stakeholder representatives at its October 1-3, 2003,
work session in Anchorage. The timeline for the task force to complete its work and report back to
the full board will be announced at the work session. .

The deadiine for nominations for the stakeholder members of the Task Force is 5:00 p.m.,
September 29, 2003 (nominations must be received by this date; a postmark is not sufficient).
Nominations should be sent to the foliowing office:

Alaska Department of Fish and Game
Boards Support Section
P.O. Box 25526
Juneau, AK 99802
Fax: 907-465-6094

Sincerely,
Diana Cote, Executive Director
7\ Alaska Board of Fisheries



AGENDA C-1(a)(3)
OCTOBER 2003

Issues Concerning the Management of the Parallel Fisheries in the Gulf of Alaska Groundfish
Fisheries.

NMES Alaska Region Staff
October, 2003
North Pacific Fishery Management Council Meeting

Overview

Management of the Federal total allowable catch (TAC) within State waters (from the baseline to 3 miles
from shore) is cornplicated by the different regulations that apply within Federal and State waters. The
“parallel fishery" is the fishery that occurs off of the Federal TAC within State waters. It is different than
the State-managed Pacific cod fishery which occurs exclusively in State waters and is managed by the Board
of Fisheries. Currently, the State dees not have a limited entry program, or quota-based program in place
for harvests within State waters for groundfish and the parallel fishery is essentially managed as an open
access fishery.

During the Federal fishery, the State traditionally opens state waters to allow access to vessels to fish off of
the Federal quota inside state waters — the "parallel fishery." Opening state waters allows the effective
harvesting of fishery resources becaunse many fish stocks straddle State and Federal jurisdiction and in some
cases a significant portion of the overall Federal TAC is harvested within State waters. Closing state waters
during the Federal fishery would severely limit fishing opportunities to both Federal and State permitted
vessels. Attachment 1 summarizes the percentage of the total retained catch coming from the parallel
fishery based on a summary of recent catch data compiled by the Alaska Department of Fish and Game
(ADF&G) showing harvests of some key commercial species within the paralle fishery.!

Management of the Parallel Fishery and GOA Rationalization

The State cannot require vessels fishing inside state waters during the Federal fishery to hold a Federal
permit. However, the State can adopt regulations similar to those in place for the Federal fishery if those
regulations are approved by the Board of Fisheries and meet State stafute. The State does not have statutory
authority to adopt some forms of IFQs that allocate harvests to individual persons based on historic harvests.
Further, the use of some types of quota programs may conflict with the State Constitution. Currently, vessels
are able to fish inside state waters during the paraliel fishery without Federal licenses, although many boats
that fish inside of 3 miles are Federally permitted for use in Federally-managed fisheries. If a rationalization
program is adopted, the State would have to establish mechanisms to control harvests in the paralle! fishery
to prevent overharvests. In addition, if access to the parallel fishery is not controlled, entry into the parallel
fishery could exacerbate the race for fish in State waters, while vessels fishing in the Federal fishery would
be subject to the allocation under the rationalization program. The lack of effective controls on effort within
the parallel fishery could undermine the goals of GOA rationalization, including improving safety and
providing economic stability to communities and industry. At this time, it is not clear if all, or only some
of the components of the GOA Rationalization alternatives being con51dcred by the Council could be adopted
by the State given the existing State law.

! Note that parallel fisheries harvests include the harvest of all vessels inside of 3 miles, including Federally
licensed vessels. These Federally licensed vessels also participate in the Federally managed fisheries outside of 3 miles.
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June 2003 Council Action

In June 2003, the Council adopted three options as possible approaches to the current management of the
parallel fishery(Topic 2.2.3 on Page 7 of the Council’s June 2003 Motion).

Option 1: Status Quo

Status Quo -Federal TAC taken in Federal waters and in state waters, during a 'parallel’
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Under this option, current management would continue. At first blush, this option would appear to be
unworkable if rationalization of the GOA fisheries were undertaken because the TAC could not be managed

under a share-based program for Federal participants, while State participants continue in a race for fish for
the same Federal TAC.?

Option 2: Allocation to the State

Direct allocation of portion of TAC to fisheries inside 3 nm. No ‘parallel' fishery
designation, harvest of remaining Federal TAC only occurs in Federal zone (3 — 200 nm);
and Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm
state water fisheries representing a range of harvests that occwrred in state waters. This
could include harvest from the status quo parallel fishery and the state waters P. cod
fisheries. State waters fisheries would be managed by ADF&G through authority of, and
restrictions imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption !. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2. Limited to Western, Central GOA management areas and/or West
Yakutat.

The second option would directly allocate 2 portion of the Federal TAC to be managed by ADF&G within
State waters. This mechanism is similar to that used in the State Water Pacific cod fishery. The motion
indicates that the Council would be responsible for the allocation of some percentage of the TAC to be
managed by the State.  The percentage allocation to support State managed fisheries could also
accommodate the existing State water Pacific cod fishery managed by ADF&G.

2 Although not explicitly stated in the Council motion, there are also State managed fisheries for pollock in
Prince William Sound, and several sablefish fisheries that are managed within state waters. Management of blue and
black rockfish also has been deferred to the State thronghont both State and Federal waters.
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The Council's motion indicates that the allocation to the State would be based on some percentage of the
historical harvests within the parallel fishery relative to the total Federal TAC. Antachments 1 and 2 show
historic landings in the parallel fisheries for several recent seasons.’ The extent of the allocation to support
State fisheries, however, will likely depend on several factors. For example, the allocations in the Federal
rationalization program could credit all harvests of Federally permitted vessels (License Limitation Program
licensed vessels) in both Federal and State waters. If these landings are credited in the Federal program,
crediting them also in the State fishery allocation could dilute the interests of participants in the Federal
fisheries.* Under this option, participants in the Federal program that fished exclusively within State waters
in the past could receive an allocation for their catch history that could be used only in Federal waters under
tbe new program. '

Participants in the rationalized fishery can operate more flexibly and efficiently. If participants in the
rationalized Federal fishery are also allowed in the State fisheries, they could have a competitive advantage
over vessels that are limited to participation in the State fishery. Typically, participants in a rationalized
fishery are limited to their historic participation in other fisheries, to prevent unfair competition. State
regulations to limit entry in a fishery require following a regulatory procedure administered by the CFEC.,
This process takes considerable time and may not be completed for several years. Therefore, the State may
have difficulty limiting entry to the State fisheries beyond area, gear, and time restrictions established by the
Board of Fisheries. The State may also have difficulty directly prohibiting vessels that participate in a
rationalized Federal fishery from also participating in the State-managed fishery. However, the ability of
the Council to adopt a provision that could reduce competition in State fisheries from participants in the
Federal rationalization program could also be explored.

Biological Issues:

Establishing an allocation to the State requires fixing some percentage allocation of the resource to a limited
geographic region. Currently, the harvests between State and Federal waters is not fixed and the fishery is
prosecuted based on the location of the fish, which can change substantially over the course of a year or
between years. An average of historical harvest rates may mitigate some of the variability in stock
abundance that can occur. Fixing this allocation could modify harvest rates, bycatch species, and rates in
various fisheries. Without more extensive analysis, it is unclear whether a cap or reallocation would also
have an economic effect on the overall productivity of vessels.

3The information provided in Attachment 1 are based on data compiled by ADF&G, and could differ from data
sources currently used by the Council in their analytical process. Because of the reporting methods used, data managers
may make differing assumptions about the amount of harvest coming from within State waters. Staff recommends using
a single data source to reduce any potentizl confusion if the Council were to consider a possible allocation mechanism.
Attachment 1 compares the retained harvest data provided by ADF&G to the total retained harvest by area and for the
each of the fisheries analyzed by NMFS. Some discrepancies may exist between these data sources, but these data
provide an indication of the relative range of parallel fishery harvests for each of the fisheries reviewed by ADF&G.
Additional analysis would refine these comparisons. Attachment 1 compares retained harvests in the paraliel fishery 1o
total retained harvests in the Federal and parallel fishery combined since several of the fisheries are not harvested up to
their TAC (e.g., arrowiooth flounder) for a variety of reasons.

* In addition, an option under consideration would allocate harvest shares for all landings in the parallel
fisheries (including vessels without Federal permits). Allocation of Federal program harvest shares to these vessels and
crediting the same catch to 2 State water fishery could also dilute interests of participants in both fisheries,
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Data Issues:

The reporting methods used on the State of Alaska Fish Tickets require the reporting of the State statistical
area in which the harvest occurred. These data are self-reported and based on the best estimates of the vessel
operator, These estimates will vary among operator and may be confounded by additional factors, in
particular, traw] vessels may transit through both Federal and State waters and multiple statistical areas
during a single tow, or within a trip and the statistical area reported by the operator may represent only the
location where the net was first placed in the water, or the location where haul back occurred, or an estimate
of the amount of harvest within each area. Presumably, these factors would be considered by the Council
if they were to consider a direct allocation to be managed by ADF&G.

Bycatch Management of Prohibited Species:
An additional factor for consideration is that under the Council’s motion, only some species would be directly

allocated to the State. However, in some of these fisheries, depending on the type of gear deployed, there
may be bycatch of prohibited species — species that cannot be retained — that are not specifically allocated
under the Council's motion. As an example, in the Pacific cod hook and line fishery there can be significant
bycatch of halibut. Under the Federally managed fisheries, there are trimester allocations of halibut bycatch
mortality which can be harvested in the hook and line fisheries. Once these allocations are taken, the fishery
is closed. Moreover, vessels which are participating exclusively in the parallel fishery are not required to
adhere to NMFS regulations regarding observers and other reporting requirements. This could affect
estimates of bycatch of prohibited species. As an example, estimates of halibut bycatch mortality and
discards are obtained through observer data in the Federal fishery. Without observer data within the parallel
fishery halibut bycatch mortality would have to be estimated using Federal observer data, or by establishing
fixed halibut mortality rates for each of the paralle! fisheries. Generally, NMFS would most likely have to
modify the existing Federal observer program in the GOA under the rationalization alternatives currently
under consideration. Most likely, this would include irnproving monitoring of individual catch and bycatch.
The observer costs will likely preclude using observers for halibut bycatch monitoring on all vessels. NMFS
and the Council will be exploring some alternative approaches to halibut bycatch management. Similarly,
the State may have to reconsider its approaches to bycatch monitoring within the parallel fishery to ensure
accurate and consistent accounting.

Incidental Catch of Groundfish Species:

Based on the analysis provided in Attachments 1 & 2 many Federally managed groundfish fisheries have
some component, some rather limited, of their harvests occurring within the parallel fishery. I the goal of
this option is to establish a distinct and separate management system for State waters then it may be
necessary for the Council to allocate incidentally caught groundfish species for management by the State.
Maintaining management of incidental catch with NMFS while a subset of groundfish target species are
managed by the State would be cumbersome and would likely result in many of the same problems currently
experienced under the existing management system. Without an allocation of incidental catch to a State
managed fishery, NMFS would have to monitor a fishery occurring exclusively within State waters.

Without directly allocating incidental catch and deferring its management to the State, vessels would not be
limited by separate incidental catch limits within State waters. This could prove to be most problematic for
a nurnber of rockfish species that occur in nearshore areas and which have relatively limited TACs. As an
example, the Shortraker/Rougheye (SR/RE) complex occurs in relatively nearshore waters. If SR/RE was
harvested incidentally at a rate much higher than that in the Federal fishery resulting in harvests of most of
the TAC for SR/RE, Federal fishery managers could be forced to compensate for this harvest by limiting or
closing rationalized fisheries with significant components of SR/RE incidental catch. These could include
the Pacific cod hook and line, or certain rockfish trawl fisheries.
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Open Access Implications: :

An additional management concern that could result from this option is the need for additional coordination
between the State and NMFS to ensure that the overall harvest of groundfish fisheries are maintained within
the existing TAC. Presumably, under a direct allocation to the State, the Federal TAC would be adjusted
to accommodate any allocations that may be made to the State. NMFS and the State will have to establish
a protocol to ensure adequate monitoring and enforcement mechanisms are in place. What is not clear from
the Council's proposal is the effect on one fishery if the other fishery exceeds its TAC (Federal) or Guideline
Harvest Level (State). In other words, would overages within one jurisdiction would be compensated by a
reduced TAC or GHL in that fishery in that jurisdiction in subsequent years?

Dusky Rockfish:

The Council’s motion also notes that both light and dark dusky rockfish would be allocated to the State for
management. Currently, light and dark dusky rockfish are managed as a single species within the Pelagic
Shelf Rockfish complex along with widow and yellowtail rockfish. Existing catch data do not distinguish
between these two varieties, or subspecies, of ducky rockfish and this factor would need to be considered
by the stock assessment scientists, GOA groundfish plan team, and the SSC as well as the Council before
any allocation decisions are made. Historically, very limited harvests of these species have occurred within
the parallel fishery (see Attachment 1 for additional information).

Rationalization and State Waters: This option would require the Board to adopt new regulations and for
ADF&G to adopt new monitoring and enforcement responsibilities. A key component of monitoring efforts
would be ensuring that harvests within State and Federal waters are clearly delineated, particularly if both
fisheries were prosecuted simultaneously. If a direct allocation were made by the Council and management
of this portion of the TAC were undertaken by ADF&G within State waters, the State would continue to be
limited in its ability to use share-based management within State waters without additional legislative
authority. Presumably, any fishery prosecuted and managed exclusively within State waters would continue
to be subject to the existing State management structure for establishing a limited entry program through the
Board and Commercial Fishery Entry Commission (CFEC) process.

Depending on the size of the quota and the harvest rate, a State managed groundfish fishery could require
additional monitoring and enforcement. As an example, in most of the State managed Pacific cod fisheries
season lengths have decreased since their implementation in 1997. The more rapid the rate of harvest and
the smaller the allocation, the greater the need for timely data collection, reporting, and management actions.

Option 3: Limit within State Waters

Paralle] fishery on 2 fixed percentage ( %) allocation of the Federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption . P. cod

Suboption 2. Pollock

Suboption 3. All other GOA groundfish species

This option would establish a limit, or cap, on the total amount of TAC that could be harvested within State
waters during the Federal fishery. This option would maintain the existing management structure, and the
Board would retain its authority to establish additional management measures for the parallel fishery. This
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option would differ little from the existing management other than limiting the amount of harvest that could
come from State waters for a number of species, or possibly all species if Suboption 3 were chosen. The
Council's motion does not clarify whether NMFS or ADF&G would be responsible for monitoring and
enforcing these harvest limits.

In determining the percentage of the TAC that may be harvested from State waters, the Council will be
confronted with many of the same issues that arise under Option 2. For example, if the Council allocates
shares in the Federal program based on harvests from State waters (by either Federally or State permitted
vessels) these harvests might not also be allocated to the State managed fishery. The division of TAC
between these fisheries should depend on several factors, including the scope of allocations under the
rationalization program. '

DataJssues: Issues concerning establishing an allecation, or limit, within the parallel fishery would be similar
to those discussed in the first option. An additional management issue under this option would be the catch
accounting requirements that would be imposed by monitoring catches from Federal and State waters for a
fishery occurring concurrently. NMFS and ADF&G would have to receive information that would allow
them to determine what percentage of the total harvests are made from within State waters during the seasons
so that the parallel fishery could be closed once its allocation is reached. This could prove particularly
difficult in the situation where vessels transit between State and Federal waters during fishing activities.
Catch acconnting would need to apportion catches between State and Federal waters in order to ensure the
parallel fishery allocation was not exceeded. Given the nature of the GOA fisheries, many of the vessels are
unobserved and existing data sources such as State Fish Tickets do not provide harvest data on a timely basis.
Effective monitoring of an allocation could require new data collection mechanisms that could account for
catch and report that catch to both NMFS and ADF&G to ensure harvests are kept within the allocation to
the paralle] fishery.

Bycatch and Incidental Catch Issues: Under this option, NMFS would maintain the management of prohibited
species and incidental catch in the groundfish fisheries. It is not clear from the Council motion whether there
would be a separate bycatch limit for prohibited species established for the parallel fishery or if bycatch
would be managed collectively for harvests occurring in both State and Federal waters. If there were not a
separate bycatch limit for the parallel fishery, bycatch allowances for a given species and/or gear group could
be harvested in one jurisdiction and affect management in another. As an example, if an allocation were
established for the Western Gulf Pacific cod hook and line parallel fishery those vessels could potentially
harvest the entire trimester allocation of halibut bycatch mortality (for that fishery and gear type) for both
the parallel State and the Federal fishery. In that case, Federal managers would be obligated to close fishing
to vessels fishing in both State and Federal waters. A similar condition could exist for the incidental harvest
of non-target species.

Rationalization and State Waters: Under this option, the number of vessels that could participate in the
parallel fishery would not be limited, although the Board could adopt time, area, and gear restrictions that
could limit the type of vessels and indirectly the number of vessels that could fish within the parallel fishery.
If NMFS were to maintain monitoring and enforcement responsibilities for the parallel portion of the fishery,
then there would need to be adequate monitoring to ensure that the parallel fishery harvest were not
exceeded. This could require additional measures, including expanding the use of the Vessel Monitoring
System, or adding observer coverage. This option would likely require close communication between NMES
and ADF&G to establish openings and closures in the parallel fishery.

This option would not result in the rationalization of the parallel fishery. At best, managers could control
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effort through indirect controls such as gear and vessel size restrictions.

Summary of Issues

Allocations to State and Federal fisheries and participation of vessels in both State and Federal waters needs
to be considered in determining any allocations to avoid potential “double counting” and the dilution of catch
history.

Direct allocations may be required for all species, including prohibited species, to ensure that there is
adequate amounts of these species for incidental catch and to reduce the potential "race for bycatch.” if these
species are shared amnong State and Federal jurisdictions.

Depending on the size of the TAC or GHL, management may require additional monitoring and enforcement
to ensure that the harvests are maintained within TAC/ABC levels.

Attachment 1: Percentage of total retained catch harvested within the Parallel fishery for select fisheries,
1995-2001.
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Attachment 1: Percentage of Total Retained Catch Harvested Within the Parallel Fishery

Arrowtooth Area Pelagic Shelf Area

Flounder 610 620 630 Rockfish 610 620 630
1995 23% 18% 8% 1995(%) 59% 7%
1996 7% 9% 4% 1996(*) 74% 45% 9%
1997 8% 47% 4% 1997(*} 4%
1998 1% 22% 8% 1998(*) 7%
1999 1% 4% 4% 1999
2000 3% 2% 1% 2000 12%
2001 7% 20% 9% 2001 1%

Deep Water Area - Area

Flatfish 610 620 630 Pollock 610 620 630
1995 1% 1% 1% 1995 36% 22% 25%
1996 1% 1% 1996 61% 43% 36%
1997 2% 1997 35% 44% 23%|
1598 3% 1998 61% 51% 16%
1999 6% 1999 55% 25% 15%,
2000 2000 7% 7% 8%
2001 2001 2% 18% 9%

Area Pacific Qcean Area

Flathead Sole 610 620 630 Perch 610 620 630
1995 2% 11% 11% 1995
1996 1% 20% 6% 1996
1997 2% 27% 7% 1997
1998 1% 45% 8% 1998
1999 5% 10% 3% 1959
2000 31% 5% 2000
2001 20% 13% 3% 2001

Northern Area Area

Rockfish 610 620 630 Rex Sole 610 620 630
1995 1995
1996 1996
1997 1% 1597 1%
1998 1998 1%
1999 1999
2000 2000
2001 2001

Area

Pacific Cod 610 620 630
1993 19% 22% 17%
1996 31% 13% 14%
1997 16% 18% 11%
1998 20% 18% 6%
1999 17% 24% 9%
2000 26% 20% 11%
2001 18% 17% 8%




Attachment 1: (Con't)

Shallow Water Area Slope Area

Flatfish 610 620 630 Rockfish 610 620 630
1995 6% 50% 13% 1995 14% 2% 46%
1996 1% 51% 5% 1996 40% 25%
1697 68% 5% 1997 1% 1% 1%
1998 5% 31% 3% 1998 2% 9%
1999 4% 1% 1999 6% 2%
2000 6% 7% 1% 2000 14% 3% 2%
2001 6% 5% 2001 24% 2% 2%

Note: Percentages are based on paralie] harvest data compiled by ADF&G compared to total retained catch provided
by NMFS, Alaska Region, Some discrepancies may exist between these data sources. These data are intended to
provide an indication of the likely range of harvests within the parallel fishery.

I I I P | I I

Black cells indicate that less than 1% of the retained catch came from the parallel fishery in that year within that
management area.

I | [ [ I
(*) Blue and Black Rockfish were managed as pant of the Pelagic Shelf Rockfish complex until 1998 and harvest

data prior to 1999 do not reflect the species currently managed in this complex. The percentage of harvest within the
parallel fishery would include blue and biack rockfish prior to 1999,




AGENDA C-1(b)( 1)
DRAFT OCTOBER 2003

! ] ] L] - i !
GOA Groundfish Rationalization Alternatives
(adopted by the Council on June 15, 2003}
Because of the number, diversity, and complexity of GOA groundfish fisheries, no single altemative will be appropriate for
all fisheries. Mixing and matching should be expected by sector upon further analysis.
Alternative 1 Alternative 2 Alternative 3
No action Harvester IFQ, closed class, linkage, cooperative Sector Allocah::: ;];hc:el.:so‘::nc'k:;: of processors
Harvest shares allocated to individuals Harvest shares allocated o individuals within sectors
Fixed Gear CV
Sectors:
Catcher Trawl CV High Low" GV Trawl, CV Longiine, CV Pot,
Processors Producing | Producing CP Trawl, CP Langline, CP Pot
Vessels Vessels
. Mandatory | Voluntary i
Mandatory cooperative cooperative | cooperative Mandatory cooperative
Mandatory
cooperative
Closed for| . | Closed D:[fve"
Class 9 Class ey CP Provisions CV Provisions
X% X% X9% {fished as
IFQs)
Closed class of
processors, annual
h t allocati 1F
No Processor Provisions arj.'as allocations {IFQ),
linked to processor,
penalty to move between
processors
or or or or or
or or
Those that do not join Those that do not join
Cpen Open Open Cpen cooperatives either: cooperatives either:
access access access access Fished as
with with with with Individuzl
bycatch bycatch bycatch bycatch Fishing Fish open Fish apen
allowance | allowance allowance | allowance Quotas | access with laccess with
reductions | reductions reductions | reductions bycatch or Don'tfish| bycatch or Don'tfish
allowance allowance
reductions reductions
* low producing vessels would be either : 20-Jun-03

Option 1. less than average harvest shares initially allocated by gear, species and area
COption 2. less than the 75th percentite harvest shares initially allocated by gear, species and area



AGENDA C-1(b)(2)
OCTOBER 2003
OCTOBRBER 2003
Gulf of Alaska Rationalization
Alternative Descriptions and Discussion Paper

At its June 2003 meeting, the Council refined the alternatives that are under consideration for rationalization
of the Gulf of Alaska groundfish fisheries. The complexity of the alternatives, together with the number of
remaining options within each alternative pose a substantial analytical challenge. This paper first introduces
a proposed approach to meet that challenge, then goes on to take the first step in that process.

A proposed angi'oach to the analysis

The simple table showing the altemative structures adopted by the Council at its June 2003 meeting leaves
several aspects of the alternatives uncertain. For example, several options for cooperative formation
requirements and penalties for movement from a cooperative are contained in the options. To adequately
analyze an alternative most elements must be specified (such as the applicable formation requirements and
penalties for cooperatives). An adequate analysis must make clear the implications of each option available
to the Council, including the interaction of that option with any other option that the Council might choose.
If an alternative has too many options, the implications of the interactions of different decisions cannot be
fully explained or understood by the decision maker. Not all options must be decided for the EIS analysis
to be completed, as staff can analyze the alternatives with multiple options. At the extreme, however, leaving
several options in each alternative would create an insurmountable analytical task. In this case, the
complexity of the alternatives limits the ability of staff to provide an adequate analysis due to the many
outstanding options. In addition, the Council’s intention to be permitted to select different alternatives for
different sectors complicates the analysis. An analysis that is sufficient for the Council to select different
alternatives for different sectors must clearly describe the implications of those choices. For example, the
analysis might need to examine the implications of one sector being governed by a mandatory cooperative
and another being governed by a voluntary cooperative program. If these different sectors are permitted to
trade shares with one another, the analysis must examine the consequences of those trades as well. In the end,
the ability of the analysts to accommodate these complexities along with the added complexity of options
within an alternative is limited by the need to provide the Council with a docuruent that clearly explains the
consequences of these interacting choices.

To address this problem, staff could provide analyses of selected options which the Council may use to
further refine the alternatives by selecting options. Doing so, the Council could develop a set of specifically
defined alternatives, each with a few open options for analysis in the EIS, from which a preferred alternative
could be selected. Using this approach, the analytical process would become tiered. In the first tier, many
options would be analyzed in a manner that the Council can understand the implications of including those
options in an alternative. In the second tier, alternatives (each with a few options) would be analyzed in a
manner that provides the Council with an understanding of the implications of the choice among alternatives
and the remaining options. Regardless of the approach taken by staff, retaining multiple options for analysis
within an alternative will protract the time for analysis. If a substantial number of options are retained after
this meeting, the analysis is likely to be streamlined by the staff providing preliminary analyses that can be
used by the Council to reduce the options prior to providing an analysis of alternatives, as required for the
EIS. Staff, however, will be unable to complete much of the analysis required in the EIS prior to the Council
narrowing the options. The tiered approach to the analysis suggested here has the potential to provide the
Council with a sound understanding of the consequences of its decisions in a manner that meets the
regulatory analytical requirements.
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Preliminary analvsis

The description of alternatives and the preliminary analysis that follows is intended to help the Council
reduce the number of options in each alternative. Through this process of refining the alternatives, it is
possible that the EIS analysis could be strearnlined.

The Council has adopted two documents that define its alternatives; a simplified table that summarizes the
general structure of the alternatives and a listing of elements and options from which the alternatives will
be specifically defined. It is the integration of the two documents that will define the alternatives. This paper
presents the staff‘s understanding of the alternatives and the elements and options that compose those
alternatives, to the extent the altermatives have been defined. In addition, the document provides a
preliminary analysis of several of the elements and options in the Council’s June 2003 motion.

This paper and its attachments can be used by the Council for three primary purposes. First, the document
can be used by the Council to advise staff of whether its understanding of the alternatives is correct. Correct
understanding of the alternatives is critical to an analysis of the alternatives. A second way the Council can
use this paper is to further refine the alternatives. The description of the alternatives, together with the
preliminary analysis of elements and options, can be used to define alternatives for analysis in the EIS. A
third use of this document is for the Council to assess the range of existing alternatives for EIS analysis. The
EIS must analyze a reasonable range of alternatives that meet Council’s purpose and need statement. The
description of alternatives and the interactions of the elements and options in those alternatives may be used
by the Council to confirm that the alternatives cover a reasonable range.

The following section of this paper first briefly describes each alternative. The elements and options
applicable to each alternative are identified. Since the alternatives differ across sectors, the paper presents
a brief comparison of the alternatives by sector to aid the Council in understanding the breadth of alternatives
identified for each sector. The specific elements and options that define the differences in the alternatives
with respect to each sector are also listed in this section for clarity.

The second part of this section provides preliminary analysis of some of the elements and options under
consideration. This analysis serves two purposes. First, the discussion should provide the Council with staff
‘s understanding of the elements and options, to ensure the staff and Council interpretations of provisions
are consistent. Second, the discussion may be sufficient for the Council to make a decisions concerning some
of the options. Decisions at this stage on several elements and options could considerably reduce the time
necessary to complete the analysis.

As the Council refines its alternatives, perhaps the most difficult hurdle will be for the Council to clearly
communicate to the public and staff its alternatives (i.e., exactly how do the elements and options comprise
an alternative). Some elements may apply to one alternative and not another. The problem is compounded
because elements may apply to only one sector in an alternative but not to other sectors. For example, fixed
gear catcher vessels may be subject to different processor landing requirements than trawl catcher vessels,
so a provision that pertains to landing requirements needs further explanation. Clarity and understanding of
the alternatives is complicated since both rationalization alternatives are constructed from a single listing of
elements and options. To clarify its intentions, the Council might consider providing a set of elements and
options for each of the rationalization alternatives under consideration. To assist the Council, staff has
included separate lists of elements and options for alternatives 2 and 3 (see Attachments A2 and A3).
Strikeouts are used to show provisions that staff believes do not apply under an alternative and some
clarifications and limitations are suggested in bolded text. In addition, the elements and options are annotated
in italicized, bolded text to explain staff’s current understanding of the altemnatives and suggest possible
clarifications.
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Description of the alternatives

Alternative 1

Under this alternative all sectors would subject to the current management. For most fisheries this would be
continued management under the License Limitation Program (the LLP). Entry to the jig fishery would
continue to be permitted for vessels under 60 feet without an LLP licences. Vessels under 26 feet would not
require an LLP. Vessels fishing in the State parallel fishery would not be subject to LLP restrictions.
Bycatch of participants in the halibut and sablefish IFQ program would continue under the current
management.

Alternative 2

Under this alternative different sectors would be subject to different management. Most participants would
be subject to a mandatory cooperative program, under which participants would be required to join a
cooperative to receive an exclusive (or protected) annual harvest share allocation. Initial share allocations
would be based on historic participation. Separate sectors of catcher/processors, trawl catcher vessels, and
high producing fixed gear catcher vessels’ would all be subject to the mandatory cooperative program.
Participants in these sectors that elected not to join cooperatives would be permitted to compete for harvests
with other non-members of cooperatives from their sector in a limited open access fishery comprised of the
allocations of all non-members of cooperatives from the sector. The allocation of bycatch to the open access
fishery would be reduced to encourage cooperative membership and to protect stocks from overharvest. The
Council could require that each trawl catcher vessel cooperative deliver a specified percentage of its
landings to either a closed class of processors or to the processor with which the cooperative associates.
Cooperative eligibility and processor associations would be based on historic landings of the harvester. The
fixed gear participants would be separated into two sectors — “high producing” fixed gear participants, those
license holders that receive allocations above a specified percentile, and “low producing” fixed gear
participants, whose harvest share allocations are below the specified percentile. High producing fixed gear
catcher vessel cooperatives would be required to deliver a specified percentage of their harvests to a closed
class of processors. Low producing fixed gear participants would not be subject to the mandatory
cooperative structure, but would be issued IFQs and would be permitted to form voluntary cooperatives. The
low producing fixed gear sector would not be subject to any processor landing requirements.

Attachment 2A is a revision of the Council motion from the June 2003 meeting that defines alternative 2.
Alternative 3

Under alternative 3, all participants would be managed under a mandatory cooperative program, under which
participants would be required to join a cooperatives to receive an exclusive (or protected) annual harvest
share allocation. The fishery would be divided into six sectors, catcher/processor trawl, catcher/processor
longline, catcher/processor pot, catcher vessel trawl, catcher vessel longline, and catcher vessel pot.
Participants in each sector would be initially allocated shares based on historic participation. As under
alternative 2, participants that elected not to join cooperatives would be permitted to compete for harvests
with other non-members of their sector in a limited open access fishery comprised of the allocations of all

! In assessing the options, it is important to bear in mind that the program would be share-based not vessel-
based. Harvest shares would categorized by the vessel type that created that history. The categorization of the shares
could limit the vessel type on which the shares could be used. Cooperative membership also could be limited to holders
of a the same category of shares. So, in the discussion that follows, a reference to a cooperative of a certain vessel type
should be interpreted as a cooperative made up of holders of shares with that vessel designation.
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sector participants in the open access fishery. Bycatch allocations to the open access fishery would be
reduced to increase the incentive for cooperative membership. Alternatively, the Council could choose to
prohibit participants from fishing outside of cooperatives, making cooperative membership a prerequisite
for participating in the fisheries. Catcher vessel cooperatives would be required to deliver a specified
percentage of landings to the processor with which the cooperative associates. Cooperative eligibility and
processor associations would be based on historic landings of the harvester. Moverent between cooperatives
would be permitted subject to either a temporary share reduction or a year in the open access fishery to
protect the interests of the cooperative and associated processor.

Attachment A3 is a revision of the Council motion from the June 2003 meetiné that defines alternative 3.

Interaction with the halibut and sablefish IFQ program

The allocation of target and bycatch groundfish species in the Gulf of Alaska not only affects the groundfish
fisheries, but also will have both direct and indirect effects on the halibut and sablefish fisheries in the Gulf.
Under the alternatives, participants in the halibut and sablefish IFQ program could be allocated shares of
target and bycatch? species. On its face, this allocation will substantially change the management of the IFQ
fisheries, which are currently harvest bycatch from a TAC shared with groundfish fisheries. The elements
and options suggest that if these bycatch shares are allocated, halibut and sablefish IFQ holders could be
individually limited by their bycatch share holdings. Many of the details of the interaction between the
rationalized Gulf groundfish fisheries and the halibut and sablefish IFQ program are unclear in the Council
motion. For example:

. Will halibut and sablefish IFQ holders be allocated target species to cover bycatch of those species.
The current motion contains a suboption for the allocation of “target species”™ to IFQ holders.

. If a participant holds unused halibut IFQ but has used all shares to support incidental catch (of
“target” and “bycatch” species), would that share holder be able to lease groundfish shares from a

cooperative.

. Is it intended that IFQ program participants can join cooperatives based solely on their allocations
for incidental catch (such as cod) when targeting halibut or sablefish.

. If the Council adopts a mandatory cooperative program, must a halibut or sablefish IFQ holder join
a cooperative to receive a groundfish allocation.

. If a halibut or sablefish IFQ holder is also allocated target species in a Gulf fishery (i.e., cod) and

joins a cooperative based on its target holdings, how much of that participant’s groundfish aliocation
is allocated to the cooperative and how much is allocated individually to support halibut or sablefish

harvests.
. Are halibut and sablefish captains and crew included in any allocation to captains.
. ‘When would 2 halibut IFQ holder that also holds Gulf groundfish target shares and is not in a

cooperative be permitted to fish in the open access fishery. And, what shares of that IFQ holder will
be allocated to the open access fishery.

In fisheries that are dependent on bycatch these choices could be very important to participants.

% Generally, NOAA Fisheries prefers to use the term bycatch to refer to unintended harvest of PSC species and
“incidental catch” to refer to unintended catch of species other than PSC species.
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Alternatively, the IFQ fisheries could continue to be managed under the status quo. Under this approach, an
explicit allocation of groundfish would be made to the halibut and sablefish fisheries. If the allocation were
binding on the fleet, a “race for incidental catch” could arise among the IFQ fleet.? _

The Council should consider the interaction of the Gulf groundfish rationalization program with the
halibut and sablefish IFQ program, either adopting specific elements and options or developing a plan
for addressing these issues.

Southeast Quiside Fisheries

The Council motion contains provisions that would allocate shares of shortraker/rougheye and thornyhead
to participants {including halibut and sablefish IFQ holders) in Southeast Outside fisheries. Several of the
same issues arise concerning this allocation as arise relative to the allocation of shares to halibut and
sablefish IFQ participants. If the Council wishes to pursue this SEQ allocation, rules that govern the these
shares will need to be developed. For example,

. will these holders of SEQ shares be subject to a cooperative or IFQ program and what will be the
terms of that program.

. will there be any limitation on the target species that can be harvested by the holders of these shares.

. what sectors will these shares be divided into.

. what rules will govern entry to these fisheries (i.e., if all meaningful bycatch is allocated in shares,
is there a reason to retain the LLP).

. how will the bycatch allocations based on groundfish targeting interact with the bycatch allocations

to halibut and sablefish IFQ holders.

In short, the Council will need to develop a full set of the rules that govern the SEQO fisheries (as are
being developed for the other Gulf groundfish fisheries).

Comparison of Altermatives

To assist the Council in considering the breadth and contrast of the alternatives, a brief description of rules
governing each vessel group under the different alternatives is contained in this section. At the end of the
descriptions for each vessel group, a comparison of the two rationalization alternatives for the vessel group
is presented. In addition to helping the Council assess the contrast of the alternatives, the Council may use
these comparisons to guide its selection of options that would more fully define each alternative. In selecting
options for the altematives, the Council should consider the need for contrast among the alternatives. Greater
contrast across the alternatives would allow analysis to provide a better understanding of the differences
between programs that may be reasonable. In selecting options to make distinctions between the alternatives,
the Council might also consider the implications of those choices for the analysis. Consistency across sectors
within an alternative would likely simplify the analysis by generalizing the analysis of the alternative.

3 Determining the appropriate allocation of incidental catch could prove difficult given the limited information
available concerning incidental catch in the IFQ fisheries due to limited observer coverage. Although halibut and
sablefish IFQ fisheries are required to retain all rockfish and Pacific cod incidental catch up to the maximum retainable
allowance (MRA), any amount over the MRA would need to be discarded and may not be accounted. Incidental catch
of other groundfish species are not required to be retained, and data collection is limited to self reporting except on the
small percentage of the halibut and sablefish IFQ fleet which is subject to observer coverage.
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Catcher/processors

Alternative 2

Under alternative 2,

Catcher/processor share holders are treated as a single sector.

Eligible persons with catcher/processor history would be allocated harvest shares based on that catch
history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

The annual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperative in the
catcher/processer sector. '

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.

The following elements and options would apply to catcher/processors under alternative 2:

4.1, Option 2 - mandatory cooperatives

4.2.1 - the sector musi be clearly defined under this alternative

4.2.1.1 - no processor association for catcher/processor cooperatives

4.2.2 - one option should be selected for minimum cooperative membership
4.2.3 - defines cooperative agreement duration

4.3.1 - Option 1 - if an open access fishery is included the cooperative will receive the
annual allocation of its members (not that of the entire sector)

4.4 - include all subsections - define individual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

Alternative 3

Under alternative 3,

Catcher/processor share holders are divided into trawl, longline, and pot gear sectors.

Eligible persons with catcher/processor history would be allocated harvest shares based on that catch
history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

The annual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperatives of the gear type
in the catcher/processor sector. Alternatively, the Council could choose to require cooperative
membership for participation in the fisheries.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.
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The following elements and options would apply to catcher/processors under alternative 3:

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv - sectors are defined for each gear type

4.2.1.1 - no processor association for catcher/processor cooperatives

4.2.2 - one option should be selected for minimum cooperative membership

4.2.3 - defines cooperative agreement duration

- 43.1

Option 1 - if an open access fishery is included the cooperative will receive the allocation
of its members (not that of the entire sector) )

Option 2 - if no open access fishery is included, then the entire sector allocation should be
made. If the program rules establish one cooperative for the sector, the entire allocation
would be made to the cooperative as provided for by Option 2. If program rules create
multiple cooperatives for the sector, the allocation of non-member’s shares should be
defined. '

4.4 - including all subsections - define individual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.6 - defines rules for non-members of cooperatives

Comparison of caicher/processor alternatives

The two altermatives treat catcher/processors similarly. Both are mandatory cooperative programs.
Alternative 2 includes a limited open access fishery for non-members of cooperatives. Alternative 3 includes
the same open access provision. but also includes an option under which cooperative membership would be
required for any participation in the fisheries. Although the Council may choose to make contrasting
distinctions in the two altematives through differences in the defining options, the management of the
participation of the sector will remain largely the same under these two alternatives.

One possible distinction in the alternatives is the level of aggregation across different gear types (i.e.,
whether catcher/processors form a single sector or three separate sectors, one for each gear type). The table
of alternatives suggests that under alternative 2 catcher/processors of all gear types will be considered a
single sector, while under alternative 3 the different gear types would be treated as separate sectors. If this
distinction is intended. the Council could include options that provide for different levels of aggregation
across gear types in the two altematnes.

Trawl catcher vessels

Alternative 2

Under alternative 2,

. Trawl catcher vessel share holders are treated as a single sector.

. Eligible persons with trawl catcher vessel history would be allocated harvest shares based on that
catch history.

. To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

. The annual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

. Two options for cooperative delivery requirements are proposed under this alternative. Under the

first, the cooperative would be required to deliver a specified percentage of its landings to processors
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that are members of a closed class. Class membership would be based on processing history. Under
the second option, eligibility for cooperative membership would be based on landings, with each
share holder eligible to join a single cooperative associated with the processor to which it delivered
the most fish to during the gualifying period. The cooperative, in tum, would be required to deliver
specific percentage of its landings to the associated processor.

. If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperatives in the trawl
catcher vessel sector. The bycatch allocation to the open access fishery would be reduced to create
an incentive for cooperative membership. )

. Under the option with processor linkages, movement of shares between cooperatives would be
subject to a share reduction penalty or would require participation in the open access fishery for one
year.

The following elements and options would apply to trawl catcher vessels under alternative 2 (with processor
linkages):

3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

- 3.1.1.2 - used to determine processor linkages

- 3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 - including all subsections - used to define closed class of processors {(needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv. - defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - {or Option 3, which is mostly redundant with provisions in 3.1.1.2)

42.2 - Option 1 or Option 4 (cannot have a single cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association

4.3.1 - Option 1 (cannot have a single cooperative for the sector in a program with multiple
qualified processors) - also may include all bullets

4.4 - including all subsections - define individual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.5.2 - rules defining affects of processor license transfers on cooperatives

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

The following elements and options would apply to trawl catcher vessels under alternative 2 (with a closed

class of processors):

3.1.1.1, Option 1, ii - must define the processors to which the sector may delivery (i.e., trawl
or any large or small closed class processor depending on the processor licensing scheme)
3.1.2 including all subsections is used to define closed class of processors and the rules
governing those processors

4.1, Option 1 - mandatory cooperatives

4.2.1, iii or iv, defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1 - either Option 1 (no processor associations) or Option 2 (associate with any
qualified closed class processing facility or qualified closed class processing company)
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4.2.2 -Option 1 - A cooperative is required to have at least 4 distinct and separate harvesters
- (other options may not apply since they would result in one cooperative for all trawl
catcher vessel participants) _

4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - allocation of members is made to the cooperative - all bullets may be
included

4.4 may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 may include provisions concerning movement among cooperatives.

Do not include 4.5.2 - applies to program with processor linkages

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

Alternative 3

Under alternative 3,

Trawl catcher vessels are treated as a single sector.

Eligible persons with trawl catcher vessel history would be allocated harvest shares based on that
catch history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

The annual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

Eligibility for cooperative membership would be based on landings, with each harvester eligible to
join a single cooperative associated with the processor to which it delivered the most fish to during
the qualifying period (i.e., processor linkage is required). The cooperative, in turn, would be required
to deliver a specific percentage of its landings to the associated processor.

If the holder of harvest shares failed to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperative in the trawl catcher
vessel sector. Alternatively, the Council could choose to require cooperative membership for
participation in the fisheries.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.

Movement of shares between cooperatives would be subject to a share reduction penalty or would
require participation in the open access fishery for one year.

The following elements and options would apply to trawl catcher vessels under alterative 3:

3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

3.1.1.2 - used to determine processor linkages

3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 (including all subsections) - used to define closed class of processors (needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv. - defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - {or Option 3, which is mostly redundant with provisions of 3.1.1.2)

4.2.2 - Option 1 or Option 4 (cannot have a single cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association
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4.3.1 - Option 1 (cannot have a single cooperative for the sector in a program with multiple
qualified processors) - also may include all bullets

4.4 - including all subsections - define individual and vessel use caps

4.4 - bullets are a necessary component '

4.5.1 - rules concerning movement between cooperatives

4.5.2 - rules defining affects of processor license transfers on cooperatives

4.6 - rules governing non-members of cooperatives

Comparison of trawl catcher vessel alternatives

The two alternatives have two possible differences in their treatment of participants in the trawl catcher
vessel sector. These differences should be clarified by the Council, The first difference relates to the delivery
requirements and associations (or linkages) between cooperatives and processors. Alternative 2 could require
cooperatives to delivery a specified percentage of their harvests to a closed class of processors without
linkage to a specific processor. Alternative 3 would require that a cooperative delivery a specified percentage
of its harvest to the processor to which its members delivered the most groundfish during the qualifying
period.*

A second possible difference is in the treatment of non-members of cooperatives. Under alterative 2, non-
members of cooperatives would be permitted to participate in a limited open access fishery comprised of the
shares of all shares of trawl catch vessel non-members of cooperatives. Under alternative 3, non-members
of cooperatives could be excluded from the fisheries.’

Fixed gear catcher vessels
Alternative 2

Under alternative 2,
. Fixed gear catcher vessel share holders are divided into a high producing vessel sector and a low
producing vessel sector.
. Eligible persons with fived gear catcher vessel history would be allocated harvest shares based on
that catch history.
. For a high producing vessels
- To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.
The annual allocation would be made to the cooperative and would be fished in accordance
with the rules of the cooperative.
The cooperative would be required to deliver a specified percentage of its landings to
processors (hat are members of a closed class. Class membership would be based on
processing history .

* If the delivery requirements of the two alternatives are made the same (i.e., cooperatives with a processor
association based on historic landings is included under alternative 2), this difference would not exist and the two
alternatives would be substantively the same in this respect.

3 Note that this distinction in the alternatives also depends on the Council’s selection of the *no fishing” option
for non-members of cooperatives in alternative 3. Whether the Council wishes to include the “no fishing” option to create
a distinction is included in the discussion of options below.
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If the holder of harvest shares chooses not to join a cooperative, the shares of that person
would be allocated to an open access fishery, comprised of all non-members of cooperative
in the high producing fixed gear sector.

The bycatch allocation to the open access fishery would be reduced to create an incentive
for cooperative membership.

* For low producing vessels

Share holders would receive quota shares and annual allocations of IFQs that would be
fished by the individual.

Share holders would be permitted to form voluntary cooperatives.

For cooperative members, the allocation would be made to the cooperative and would be
fished in accordance with the rules of the cooperative.

The following elements and options would apply to “high producing” fixed gear catcher vessels under

alternative 2:

3.1.1.1, Option I, ii - must define the processors to which the sector may delivery (i.e., fixed
gear or any large or small closed class processor depending on the processor licensing
scheme)

3.1.1.4 defines the low producing sector, effectively defining the “high producing™ sector
3.1.2 including all subsections is used to define closed class of processors and the rules
governing those processors

4.1, Option 1 - mandatory cooperatives

4.2.1 - should be revised to include an option that cooperatives can be formed between *“high
producing” fixed gear participants

4.2.1.1 - either Option 1 (no processor associations) or Option 2 (associate with any
qualified closed class processing facility or qualified closed class processing company)
4.2.2-Option 1 - A cooperative is required to have at least 4 distinct and separate harvesters
- (other options may not apply since they would result in one cooperative for all high
producing fixed gear participants)

4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - allocation of members is made to the cooperative - all bullets may be
included

4.4 - may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 - may include provisions concerning movement among cooperatives.

Do not include 4.5.2 - applies to program with processor linkages

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

The following elements and options would apply to “low producing” fixed gear catcher vessels under

alternative 2:

3.1.1.2, Option 2 exempts sector from closed class processor delivery requirernents
3.1.1.4 defines the sector and provides for no processor delivery obligations

4.1, Option 2 - voluntary cooperatives

4.2.1 - should be revised 1o contain an option that cooperatives can be formed between “low

producing” fixed gear participants
4.2.1.1 ~either Option 1 (no processor associations) or Option 2 (associate with any licensed

processing facility or licensed processing company - not closed class)
4.2.2 - Option 1 - A cooperative is required to have at least 4 distinct and separate harvesters
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4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - allocation of members is made to the cooperative - all bullets may be
included

4.4 - may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 may include provisions concerning movement among cooperatives.

- Do not include either 4.5.2 or 4.6

Alternative 3

Under alternative 3,

. Fixed gear catcher vessel share holders are divided into two sectors, pot vessels and longline vessels.

. Eligible persons with fixed gear catcher vessel history would be allocated harvest shares based on
that catch history. _

. To receive an exclusive annual allocation, the holder of shares would be reguired to join a

. cooperative.

. The annual allocation of cooperative members would be made to the cooperative and would be
fished in accordance with the rules of the cooperative.

. Eligibility for cooperative membership would be based on landings, with each harvester eligible to

join a single cooperative associated with the processor to which it delivered the most fish to during
the qualifying period (i.e., processor linkage is required). The cooperative, in tarn, would be
required to deliver a specific percentage of its landings to the associated processor.

. If the holder of harvest shares failed to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperative in the fixed gear
catcher vessel sector. Alternatively, the Council could choose to require cooperative membership
for participation in the fisheries.

. The bycatch allocation to the open access fishery wounld be reduced to create an incentive for
cooperative membership.
. Movement of shares between cooperatives would be subject to a share reduction penalty or would

require participation in the open access fishery for one year.

The following elements and options would apply to fixed gear catcher vessels under alternative 3:
- 3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

3.1.1.2 - used to determine processor linkages

3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 - including all subsections - used to define closed class of processors (needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, ili or iv. - defines sectors by vessel and gear type (pot catcher vessel and longline
catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - (or Option 3, which is mostly redundant with provisions of 3.1.1.2)

4.2.2 - Option 1 or Option 4 (cannot have a single cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association

4.3.1 - Option 1 (cannot have a single cooperative for each sector in a program with multipie
licensed processors) - also may include all bullets

4.4 - including all subsections - define individual and vessel use caps
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4.5.1 - rules concerning movement between cooperatives
4.5.2 - rules defining affects of processor license transfers on cooperatives
4.6 - rules governing non-members of cooperatives

Comparison of fixed gear catcher vessel alternatives

The alternatives for fixed gear catcher vessel participants are substantively different in a few ways. The two
alternatives divide the fixed gear catcher vessel participants differently. Under alternative 2, fix gear catcher
vessel participants are separated into a high producing sector and a low producing sector. These two sectors
would be subject to different management structures under the alternative. Under alternative 3, fixed gear
catcher vessel participants are divided into two sectors by gear type, a longline catcher vessel sector and a
pot catcher vessel sector. Whether these different gear types would be subject to different rules is not clear
and depends on the Council’s decisions on the specific options that will apply to this altemative.

Under alternative 2, high producing fixed gear catcher vessel participants would be required to deliverto a
closed class of processors. Members of this sector that chose not to join a cooperative could participate in
an open access fishery for non-members of cooperatives. Under alternative 3 (im which the high
producing/low producing distinction is not made), these participants would be subject to a mandatory
cooperative program in which a cooperative would be required to delivery a specific percentage of its
allocation to the processor to which its members delivered most of their catch historically (i.e., cooperative
linkage would be required). Alternative 3 would either create an open access fishery for non-members of
cooperatives or, alternatively, not permit non-members to participate in the fisheries.

Under alternative 2, "low preducing” fixed gear catcher vessel participants would be managed under a
voluntary cooperative program that is not applicable to any other sector under either of the alternatives.
Under alternative 3, these vessels would be governed by the same mandatory cooperative program as all
other fixed gear catcher vessels. Under that program, a participant would be eligible to join the cooperative
associated with the processor to which it delivered the most fish historically (i.e., processor linkage would
be required). Each cooperative would be required to deliver a specific percentage of its harvests to the
associated processor. Altemative 3 would either create an open access fishery for non-members of
cooperatives or, alternatively, would preclude their participation in the fisheries altogether.

Under alternative 2, “low producing” fixed gear catcher vessel participants would be governed by a voluntary
cooperative alternative that would not be analyzed for any other sector. The Council provided its rationale
for not applying this management to other participants at its June 2003 meeting.® It should be noted, however,
that the closed class of processors alternative, which is included in altemative 2 for the trawl catcher vessel
sector and the high producing fixed gear catcher vessel sector, is not included in any alternative for the low
producing fixed gear vessel sector. The Council should provide its rationale for excluding a closed class
of processors alternative for the low producing fixed gear vessel sector. In doing so, the Council should
explain the rationale for including both the less restrictive voluntary cooperative alternative (in alternative
2) and the more restrictive processor linkage alternative (in alternative 3) for this sector.

Interaction with the halibut and sablefish 1FQ program

The different alternatives do not contain specific provisions that would govem the relationship of the Gulf
rationalization program to the halibut and sablefish TFQ program. The Council motion, however, contains

$ The record from the June 2003 meeting shows that the Council believes that the voluntary cooperative
structure is not appropriate for other participants in the Gulf fisheries because it would jeopardize the stability of
communities and the processing sector.
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several provisions that could be applied to define this relationship. Those provisions are briefly reviewed
here.

The following elements and options could be applied to halibut and sablefish IFQ participants:
- 2.1 - provides for the allocation of rockfish bycatch on a NMFS management area basis

2.1 - provides for allocation of shortraker/rougheye and thornyhead bycatch in SEO based on target
harvests of halibut, sablefish, demersal shelf rockfish, and Pacific cod (otherwise SEQ will be
excluded from the program) .

B 2.2.2 includes a suboption that would make IFQ holders eligible for allocations of incidentally
caught groundfish. The nature of these aliocations and the rules that IFQ holders would be subject
to are not clear.

2.3.3.6 - prohibitions on leasing could be applied but would restrict usefulness of bycatch shares
2.3.3.8 - owner on board provisions could be applied

2.4 - provides for the allocation of bycatch shares

2.5.5 - provision for retention of halibut could apply

2.6 - incentive species provisions could apply - might require different rules if IFQ holders are not
in cooperatives

2.8 - skipper and crew provisions could apply (if halibut and sablefish skippers do not receive an
allecation, the Council could need to specify ruies to distinguish bycatch in the IFQ fisheries from
bycatch in target fisheries of the Gulf)

2.9.1 - regionalization could apply

2.11 - impacts on halibut and sablefish fisheries could be included in the review and evaluation
3.1 - interactions with the processor protections should be considered - leasing or sale of shares to
halibut and sablefish IFQ holders could be complicated by processor landing requirements (i.e.,
closed class of processors and processor linkages)

4,1 through 4.6 - the interaction of cooperative provisions with halibut and sablefish participants
should be considered

Note that application of the general rules of the Gulf rationalization program to the allocation of target
species (such as cod) could involve halibut and sablefish IFQ holders that harvested and landed groundfish
primarily as bycatch. The Council should specify the extent to which these allocations will be subject
to the rules of the Gulf rationalization program and specify any other rules that are intended to govern
participation of these share holders.

SEQ groundfish fisheries

The allocation of bycatch to the SEQ groundfish fisheries raise several questions concerning the management
of SEQ groundfish fisheries. The Council will need to develop rules that define participation in target
fisheries that are conducted using these bycatch allocations. Since target allocations are not made in these
fisheries, the rules governing targeting are unclear. The Council should specify the rules that will
govern these fisheries.’

7 One possible approach is to treat these fisheries similar to the incentive fisheries, in which harvest of targets
is limited only by the commonly fished TAC and the participant’s holdings of bycatch shares. These fisheries could then
be subject to the same alternatives proposed for fisheries in other areas. For example, alternative 3 would establish a
mandatory cooperative alternative with processor linkages for these participants. The distinction of halibut and sablefish
IFQ holders under this structure would remain problematic.
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Definition of the alternatives

Since the table of alternatives developed by the Council at its June 2003 meeting leaves several provisions
of each alternative undefined, the Council will need to devote substantial effort to identifying the options that
comprise each alternative. In defining the alternatives by selecting options, the Council should consider the
need for creating a range of contrasting alternatives. Differentiating the alternatives by including distinct
options in the different alternatives will add contrast and broaden the range. In addition, the options selected
for each alternative should define a workable alternative that meets the problem statement. Inclusion of
options that make an alternative unworkable or infeasible should be avoided. At this meeting, staff will
provide the Council with preliminary analysis of some of the options included in its current motion. In some
cases, future analysis could be provided through quantitative analysis or greater attention to issues of
particular concern. The analysis provided here is intended to provide the Council with an explanation of the
operation of the options and the general implications of the different choices. If the Council believes that this
analysis, together with its understanding of the issue from prior experience and public testimony, provides
adequate information to make a decision, the Council could narrow the options by selecting options that
would apply to an alternative. If the Council believes that additional analysis is necessary for making a
decision concerning an option, the Council could delay decision concerning the option for a future meeting.

Topic 1: Allocation of target species by gear

Section 2.3.1 of the motion contains the following provision concerning the allocation of target species by
gear:

2.3.1  Initial Allocation of catch history

“Option-trr=" e-catchrhistory by Sector and-geartype
OﬁtiOH—‘g |2 Allocate catch history on an individual basis
2 CTEWTCVand CP:

Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot
is targeted), northern rockfish, Arrowtooth flounder
c. Pot CV and CP:

Pacific Cod

Option 1 provides for sector allocations, rather than individual allocations. Allocations in the current
alternatives appear to be to individuals based on individual histories.® If that is the Council’s intention,
Option 1 does not appear to be applicable and may be deleted. If some other interpretation of the alternatives
and these options is intended, the Council should clarify that intention with staff. Option 2 provides for the
allocation of history to individuals in identified sectors. Option 2 parallels both of the alternatives in the
current Council motion since both provide for the allocation of harvest shares to individuals. The

g Although the alternative 3 in the table of alternatives provides for “sector allocations,” the table also provides
for harvest share allocations to individuals under the alternative. So, it appears that the allocation would based on
individual histories and would be subject to individual control, rather than some level of sectoral control. As a result,
Option 1 alone could not support the allocation of shares under the program. Option 2, however, alone can support the
allocation provided sector definitions are established that carry out the Council’s intention to create distinct sectors.
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enumeration of species by gear type is applicable to both alternatives in that it provides the basis for target
allocations.

The options could include halibut and sablefish IFQ holders in the allocation of these species (through the
eligibility provisions of 2.2.2). The Council should provide for some allocation or reservation of these
species to IFQ holders. At least two approaches are possible. Allocations of shares of these species could be
made to individuals under the 2.2.2 suboption. An alternative is to set aside a bycatch reserve for IFQ holders
to fish collectively. The management rules for either allocation would need to be specified.

Topic 2: Harvest share sector designations

Section 2.3.2.2 of the Council motion includes the following provisions for the designation of harvest shares:

2.3.2.2 Harvest share sector designations:

Option 1. No designation of harvest shares (or QS/IFQ) as CV or CP

Option 2. Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP
harvest share allocation (or IFQ) conveys the privilege to harvest and process a
specified amount.
Designation will be based on:

Actual amount of catch harvested and processed onboard a vessel by species.

Both of the alternatives appear to distinguish catcher/processor shares from catcher vessel shares. If
catcher/processor shares are intended to differ from catcher vessel shares, by providing an onboard
processing privilege, option 1 may be deleted. If some other interpretation of the options is intended, the
Council should clarify that intention.

Topic 3: Harvest share gear designations
In addition to vessel types, harvest shares could also be designated by gear type. To clarify its intentions

concerning the different alternatives, the Council should specify which options apply to which alternatives.
Section 2.3.2.3 of the Council motion provides:

2.3.2.3 Harvest share gear designations

Option 1. No gear designation

Option 2. Designate harvest shares as Longline, Pot, or Trawl

Option 3. Longline and pot gear harvest shares (or IFQ) may not be
harvested using trawl gear.

Option 4. Pot gear harvest shares (or IFQ) may not be harvested using

longline gear

These options provide for different gear designations and trading of shares among gear types. Under Option
1 no gear designations would apply suggesting that shares could be freely traded among different gear types.
Option 2 would designate shares as longline, pot, or trawl. Option 2 appears to apply to alternative 3 for both
catcher/processors and catcher vessels, since alternative 3 separates both vessel types into three different gear
Sectors.
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The Council’s intent concerning gear designations with respect to alternative 2 is unclear. Whether gear
designations would apply to catcher/processors is not clear. Under alterative 2, trawl catcher vessels appear
to be treated as a single sector. Fixed gear catcher vessels appear to be treated as a single gear type (but are
separated into high and low producers (which is accomplished under 3.2.2.1)). If the Council intends to
create two fixed gear catcher vessel sectors under alternative 2 (one for high producers and another for low
producers) without distinguishing pot and longline gear, the Council might consider an option that explicitly
aggregates pot and longline catcher vessel shares into a single sector. Alternatively, the Council could adopt
provisions that limit the use of shares of one gear type using another gear type.

Topic 4: Designation of sectors for cooperative formation

Section 4.2.1 of the Council motion provides:

4.2 Cooperative formation _
4.2.1  Co-ops can be formed between holders of harvest shares or history of:
L any type

1. the same area, gear, vessel type (CV or C/P), and/or vessel length class.
iil. the following classes of shares/history
CV trawl
CV longline
CV pot
C/P trawl
C/P longline
C/P pot
iv. All CV in the same area (WGOA and CGOA & WY combined)
CV trawl
CV fixed gear
CV longline
CV pot
Each group of share/history holders of a defined class that may form cooperatives is defined as a "sector.”

For each alternative, the Council should define the sectors for purposes of cooperative formation.
Designation of sectors for purposes of cooperative formation will clarify the alternatives, possibly shedding
light on some of the differences across alternatives intended by the Council. Under alternative 2, the Council
should consider whether options should be added that would create separate sectors for “high producing”
fixed gear catcher vessels and “low producing” fixed gear catcher vessels. Such a provision could be
necessary since these different vessel groups would be subject to different management under the alternative.

Whether the Council creates relatively broad or narrow sectors depends on whether it intends that different
vessel groups to operate independently under an alternative. For example, if the Council intends longline
vessels to operate independently from pot vessels, as appears to be the case under alternative 3, separate
sectors should be specified for the two gear types.” The Council could specify different sector designations
under the two alternatives to provide contrast between the alternatives. The current Council motion suggests
that the following cooperative sector designations are intended:

® If the Council is concerned that the two vessel groups should interact to a limited degree, that interaction could
be supported by allowing trading of shares between the two gear types.
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Alternative 2

Catcher/processors

Trawl catcher vessels

“High producing” fixed gear catcher vessels
“Low producing” fixed gear catcher vessels

Alternative 3

Trawl catcher/processors
Longline catcher/processors
Pot catcher/processors
Trawl catcher vessels
Longline catcher vessels
Pot catcher vessels

Topic 5: Share transferability and ownership restrictions

The Council motion contains the following provisions concerning share transfer and ownership:

2.3.3.1 Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):

Option 1. US citizens who have had at least 150 days of sea time
Option 2. Entities that have a U. S. citizen with 20% or more ownership and
at least 150 days of sea time
Option 3. Entities that have a US citizenship with 20% or more ownership
Option 4. Initial recipients of CV or C/P harvest share
Option 5. US Citizens eligible to document a vessel.
Option 6. Communities would be eligible to receive harvest shares by transfer (this

provision would be applicable if certain provisions of 2.9 are adopted.)

2.3.3.5 Definition of sea time
Sea time in any of the U.S. commercial fisheries in a harvesting capacity.

First, the Council should incorporate the provision from 2.3.3.5 into 2.3.3.1 for clarity, since that provision
only applies to 2.3.3.1.

Since the implications of these provisions are not complicated, the Council may consider selecting provisions
will apply under the alternatives at this meeting.

Option 1 would permit US citizens with at least 150 days of sea time to purchase harvest shares. Since only
individuals are citizens, it would limit share ownership to individuals. Under Section 2.3.3.5, the sea time
must be in a US commercial fishery in a harvest capacity.

Option 2 would require any entity to have a 20 percent US citizen owner that meets the 150 days of sea time
requirement. A provision of this type would be needed if corporations and partnership are intended to be
permitted to purchase harvest shares. In assessing this provision, the Council should bear in mind that the
American Fisheries Act (AFA) requires an entity to have at least 75 percent US ownership to document a
fishing vessel.'” If the Council were to adopt this provision, entities could hold harvest shares that they could
not harvest because of failure to meet the citizenship requirements of the AFA.

19 A few vessels have been granted treaty exemptions to the ownership requirements of the AFA.
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Option 3 is an alternative provision that could be adopted to allow corporations or partnerships to purchase
shares. That provision would maintain the 20 percent US citizen/owner requirement but has no sea time
requirement. As under option 2, setting a citizen ownership threshold less than 75 percent would allow
entities with less than 75 percent US ownership to hold shares that they could not deploy a vessel to harvest.

Option 4 would permit initial recipients of harvest shares to purchase shares, effectively exempting those
participants from any citizenship or sea time threshold requirements.

Option 5 would limit ownership to US citizens eligible to document a vessel. This provision is unclear and
should be revised, if it is to be adopted. Since 75 percent US citizen ownership is required for vessel
documentation, the provision’s limitation to US citizens that meet the documentation requirement is
confusing. An alternative would be to simply require that a share holder be eligible to document a vessel."
The Council could choose an option from among these at this meeting. Since no analytical contrast would
be provided by choosing different options for the different alternatives, the Council could consider a
simplified option to advance in all alternatives.

Option 6 provides communities the right to purchase harvest shares. A decision on this provision should be
deferred until a decision is made on the paralle] community purchase provisions in Section 2.9.

Topic 6: Designation of catcher/processor shares on transfer

Sections 2.3.3.2 and 2.3.3.3 of the Council motion contains the following provision concerning the
designation of catcher/processor shares on transfer of those shares:

2.3.3.2 Restrictions on transferability of CP harvest shares

Option 1. CP harvest shares maintain their designation upon transfer.

Option 2. CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed
onshore after transfer, CP harvest shares converts to CV harvest shares.

Option 3. CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP shares:

Option 1. all CP shares
Option 2. trawl CP shares
Option 3. longline CP shares

These options would determine whether catcher/processor shares are redesignated as catcher vessel shares
on the occurrence of some event, and possibly the passage of time. The decision of whether to redesignate
catcher/processor shares as catcher vessel shares is a policy choice that could be made at this time. Under
option 1 of 2.3.3.2, catcher/processor shares would maintain their designation on transfer. Under option 2
of 2.3.3.2, catcher/processor shares would maintain their designation on transfer, unless the harvest from the
shares were landed and processed on shore, at which time the shares would be designated catcher vessel
shares thereafter. Although the intention of this option is to allow continued use of catcher/processor shares
as long as the holder has a continuous catcher/processor operation, it is possible that a catcher/processor

' This interpretation of the provision would include entities with 75 percent or more US ownership, but also
those few vessel owners that have applied for and received waivers of that ownership requirement based on treaty
exemptions to the requirement for past participants in US fisheries.
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could lose its shares, if for some reason it is unable to process its shares on board some year. Under option
3 of 2.3.3.2, catcher/processor shares would retain their designation for 5 years. After 5 years, any transfer
of the shares would result in redesignation of the shares as catcher vessel shares. This option would lead to
the redesignation of all catcher/processor shares over time.

Under option 1 of 2.3.3.3, any transfer of catcher/processor shares to a person that was not an initial issuee
would result in the redesignation of the shares as catcher vessel shares. Under option 2, this redesignation
would apply to only trawl catcher/processor shares. Under option 3, only longline shares would be
redesignated on transfer to non-initial issuees. No similar option exists for pot catcher/processor shares. Any
of these provisions would create a skewed market for catcher/processor shares, as the number of initial
issuees declines. As aresult, the value of catcher/processor shares could be expected to decline as the number
of initial issuees declines over time.

If the Council adopts a provision that results in the redesignation of catcher/processor shares, the
Council will also need to provide for the designation of the resulting catcher vessel shares. For example,
the Council should state whether the resulting catcher vessel shares would be subject to regional and
processing landing requirements. The requirements will likely vary depending on the program that the
Council chooses for harvest shares. One possible way that the redesignation could be simplified is to allow
the purchaser of the shares to define their designation at the time of purchase. The share purchaser would
have the choice of redesignating the shares as any type of catcher vessel shares.'* Making share designations
will be necessary to avoid creating a new class of harvest shares or leaving the share designation uncertain,
which would further complicate administration of the program.

Topic 7: Processor licenses and linkages

Several different provisions affect the establishment of processor licenses and the linkage of harvest shares
to processors. The following is a discussion of these issues at the most general level. After this discussion,
the details of some of the regional and community bases for licenses are discussed including their
implications for the processor licensing and processor/harvest share linkage issues.

The Council motion is ambiguous as to the level at which processors are determined. Section 3.1.2 provides
for the issuance of processor licenses to processors that meet minimum processing requirements. The
provisions of that section, however, do not specify whether these thresholds are applied at the company or
plant level. Section 4.2.1.1 provides for catcher vessel cooperatives to associate with a processor, either at
the facility level or at the company level. Plant level associations would create an obligation for the
harvester’s cooperative to deliver a certain percentage of its harvesters to the plant. Company level
associations would create an obligation for the harvester’s cooperative to deliver those harvests to any plant
of the company. Section 3.1.2.5 provides that processing caps are applied at either the facility or entity level.
These two later provisions suggest that processor licenses could be established at the plant (or facility) level,
rather than at the company (or entity) level. The Council should clarify whether the intention is to define
processors at either:

1) the company (or entity) level or
2) the plant (or facility) level.”?

12 The Council could limit the ability of the purchaser to change gear designations, if desired.

13 Note that even if the Council decides to define processors at the facility level for most purposes, it may wish
to define processors at the company level for purposes of establishing caps.
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Because of the different purposes served by these different provisions, the Council could choose to apply
some provisions at the company level and others at the plant level.

The specific provisions are:

3.1.2.5 Processing Caps may apply at:
Option 1. the facility level
Option 2. the entity level

4.2.1.1 Coop/processor affiliations

Option 1. No association required between processors and coops
Option 2. CV cooperatives must be associated with

a) a processing facility

b) a processing company

For purposes of issuing licenses, defining processors at the plant level would require that each plant a
processing company owns meet the minimum processing requirements to obtain a license. A license would
then be usable at a single plant. An alternative is to determine licenses at a company level. Under this rule,
a processor could run multiple plants based on a single license. If the Council chooses to issue licenses at
a company level, allowing a processor to run multiple facilities using a single license, the Council should
consider whether to limit the number of facilities that can be supported by a single license.

If a program that includes cooperative/processor linkages is established at the plant level, a harvester’s
allocation would be linked to the plant to which it delivered the most fish. If a harvester delivered to two
plants owned by a single company. it is possible that the company could lose the harvest share association
to another company that the harvester delivered less fish to, because associations would be determined based
on landings at a single facilty. On the other hand, if harvester/plant associations are considered more critical
than harvester/company associations, use of a company basis for determining linkages could lead to a
harvester association that does not include the plant to which the harvester delivered the most fish. In
addition, if a associations are determined at the company level, a company that chose to consolidate its
processing from multiple facihities at a single facility, could compel a harvester whose shares are linked to
the company because of its delivery 1o a single plant to deliver harvests to another of the company’s plants,
where the harvester has made no deliveries.

Choice of the level at which to apply use caps involves different policy implications than licensing and
processor associations. Plant level application of the caps could lead to caps being illusory, if multi-plant
processors spread landings across several plants to avoid the caps. Company level administration of caps
would also prevent companies from distributing landings across several plants to avoid the caps.

Topic §: Regionalizanon of harvest shares and processing licenses

Section 2.9.1 contains the following provisions concerning the regionalization of harvest shares and
processing licenses:
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If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

. Processing licenses that are regionally designated cannot be reassigned to another region.

. Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was
caught.

. Catcher processor shares and incentive fisheries are not subject to regionalization.

. Qualifying years to determine the distribution of shares between regions will be consistent with the

preferred alternative under "Section 2.2 Qualifying Periods".

These provisions, when taken together with the harvest share/processor linkage provisions of Section 3.1,
could create an inconsistency under which a harvesters shares could not be used. Section 3.1 contains
provisions that would link a harvester’s shares to the processor to which the harvester delivered the most
pounds during the qualifying years. The harvester would be required to deliver a specific percentage of its
harvests (between 50 and 100 percent) to the processor to which its shares are linked. Under the first two
sentences from 2.9.1 above, processor licenses would be regionalized and could not be moved to another
region. The fourth and fifth sentences would regionalize harvest shares based on the location of landings
during the harvester qualifying years. If harvest shares are subject to processor linkages based on landing
histories, some inconsistencies are likely to arise. For example, consider a harvester that made 35 percent
of its deliveries to a processor in the North region and 65 percent of its deliveries to a processor in the South
region. The harvester’s shares would be designated 35 percent North and 65 percent South. The harvester
would be linked to the processor in the South because the South processor received the most deliveries from
the harvester. Any delivery requirement that would require the harvester to deliver in excess of 65 percent
its harvests to the linked processor would result in the harvester holding undeliverable North shares.

An alternative approach that the Council could take would be to regionalize the harvester share/processor
linkages. In that case, a harvester’s shares in a region would be linked to the processor in the region to which
the harvester delivered the most pounds during the qualifying period. So, in the example, the harvester’s
South shares would be linked to the South processor and the harvester’s North shares would be linked to the
North processor. The regionalization of linkages could be included in the motion by adding the following
provision to 3.1.1.2:

In the event harvest shares are regionalized, a harvester’s shares in a region will be linked
to the processor in the region to which the harvester delivered the most pounds during the

qualifying years.

If the Council intends to address this inconsistency in some other manner, the Council should provide
guidance.

Topic 9: Community-based or region-based processing licenses

Section 3.1.2.3 would establish geographic restrictions on the transfer of processing licenses:

3.1.2.3 Transferability of eligible processor licenses
Processor licenses can be sold, leased, or transferred.
Option 1. Within the same community
Option 2. Within the same region

W]
(W]
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Under this provision, the Council could limit the transfer of processing licenses to either the region or
community of origin. Geographic limitations on the transfer of licenses will limit the ability of industry to
e realize efficiencies by consolidating activity. If licenses are designated for communities, it is likely that value
" and utility of a license will vary significantly by community. Some licenses in remote communities could

be made obsolete by the concentration of landings in less remote areas:

Regional restrictions on the transfer of processor ticenses is consistent with the requirements of section 2.9.1.
Although consistent with regionalization, the restriction of license transfers to a community goes beyond
regionalization. The establishment of regionalization or community linkages for processing licenses should
be consistent with the licensing rules for processing. These rules can coordinated in a few different ways.
Other ways of coordinating the rules could be developed.

Company-based licensing

Regionalized licenses
If a system of company-based processing licenses is established, a processor would receive a single

license. That license could used in a region, only if the processor achieved the minimum thresholds
in the region. If a system of harvest share linkages is established, each harvest share would be
regionalized by region of landing that led to the share allocation. So, a harvester could have shares
in multiple regions. A harvester with shares in multiple regions would be eligible to join a single
cooperative in each region. Each cooperative would be associated with the processing company to
which the harvester delivered the most landings in the region in the qualifying period.

Community licenses
If a system of company-based processing licenses is established, a processor would receive a single
license. That license could be used in a community, only if the processor achieved the minimum
7 thresholds in the community." The license would not be severable. If a system of harvest share
linkages is established, each harvest share would be regionalized by region of landing that led o the
share allocation. So, a harvester conld have shares in multiple regions. A harvester with shares in
multiple regions would be eligible to join a single cooperative in each region. Each cooperative
would be associated with

1. the processing company to which the harvester delivered the most landings in the qualifying
period and could be delivered to any plant operated by that company, or
2. the processing plant to which the harvester delivered the most landings in the qualifying

period. (This would create a community linkage for cooperatives.)

Plant-based licensing

Regionalized licenses

If a system of plant-based processing licenses is established, a processor would receive a license for
each plant at which the processor met the threshold processing requirements. Each license could
used in any location in the region of origin and could be transferred independently of any other
license held by a company. If a system of harvest share linkages is established, each harvest share
would be regionalized by region of landing that led to the share allocation. So, a harvester could have
shares in muitiple regions. A harvester with shares in multiple regions would be eligible to join a
single cooperative in each region. Each cooperative would be associated with the plant to which the
harvester delivered the most landings in the qualifying period.

= 14 If a processor meets the threshold in total harvesting, but does not meet the threshold in any community, the
' processor could be issued a license for the community in which it processed the most landings.
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Community licenses

If a system of plant-based processing licenses is established, a processor would receive a license for
each plant that meets the threshold processing requirements. That license could be used only in the
community of origin.'® If a system of regionalized harvest share linkages is established, each harvest
share would be regionalized by region of landing that led to the share allocation. So, a harvester
could have shares in multiple regions. A harvester with shares in multiple regions would be eligible
to join a single cooperative in each region associated with the processing plant to which the harvester
delivered the most landings in the region in the qualifying period. (This would effectively create a
community linkage for cooperatives.)

Topic 10: Crediting of processing history

The Council motion contains the following provisions concerning the crediting of processing history:

3.1.2.2 Processor history would be credited to (and licenses would be issued to):
Option 1. Operator - must hold a federal or state processor permit.
Option 2. Facility owner
Suboption. Custom processing history would be credited to:
i the processor that physically processes the fish
il. the processor that purchases the fish and pays for processing

Confidentiality protections, aggregation of data across fisheries, and the unavailability of ownership records
limit the ability of staff to provide any detailed quantitative analysis of this provision. Consequently, the
Council should consider making a decisions on these provisions at this time.

Under the first provision, the Council would have the choice of crediting processing to either the owner of
the facility or its operator. The provision would apply only if the owner of a processing facility differs from
the operator. The provision could affect either processing licensing (which requires processing in excess of
a threshold amount) or harvester/processor associations (which are dependent on the processor receiving the
majority of a harvester’s landings). Licensing could be affected if a processor does not meet the threshold
for licensing because of the crediting of history to another entity during the period of a lease. The
implications of the provision on both licensing and processor/harvester associations depend on whether
licenses and associations are determined at the facility level or company level and also on the specific
circumstances of the lease and the operation of the facility.

Arguments can be made for crediting either the owner or operator of a facility with the facility’s processing
history. From the standpoint of the operator of the facility, the operator could be argued to have taken a more
active role in processing during the lease of a facility. In addition, if the Council chooses to establish
processor linkages (or associations) at the company level, landings at a leased facility could affect the
establishment of linkages. An operator of a leased facility that also owns another facility may collectively
have enough history to establish additional linkages when it is credited with processing at the leased facility.
On the other hand, from the owner’ s standpoint crediting history to the operator could deprive an owner (who
acquired substantial history in the facility purchase) of a license for the facility. In addition, linkages with
vessels that have a long history of deliveries to a plant could be lost, if landings are credit to the lessee. In

15 If a processor meets the threshold in total harvesting, but does not meet the threshold in a single community,
the processor could be issued a license for the community in which it processed the most landings.
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the end, the decision of whether to credit history to a facility owner or operator is policy driven. Both the
owner and operator can be argued to have made a significant investment in fish processing; one through the
ownership of a facility, the other through the active purchase, processing, and sale of fish.

A similar issue is whether the processing history arising out of custom processing is credited to the person
that purchased the fish or the person that processes fish. Both entities can be argued to have made an
investment in the processing industry and the fishery. The interests of these participants, however, differ.
One operates the plant undertaking the processing of the fish; the other purchases the fish and sells the
product onward. Specific implications of this provision cannot be estimated because of the aggregation of
data in processing reports. As with the decision of whether to credit history to the owner or operator of a
facility, the decision of whether to credit landings to the purchaser or processor of fish is a matter of policy.

Topic 11: Cooperative membership of processor affiliated vessels

Section 4.2.1.1 contains the following provision as a suboption:

| Suboption 3. Processor affiliated vessels may join coops. I

Since most of the program alternatives under consideration are mandatory cooperatives, the inclusion of this
provision as a suboption is inappropriate. If a mandatory cooperative program is adopted and processor
affiliated vessels are not permitted to join cooperatives, these vessels would not be able to receive annual
harvest allocations. In a voluntary cooperative program, a processor’s negotiating leverage with respect to
its own vessels would be limited since cooperative formation and membership is voluntary. In a voluntary
cooperative program, exclusion of processor owned vessels is likely to only limit the ability of the fleet to
achieve efficiencies through voluntary associations. Unless some other interest is intended to be protected
by this provision, the provision should be an element of any cooperative program without option.

Topic 12: Processor linkages for harvest shares

Section 3.1.1.2 of the motion contains the following provision concerning the linkage of catcher vessel
harvest shares:

3.1.1.2 Linkage:

Option 1. A harvester's processor linked shares are associated with the qualified fixed or trawl closed class
large or small processor to which the harvester delivered the most pounds of groundfish during
Option 2. the last ____ years of the harvester allocation base period.
i. 1
il. 2
iii. 3

If the processor with whom the harvester is associated with is no longer operating, the harvester is eligible
to deliver to any qualified processor.

The last sentence of this section would allow a harvester that would associate with a defunct processor to
deliver landings to any qualified processor. The Council should clarify whether any association would arise
relative to these shares or if they are intended to be shares without processor association in perpetuity. If the
shares are not associated with a processor, the harvester may not be eligible to join a cooperative (which may
be required for the harvester to receive exclusive shares). A potential way to address this problem s to allow
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the harvester that would be associated with a defunct processor to join any cooperative in the first year of
the program, provided that on joining a cooperative the harvester's shares become subject to the same linkage
of any other shares of the cooperative.

Topic 13: Penalties for moving berween linked processors

The Council motion contains the following options concerning penalties for moving linked shares from one

3.1.1.3 Penalties for moving between linked processors

Option 1. No share reduction for moving between processor year to year
Option 2. Share reductions of 10-20% each time a harvester moves to a different linked processor for:
i. 1 year
ii. 2 years
iii. 4 years
The share reduction shall be redistributed to:
i. The shareholders in association with that processor that the shareholder left (if it continues to exist).
il. To all cooperatives in the sector on a pro rata basis. (applies if mandatory cooperatives)

Option 3. Penalty to move depends on the amount of open access B share fish. Vessel leaves A share for one

year.
Suboption: Penalty applies to both A and B shares.

Closed A share class Open B share class Penalty on total amount Ratio of penalty on A
of A and B shares shares to B shares
90% 10% 10% 9:1
80% 20% 20% 4:1
70% 30% 30% 7:3
60% 40% 40% 32
50% 50% 50% 1:1
Option 4. One year penalty in open access.
Option 5. No penalty. Movement allowed only upon agreement between Coop members and affiliated
Processor.

processor to another:

The motion provides two potential types of penalties for the movement of shares between processors.'® In
addition, the motion contains provisions that would have no penalty for the movement of shares and a total
prohibition on the movement of shares. The Council should consider whether the no penalty option and the
no movement option are reasonable alternatives. In the case of the no penalty option, one may question
whether the administrative burden of developing an elaborate system of linkages is appropriate, if the
linkages are binding in no way. The option that would prevent any movement of shares might be considered

'S Under the current alternatives, this would apply only to the movement of shares between cooperatives. The
only provisions for an exclusive (or protected) share allocation is within a cooperative.
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unreasonable, if the Council intends any processor competition for landings of A shares or the development
of efficiencies in A share landings under the program.

In considering the two different penalty provisions, the Council should consider its purpose for establishing
penalty provisions and the potential effects of the different options. The share reduction penalty should
provide arelatively clear and predictable indication to harvesters and processors of the cost of the movement
of shares that will allow the harvest share holder and both of the processors involved to determine whether
to bear the cost movement and the cost of preventing the movement. For example, if a harvester is faced with
the opportunity to relocate to a different processor, the cost of a share reduction penalty would be its loss of
returns on that year’s of the penalty amount. For a harvester to make the move it must believe that the new
processor will pay an ex vessel price that will compensate for the penalty. This may take a few years or could
be accomplished by the processor paying a bonus in the first year to cover the cost of the pepalty to the
harvester. For the processor that is trying to attract the harvester, the cost of establishing the new linkage are
payments (either ex vessel prices or a one year bonus) that are higher than that of its competitor by enough
to cover the one-year penalty. To the processor that may lose the share linkage, the cost of keeping the
harvester is the payment of an ex vessel price that is not so far below the price of the competitor’s that the
one-year penalty would be compensated for by the competitor.

The open access penalty has an entirely different structure that makes it far less predictable. If the open
access fishery has several participants that are moderately successful in an open access fishery, a very good
competitor in an open access fishery may face a very limited penalty for a year in the open access.
Participants in the open access are likely to be less efficient, but it is possible that a competitive participant
may be able to make up for the loss of efficiency through increasing harvests. On the other hand, if the open
access fishery has many competitive participants, a harvester that is accustomed to working in a cooperative
may perceive a large penalty for participating in the open access fishery. This participant is likely to suffer
a loss of efficiency and a loss of catch to harvesters that are geared toward participation in an open access
fishery. The reduction of the bycatch allocation to the open access will increase the penalty in fisheries that
are constrained by their bycatch allocations. Bycatch could also be a much greater constraint on harvests in
the open access fishery where harvesters race for catch during a potentially limited season. The penalty of
requiring a year in an open access fishery, however, cannot be predicted and may vary over time and across
sectors. In some years with few open access participants, the penalty could be minimal. In other years with
several competitive participants, the penalty could be great. Participation and competitiveness of participants
is likely to vary across sectors. In addition, the penalty is likely to vary substantially across share holders.
Share holders that are able to effectively compete in the open access are likely to face a substantially lower
penalty from an open access year than share holders that are less able to compete.

A second issue that arises in considering whether an open access penality is workable and reasonable is
whether some harvesters may be able to use gamesmanship to take advantage of the open access. For
exammple, a harvester may choose to move small quantities of shares through the open access from year to
year to enable participation in the open access. If any share holder that has shares in the open access is
permitted to fish the open access, it is possible that some participants may use the open access in this manner.
By moving shares a few shares through the open access, the harvester will have the right to participate to the
detriment of those harvesters attempting to use the open access as intended. One alternative to overcome this
problem is to require that a harvester move all of its shares through the open access. Under this approach,
all of a harvester’s shares would be effectively blocked, so that all movement and transfer of shares would
be all-or-nothing.'” Using this structure, however, is likely to prevent the realization of efficiencies under the
program. as harvesters try toreconfigure from their initial allocations to develop a good working multispecies

17 In the absence of blocking shares, the ability of harvesters to use holding companies
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portfolio of shares. Since some of these trades may be required to be across cooperatives (and processors)
a rule that prohibits division of initial allocations may not be workable for accomplishing this end.

Topic 14: Cooperative Formation and Rules

Several provisions in the Council motion together define the rules for cooperative formation, movement
among cooperatives, and participation in the fisheries inside and outside of cooperatives. These provisions
together are likely to impact the internal rules of the cooperatives, which in turn will affect the return that
different participants are able to realize from their allocations. If these provisions are not carefully developed,
some participants may be inadvertently affected by differences in negotiating strength across members of
acooperative. For example, in a cooperative composed primarily of pollock fishermen, a cod fisherman could
have little leverage for changing rules to reasonably accommodate cod fishing. In the extreme, share holders
with little or no direct activity in fisheries could control the harvests of active participants, if the active
participants have no reasonable alternative to joining a cooperative. In considering rules, the Council should
be wary of rules that create incentives to modify share holdings. A rule that requires 90 percent of eligible
share holders'® for cooperative formation may create an incentive for a single share holder to subdivide
holdings among his friends and family to impose his will on other eligible share holders. This section briefly
reviews some of the rules that govern cooperatives and raises several questions concerning the interaction
of different influences. In assessing the options, the Council should consider whether adequate information
is provided here to make decisions concerning which rules should be advanced and whether additional
provisions should be added that might enable the Council to better balance interests of participants.

In analyzing the rules governing cooperatives, it is necessary to consider the different alternatives under
consideration. For catcher vessels, these include voluntary cooperatives, mandatory cooperatives with a
closed class of processors, and mandatory cooperatives with processor linkages. For catcher/processors the
only alternatives are in the form of mandatory cooperatives. Each of these alternatives is discussed in turn.
Before examining the details of the different alternatives, development of a few general concepts can help
frame the discussion.

In general, the assessment of the relative power of participants in a cooperative depends on several factors.
These determinants of negotiating strength can be generalized to two categories, internal and external.
Internal effects are generated by the rules governing cooperatives, such as rules of cooperative formation and
any rules that define membership External effects, which are equally important, are generated by the outside
options available to a harvester that chooses not to join a cooperative. For example, a person’s negotiating
leverage with respect to another is highly dependent on the ability to walk away from a transaction and
pursue other opportunities. In the context of these cooperatives, the harvester’s negotiating strength with
respect to members of a particular cooperative depend on the ability of the harvester to choose not to join
the cooperative and remain in the fishery. In the discussion that follows both internal and external affects are
considered.

Voluntary cooperatives

A voluntary cooperative program is one in which harvesters receive an exclusive allocation (i.e., IFQs)
regardless of cooperative membership. A voluntary cooperative program is under consideration for the “low
producing” fixed gear sector under alternative 2. Since a harvester may choose to fish IFQs in a voluntary
cooperative program, the negotiating strength within a cooperative is of less concern. If a cooperative
arrangement is not in the harvester’s interest, the harvester has several options, including joining another

'8 Changing the wording from “the holders of 90 percent of eligible shares” to “90 percent of the holders of
eligible shares™ substantially changes the incentives.
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cooperative, forming another cooperative, and fishing IFQs. As a consequence, members of a cooperative
derive little negotiating leverage with respect to others from the rules that govern cooperatives.

Mandatory cooperatives with processor linkages

In a mandatory cooperative structure, a harvester will receive an exclusive allocation only by joining a
cooperative. In a mandatory cooperative structure with processor linkages, a harvester would receive an
exclusive allocation only by joining a cooperative that is associated with a particular processor. Such a
structure would apply to trawl catcher vessels under alternative 2 and all catcher vessels under alternative
3.

Under this structure, a harvester’s may have a few outside options. Depending on the alternative, the
harvester may be able to elect to participate the open access fishery. The harvester may also be able to
change cooperatives. This change of cooperatives could have different consequences for the harvester
depending on the alternative and the circumstances. If the Council chooses cooperative rules that result in
a single cooperative associated with a processor, movement between cooperatives would require changing
processors. Having a single cooperative associated with a processor could occur under either of the
applicable options governing formation.'® Under the first applicable option, at least 50 percent of the shares
eligible for a cooperative must be held by members for cooperative formation (Section 4.2.2, Option 4).
Under this rule, only one cooperative could be formed in association with each processor. Under the second
applicable option, four distinct harvest share holders wold be required for cooperative formation. Under this
rule, some small processors might have a single cooperative. In either instance, if 2 separate cooperative
associated with the processor cannot be formed, a harvester’s outside option to participating in a cooperative
would be to move to a cooperative associated with a different processor. These movements would be subject
to either a share reduction penalty or a penalty year in the open access fishery. As a result, the cooperative
could have substantial leverage in dealing with minority members, unless other aspects of the program
provide minority members with negotiating strength %

that a cooperative accept membership of any eligible participant subject to the same terms and
conditions that apply to other cooperative members. A provision of this type 15 included in the AFA
cooperative program.? This provision, in and of itself, may be inadequate for protecting minority interests
particularly if participants have very different portfolios of harvest shares. For example, a cooperative
agreement’s rules may apply the same to cod fishermen and pollock fishermen, but the rules could favor one
group of fishermen over the other.

One reasonable protection that could mitigate haxm to minority cooperative members is to requir7

Rules that govern cooperative formation also could mitigate the potential for minority interests to be
subsumed by a majority in a cooperative. Adoption of a rule that requires holders of 50 percent of the eligible
harvest shares for cooperative formation would allow the creation of a cooperative by holder’s of that
majority subject to rules very favorable to that majority. The rules governing formation would prevent others
eligible for the same cooperative from forming a separate cooperative associated with the same processor.
On the other hand, if a cooperative is required to have 90 percent of the shares eligible for the cooperative

1% Twao of the rules governing formation of cooperatives are sectoral rules that do not apply (o processor linked
cooperatives.

2 processors that are asscciated with a cooperative that asserts this leverage over minority members could be
harmed, if minority members move between cooperatives.

2 See AFA, section 210(B)(2).
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for formation, the holders of the majority of shares would be unable to meet the threshold if they establish
rules that are unacceptable to more than 10 percent of eligible shareholders. Although a high threshold for
cooperative formation could protect minority members, setting a threshold too high could create difficulties.
For example, a high threshold could prevent cooperative formation altogether, if some eligible members are
determined to fish in the open access regardless of the terms of the cooperative agreement. Similarly, a high
threshold could provide a small minority with excessive leverage in negotiating terms of the cooperative, if
a large majority of members would require its consent for cooperative formation.

The alternative rule governing cooperative formation - the rule that requires four distinct harvesters for
cooperative formation - would provide harvesters with substantial flexibility in the formation of cooperatives.
Several cooperatives could be formed in asscciation with a single processor, if eligible share holders have
difficulty reaching compromises concerning harvest of shares. Although efficiencies in harvesting and
management could be sacrificed if very many cooperatives are formed, the interests of the different share
holders are less likely to be jeopardized by a cooperative majority.

Mandatory cooperatives with a closed class of processors

Under this alternative, a cooperative would receive an exclusive annual allocation based on its mermbers
harvest share holdings. Cooperatives would be required to deliver a specified percentage of harvests to
processors in a closed class. This structure could apply to trawl catcher vessels and would apply to “high
producing” fixed gear catcher vessels under altemative 2.

Under this structure, participants could have a few outside options to joining a cooperative. First, to have a
reasonable working system of cooperatives, this structure might best support several cooperatives. In the
current options for cooperative formation, only the requirement of 4 distinct shareholders would allow
multiple cooperative in each sector (4.2.2, Option 1). Assuming that this criterion for formation is used, then
several cooperatives could be formed in any sector. Since the only eligibility criterion would be share
holdings, a harvester would be able to join one of several cooperatives limiting the ability of any cooperative
to impose unfair or onerous terms for cooperative members.?

Mandatory cooperative for catcher/processors

Under both alternatives 2 and 3, catcher/processors would be subject to a mandatory cooperative program
that would require cooperative membership for an exclusive allocation. In the current motion, all
catcher/processors appear to be treated as a single sector under alternative 2. Under alternative 3,
catcher/processors would be separated into three sectors based on gear type - trawl, longline, and pot.

The ability of a majority in a cooperative to exert unfair negotiating leverage over minority members will
vary with the rules adopted for cooperative formation and the rules governing the open access fishery. If a
rule is adopted that requires a majority or more of the harvest share holders or harvest shares, a harvester in
this sector would not have the ability to move among cooperatives in the sector.”

72 A harvester would also have the ability fish in the open access fishery, although the bycatch reductions and
unceriainties of the open access fishery limit its appeal.

2 Depending on the alternatives defined by the Council, an alternative to cooperative membership could be
participation in the open access fishery. As noted earlier, any bycatch reduction, the level of competition, and the
circumstance of the individual harvester will determine the extent to which the open aceess fishery is areasonable option
for a harvester faced with an unreasonable cooperative agreement.
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If the Council instead adopts a rule that requires 4 distinct share holders for cooperative formation, a
catcher/processor could either join another existing cooperative or attempt to form a separate cooperative,
if the rules of a cooperative are viewed as unfair. The extent of opportunities in this case could depend on
whether catcher/processors are considered a single sector or separated into three sectors by gear type. Pot
catcher/processors might have only one or two cooperatives because few catcher/processors participate with
pots. In any case, additional opportunity for participation in a cooperative would result since each sector
could support multiple cooperatives.

Topic 15: Processor caps

The Council motion contains provisions that would limit the amount of harvests that a closed class processor
can process (see section 3.1.2.4). The motion also contains provisions that prohibit the ownership of small
processor licenses by the holders of large processor licenses and fixed gear licenses by trawl/fixed gear
license holders (see section 3.1.2.6). The motion, however, contains no provision that limits stacking of
licenses more generally (i.e., no processor may hold more than ___licenses that support the same processing
activity). Such a provision may be important for ensuring competition and providing for entry to the
processing sector, particularly if the Council pursues options that segment the market for landings by region
and gear type. If a few processors hold all of the licenses for a region, they could control the market with no
possibility for entry or competition from new entrants.

Topic 16: Crediting trawl harvests from SEO in the WYAK allocation

Section 2.1 contains the following bullet:

Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the

calculation of WY AK allocation

Staff assumes that the Council intends this allocation to credit history of trawl vessels that participated in
SEO, who have been displaced by the trawl closure in that area, which began in April of 1998. One
interpretation is that trawl vessels will be credited catch history for target species in SEO prior to the closure.
All pounds of target species harvested in SEO would be counted as if caught in WY AK. Bycatch allocations
to these trawl vessels in WYAK would be made in accordance with the rules for allocating bycatch, but
would not consider bycatch harvests in SEO. In other words, since bycatch allocations are determined based
on bycatchrates in the different target fisheries, the trawl bycatch rates would be calculated based on bycatch
in WYAK (not counting any SEO bycatch). Any trawl vessels that receive a target allocation in WYAK
(including those that receive an allocation based on credited trawl harvests in SEO) would be allocated
bycatch in WYAK based on the trawl bycatch rate in WYAK. If the reference to shortraker/rough eye and
thornyhead is to be interpreted differently, the Council should advise staff of its intention.

Topic 17: Individual and vessel caps

Section 2.3.3.7 of the Council motion contains the following provision concerning individual and vessel use
caps:
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2.3.3.7 Separate and distinct harvest share use caps

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the individual use cap for
each species. Initial issuees that exceed the use cap are grandfathered at their current level as of a control date of
April 3, 2003; including transfers by contract entered into as of that date. Caps apply to all harvesting categories
by species with the following provisions:

1. Apply individually and collectively to all harvest share holders in each sector and fishery.

2. Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery): ’
i. Trawl CV and/or CP (can be different caps):

Use cap based at the following percentile of catch history for the following species:
(i.e., 75th percentile represents the amount of harvest shares that is greater than the
amount of harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish,
flathead sole, Arrowtooth flounder, northern rockfish, Pacific ocean perch,
pelagic shelf rockfish
Suboption 1. 5%
Suboption 2. 85%
Suboption 3. 95 %
ii. Longline and Pot CV and/or CP (can be different caps)
based on the following percentiles of catch history for the following species:
Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if
Greenland turbot is targeted), northern rockfish
Suboption 1. 5%
Suboption 2. 85%
Suboption 3. 95 %
3 Conversion of CP shares:
i CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.
il Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion
of CP shares to CV shares alone will not require a CP shareholder to divest CP shares
for exceeding the CF share cap.

The provision is confusing for a few reasons. First, including the vessel cap provision prior to the individual
caps, which are used to define vessel caps, is confusing. Staff suggests that the vessel use cap provision be
moved to the end of 2.3.3.7. Second, the provision concerning grandfathering of initial allocations is prior
to the individual caps, suggesting that the grandfather provision may not apply to the individual caps. This
provision should be the last sentence in the section, if it is intended to apply to both individuals and vessels.
Also a parenthetical "( individual or vessel)" would clarify this issue. Third, adding the words “Individual
use" to the beginning of the third sentence will clarify that the numbered paragraphs (1-3) are intended to
define the individual use caps. The result of these three changes is shown in Section 2.3.3.7 of Attachments
A2 and A3.

In addition, Council should clarify with staff how the use caps are to be interpreted and applied across
sectors. Specifically, the Council should specify whether caps are to be applied within each sector (i.e., the
high producing fixed gear catcher vessel shares caps would be calculated and applied as a percentage of the
pool of high producing fixed gear catcher vessel shares). In addition, if transfers of shares across sectors are
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permitted, the Council should specify whether those transfers would affect the application of caps (i.e.,
should provisions similar to those in 3 be developed for transfers across gear types).

Topic 18: Responsibility for harvests

Section 2.5.1 of the motion contains the following three provisions concerning responsibility for harvest of
allocations of hook and line and traw] entities:

2.5.1  Accounting of Halibut Bycatch
Pot vessels continue their exemption from halibut PSC caps.
Hook and line and trawl entities

Option 1. Same as that under IFQ sablefish and halibut programs

Option 2. Cooperatives would be responsible for ensuring the collective halibut bycatch cap was
not exceeded

Option 3. Individual share or catch history owners would be responsible to ensure that their

halibut bycatch allotment was not exceeded

The intent of some of these provisions is unclear. The pot vessel exemption from halibut PSC limits is clear.

The intent of option 1 is unclear. It is assumed that this is intended to either continue certain aspects of the
status quo for or extend some aspect of the status quo to hook and line and/or trawl gear. The Council should
be explicit concerning the options that staff should analyze for the different gear types and participants. If
the provisions apply differently to the different gear types, the provision might be clearest if trawl is
separated from hook and line. In addition, sablefish IFQ holders could be separated from other hook and line
participants for clarity. Possible interpretations are that current management of halibut should be continued
for:

a) sablefish IFQ holders and/or
b) all hook and line participants in the Gulf and/or
c) trawl participants in the Gulf.

Sablefish fish IFQ holders are currently exempt from limitations on halibut bycatch, although an estimate
of that fisheries halibut byvcatch 1s accounted for in setting the halibut TAC. Other longline harvesters are
allocated halibut PSC. which 1s momitored inseason using observer data. This management could continue.
Alternatively, bycatch of PSC halibut by longline participants (including or excluding sablefish IFQ holders)
could be managed by allocation of shares of PSC halibut. Under this approach, PSC halibut allocations and
management could be as described 1n 2.5 and its subsections.

For trawl participants, the current management could be continued under which trawl vessels halibut bycatch
is managed by an allocation of halibut PSC. Alternatively, halibut bycatch by trawl vessels could be managed
by the allocation of PSC quota. as described throughout 2.5.

The Council should consider restating the options explicitly, separating the options by gear and fishery
to the extent that the options are differ across participants.

Options 2 and 3 in their current form are likely unnecessary. The second bullet of Section 4.3.1 provides that
the cooperative would management and be responsible for harvest of a cooperative's allocation and the
cooperative members are jointly and severally liable for the harvests. Given joint and several liability
provided for by the second bullet in section 4.3.1, the cooperative and its members (including the individual
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share holder) are each responsible for the harvests. In an IFQ alternative (without cooperatives), the
individual share holder would always be responsible for individual harvests. In either case, the intention of
the option in 2.5.1 seems redundant with provisions that govern all catch (including halibut PSC harvests).
Inclusion of these two options suggest that liability for halibut PSC harvests is subject to different rules from
other target and bycatch harvests. Unless different rules are intended to govern PSC harvests, options 2 and
3 should be omitted.

Section 2.5.5 of the motion contains the following provision concerning the retention of halibut caught by
longline :

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from fan 30 to start of commercial fishery, and from
end of commercial fishery through December 15.

Option 1. retention is limited to (range 10-20%) of target species
Option 2. permit holder must have sufficient harvest shares (or IFQ) to cover landing

This provision appears to be directed toward permitting halibut landings outside of the current halibut
seasons. In considering this aspect of the program, the Council should bear in mind that permitting holders
of halibut longline PSC shares to retain halibut will likely result in a change in the allocation of that species
to the halibut fishery and the Guif groundfish fisheries. In light of that prospect, the inclusion of the IFQ
requirement as an option (as opposed to having the provision as a mandatory part of a provision for halibut
retention) is unclear. The Council might consider including option 2 as a requirement (rather than an
option), unless it intends to change the halibut allocation to the Gulf groundfish fisheries.

On its face a provision that permits retention of halibut bycatch that would otherwise be discarded has appeal
for its potential to reduce mortality. This provision, however, is not without complication and could create
some unintended incentives. The Council should consider that any provision to permit halibut retention
outside of the current season will require approval of the IPHC. Whether the IPHC would grant such an
approval is uncertain.

Second, permitting retention of halibut bycatch could also increase the cost of accounting in the halibut IFQ
program and change rules governing overages, underages, and transfers. RAM Division requires a minimum
of approximately 5-6 weeks between seasons to reconcile overages, underages, and share transfers and issue
IFQs for the upcoming season. Any provision that would permit retention of halibut in the period between
annual seasons is likely to disrupt this accounting system. Although it is possible to develop a system for the
reconciliation of accounts if retention of out of season halibut bycatch is permitted, substantial additional
accounting costs are likely to be incurred and limitations on harvests and transfers are likely to be necessary.
The Council should question whether this additional cost and the significant modifications to the halibut and
sablefish IFQ program are appropriate for the retention of halibut bycatch during this brief period between
seasons. In addition, since the halibut season is closed during this period, it is possible that some participants
in the rationalized Gulf fisheries may top off with (or make minimal effort to avoid) halibut to take advantage
of the constrained market when prices might be highest. Even if a harvester does not top off with halibut
during this time, the harvesters with the highest bycatch amounts could receive the greatest econornic benefit
from out of season high prices, while the entire fishery bears the additional management cost.?*

2 {nless otherwise specified by the Council, the increased accounting costs would be derived from the cost
recovery program. As a consequence, the added cost arising cut of the out of season bycatch retention would be born
by the entire fleet, not only those that receive the potential benefit of the retained harvests.
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Topic 19: Sideboards

The Council motion contains the following sideboard provisions in section 2.12:

2.12 Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by the
GOA rationalization program allocations upon implementation.

fPaft'rcipantS-irLthe:GQA rationalized-fisheries are limited to their historical pmieipatioﬂ.based on GOA rationalized
qualifying years-in-BSAl.and-SEO groundfish-fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other federally
managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries.

The second provision and the fourth provision are very similar. Typically, harvest sideboards have been
imposed on aggregate harvests, as individual limits are too difficult and costly to enforce. One of those two
sentences should be removed unless a difference is intended. In addition, the Council should consider adding
sideboards for the Gulf jig fishery, which will not be included in the rationalization program.

In addition, the Council should also consider whether sideboards for SEO groundfish are appropriate if the
Council intends to include an allocation of bycatch to participants in the Gulf groundfish fisheries.

Topic 20: Owner on board requirements and vessel length categories

The Council motion includes the following provision concerning owner on board requirements with possible
vessel length categories:
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2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration {this provision may be applied
differently pending data analysis)

i All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessel to fish shares initially issued as "owner on board” shares. This exemption applies only to
those initially issued harvest share units.
Suboeption 1. No owner on board restrictions.
" Suboption 2. A portion (range of 5-1080%) of the quota shares initially issued to fishers/
harvesters would be designated as "owner on board."
Suboption 3. All initial issuees (individual and corporate) would be grandfathered as not being required to
be aboard the vesse] to fish shares initially issued as "owner on board" shares for a period of 5 years after
implementation.
Suboption 4. Shares transferred to initial issuees in the first 5 years of the program would be considered
the same as shares initiaily issued (range of 5 -100% of the quota shares). See above NOTE
Suboption 5. “"Owner on board” shares transferred by initial issuees, after the grace period, would require
the recipient o be aboard the vessel to harvest the IFQ).
Suboption 6. In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of "owner on
board" quota shares may, upon documentationoxnd approval, transfer/lease his or her shares a maximum period
of (Range 1-3 years). yuk gk oi‘-\i ;var pai
iir”" Vessel categories for owner on board requirements 2%
Option 1. . No Categories Call
QOption 2. Vessel Categories as follows
Vessels < 60'
Vessels >= 60' and < 125

Vessels »= 125

The provision contains a range of possible owner on board requirements. Prior to completion of the EIS, the
Council will need to decide specific owner on board requirements and the shares to which those requirements
will apply.

The application of owner on board designations under Part i. are not entirely clear. Specifically, the
interactions of suboptions 4 and 5 with the suboption 2 raises some questions conceming the share
designations. Suboptions 2 would create owner on board requirements Under Suboption 2, some percentage
of each initial allocation would be designated as “owner on board” shares, while the remaining shares would
not have the owner on board designation. This suggests that a share holder could buy or sell shares that have
the designation independently. Over time, some persons might hold all owner on board shares; others might
hold all shares without that designation. Suboption 4, however, provides that shares purchased by an initial
issuee in the first 5 years would be designated the same as shares initially issued (i.e., the same percentage
of purchased shares would be subject to the owner on board designation as the initial allocation). On its face,
this provision would result in the redesignation of shares on transfer, but only in the case of purchase by an
initial issuee. Consider an example in which the Council decides to designate 50 percent of each allocation
as owner on board. If a persons sold 100 shares with the owner on board designation to an initial issuee, 50
of those shares would have the owner on board designation removed. Similarly, if a person sells 100 shares
without the designation to an initial issuee, 50 shares would be redesignated as owner on board. The intention
of the provision could be to apply the grandfathering provision in the introduction of i. to only those shares
initially allocated (and not to shares purchase by intial issuees). If this is the intention, suboption 4 is
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unnecessary, since the grandfather clause provides that its exemption applies only the initial allocation and
not to transferred shares. If the provision is intended to serve some other purpose, that intention should be
clarified. Suboption 5 suggests that the owner on board exemption applies to all shareholders in the first 5
years. This appears inconsistent with all of the other grandfather clauses in the section. The provision is not
necessary and can be deleted, unless it is intended to somehow modify some of the grandfathering provisions.
Staff has proposed a clarification to this provision in Attachments A2 and A3.

Part ii. of this section contains possible vessel categories to which the requirements would apply. The
categories created would be based on vessel length only. This provision is the only reference to vessel length
in the Council’s motion. The reference creates some confusion concerning the possible application of vessel
length categories to shares. The Council should clarify:

. If shares are categorized by vessel length, would the length designation be based on the LLP
designation. 7

. Would those vessel length designations limit the ability of a vessel owner to use the shares on a
vessel of a different length (or simply create owner on board requirements for the use of the shares).

. If vessel length designations are intended to be created, the Council will need to specify the rules

governing use of shares. For example, could shares from a vessel category be used on a smaller
vessel. (Under the LLP, licenses can be used on a vessel smaller than the MLOA.) If those shares
are used on a smaller vessel, would owner on board requirements applicable to the shorter vessel
length apply and would the shares be redesignated permanently for use on the shorter vessel length.
. How would the vessel length requirements interact with cooperative rules and formation
requirements under the different alternatives. Would shares of different vessel length categories be
permitted in a single cooperative. If so, how would the use of the shares be limited by the vessel
length rules and owner on board rules. If these provisions are intended to apply only to IFQ program
alternatives, the introduction could limit the application of the provision to the “low producing”
fixed gear vessels under alternative 2, the only sector that would be subject to an IFQ program. The
provision could also be applied to halibut and sablefish IFQ holders that receive allocations.

The Council should clarify any rules related to vessel length.
Topic 21: Leasing provisions

Section 2.3.3.6 of the Council motion contains the following provision concerning the leasing of shares:

2.3.3.6 Leasing of QS ("leasing of QS" is defined as the transfer of annual IFQ permit to a person who is not
the holder of the underlying QS for use on any vessel and use of IFQ by an individual designated by the QS
holder on a vessel which the QS holder owns less that 20% -- same as "hired skipper" requirement in
halibut/sablefish program).

Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel
upon which a designated skipper fishes the IFQ).

Option 2. No leasing of CP QS (QS holder must be on board or own at least 20% of the vessel
upon which a designated skipper fishes the IFQ).

Option 3. Allow leasing of CV QS, but only to individuals eligible to receive QS/IFQ by
transfer.

Option 4. Allow leasing of CP QS, but only to individuals eligible to receive QS/IFQ by
transfer.

Option 5. Sunset [CP - CV] QS leasing provisions [3 - 5 - 10] years after program

implementation.
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The leasing provisions appear to be directed toward the same end as the owner on board provisions of section
2.3.3.8 of the Council motion. The Council might consider whether its purpose could be served by including
only one of these provisions in an alternative.

\\§ case, these options might not be necessary.

If the Council elects to include leasing prohibitions in an alternative, the application of the options should
be clarified. The Council should specify whether the provisions apply to all vessels and sectors or whether
the provisions would apply only to certain sectors (i.e., “low producing” fixed gear shares or halibut and
sablefish IFQ holders). In addition, if the provisions are applied to sectors that are governed by cooperative
programs, the application of the provisions to shares fished by cooperatives should be specified.

Topic 22: Deliveries to catcher processors

Section 2.3.3.12 of the Council motion provides:

2.3.3.12 Processing Restrictions
- Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2. CPs would be prohibited from buying CV fish
Option 3. CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.

The Council should clarify its intent in this provision. Specifically, the Council should clarify whether the
provision applies to deliveries of harvest with A shares (designated for delivery to a qualified or associated
processor) and/or B shares (which can be delivered to any processor). If the Council elects to limit deliveries
of A shares to catcher/processors that might prevent catcher/processors that have historically accepted
deliveries from catcher vessels from continuing that practice. Also, the Council should clarify whether
deliveries of “low producing” fixed gear catcher vessels can be made to catcher/processors under alternative
2. The Council should maintain consistency with section 3.1.1.1 of the Council motion, which provides for
rules governing the delivery of B share landings (which can be delivered to any processor). That section
provides:

3.1.1.1 Closed class delivery requirements

Option 1: 50-100% of CV harvest share allocation will be reserved for delivery to:

i the linked qualified closed trawl or fixed class processor (or)

il any qualified closed trawl or fixed or large or small class processor
The remaining (50 -0%) CV harvest share allocation can be delivered to:

i. any processor excluding CPs

il. any processor including CPs

Option 2. Low producing vessels are exempt from closed class delivery requirements

S:\MJANE\GOA _Rationalization\copy4OctO3\GOA Alternatives Oct03 0918.wpd 38



The second part of option 1 contains options that would prohibit or permit the delivery of B shares to
catcher/processors. In choosing appropriate options for this provision, the Council should be clear as to
whether “low producing” fixed gear catcher vessels would be permitted to deliver harvest to
catcher/processors.

Application of any rule that limits processing by catcher/processors will require that
catcher/processors be defined. Definition of this sector can be problematic because vessels used as
catcher/processors may also be used as floating processors. For purposes of implementing this provision, the
Council must decide when a vessel is acting as a floating processor, as opposed to a catcher/processor. The
current regulations that define catcher/processors and define the inshore and offshore components of the
GOA groundfish fisheries may be useful in developing an appropriate rule. Under the regulations, a
catcher/processor is a vessel that is used for catching fish and processing that fish. The regulations also
separate the TAC in the GOA groundfish fisheries between an inshore sector and an offshore sector.
Processing in the inshore sector is limited to shore plants, stationary floating processors (which must operate
within State waters in a single geographic location during a season when processing pollock or Pacific cod),
and small processing vessels (including catcher/processors and processors which are less than 125 feet LOA
and process less than 18 metric tons of pollock and Pacific cod per day). Vessels may not participate in both
the inshore and offshore components in a single year, so the offshore component is defined as processors not
in the inshore component. The Council may wish to modify this definition if it intends to limit processing
by catcher/processors under the rationalization program.

Topic 23: Incentive fishery participation

The Council motion contains the following provision concerning participation in the incentive fisheries:

Eligibility to fish in the incentive fisheries
The unallocated QS for the incentive fisheries are available for harvest, providing the vessel has

adequate PSC and bycatch species and the vessel is a member of a GOA fishing cooperative.
Any quota holder qualified to be in a coop.

This provision is unclear concerning eligibility to participate in the incentive fisheries. The two lettered
paragraphs appear to be options, but the application of these options under the alternatives is unclear. Under
A, only cooperative members that have adequate PSC and bycatch are permitted to participate in the
incentive fisheries. Under alternative 2, this provision could prevent “low producing” fixed gear catcher
vessel share holders that choose not to join cooperatives from participating in the incentive fisheries. In
addition, halibut and sablefish IFQ holders that receive bycatch allocations would be excluded from the
incentive fisheries.

Under B, only halibut and sablefish IFQ holders that are not also considered part of the rationalization
program would not be permitted to fish the incentive fisheries. Under this provision, even members of the
open access fishery would be permitted to fish the incentive fisheries. Participation of open access
participants in the fishery, however, is not well-defined. Open access participants could be permitted to
harvest incentive species as long the open access fishery remains open and adequate PSC and bycatch are
available. A possible revision to this section is provided in Attachments A2 and A3.
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Topic 24: Incentive fishery accounting

Section 2.6.2 of the Council motion provides:

2.6.2  Catch accounting for the incentive fisheries - Allocated QS and Incentive fishery quota

Option 1. The individual coop member's apportionment of the allocated incentive species QS
must be used prior to the individual gaining access to the incentive fishery
unallocated portion. The coop will notify NMFS when a vessel enters the incentive

) fishery quota pool. 3

Option 2. The coop's allocation of incentive species QS must be fished before gaining access
to the unallocated portion of the incentive species quotas. The coop members
through a contractual coop agreement will address catch accounting amongst the
coop members.

Option 3. For vessels not participating in a sector coop, the unallocated incentive species are
available for harvest once the non-coop sector's allocation of the incentive species
has been used or individual IFQ holder's allocation of the incentive species has been
used.

These options in this section provide that a participants allocation of an incentive species must be fished prior
to gaining access to the unallocated portion of the incentive species TAC. Options 1 and 2 address
cooperative participation in the incentive fishery. Under option 1, an individual’s harvest of an incentive
species is deducted from the incentive species TAC as soon as the individual’s allocation is harvested. This
would allow an individual to begin fishing off the unallocated TAC despite the individual’s cooperative
holding unused shares of the incentive species. Under option 2, a cooperative’s entire incentive species
allocation must be used prior to harvest of an incentive species being deducted from the unallocated portion
of the incentive species TAC. Option 3 provides for accounting of incentive species for non-members of
cooperatives. Under this option, an individual would begin fishing off the unallocated TAC only after the
individual’s allocation of incentive species is harvested. This provision could be applied to participants in
the “low producing” fixed gear catcher vessel share holders under alternative 2 and halibut and sablefish IFQ
holders under either alternative No provision for the accounting of open access participants’ harvests from
the incentive fisheries is provided. A possible provision is included as option 4 in Section 2.6.2 of
Attachment A2 and A3.

Topic 25: Eligibiliny of haltbur and sablefish IFQ holders

Section 2.4 of the Council motion provides:
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2.4 Allocation of Bycatch Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thornyhead rockfish.

i. Allocation of shares
Option 1. Allocate shares to all fishermen (including sablefish & halibut QS
fishermen) based on fleet bycatch rates by gear:
Suboption 1. based on average catch history by area and target fishery
Suboption 2. based on 75th percentile by area by target fishery
Option 2. Allocation of shares will be adjusted pro rata to allocate 100% of
the annual TAC for each bycatch species.
Suboption 1. Other slope rockfish in the Western Gulf will not be
allocated, but will be managed by MRB and will go to
PSC status when the TAC is reached.

Suboption 2. Pro-rata bycatch reduction allowances in open access
fisheries reduced from historical bycatch rates at :
i 5%
ii. 10%
iii. 15%
Option 3. Bycatch allocations will be awarded to the owners of sablefish and

halibut QS, rather than the LLP holders.

Option 1 provides that fishermen, including halibut and sablefish QS fishermen would be allocated shares.
Option 3 provides for the allocation of bycatch to “owners of sablefish and halibut QS, rather than LLP
holders.” The need for and intention of option 3 is unclear given that halibut and sablefish IFQ holders are
included in the allocation under option 1. The exclusion of LLP holders from the allocation is very confusing.
The purpose of option 3 should be clarified, unless it is redundant, in which case, it should be deleted.

Topic 26 Halibut PSC transfer reductions and cooperatives

Section 2.5.3 of the Council motion provides:

2.53  Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality

Halibut PSC harvest shares are separable from target groundfish harvest shares and may be transferred
independently within sectors. When transferred separately, the amount of Halibut PSC allocation would be
reduced, for that year, by:

Option 1. 0%
Option 2. 5%
Option 3. 7%
Option 4. 10%
Option 5. Exclude any halibut PSC transferred for participation in the incentive fisheries

The motion is not clear whether the reduction would apply to the transfer of halibut bycatch within a
cooperative. If the Council intends to exempt any use of members’ halibut PSC by a cooperative from the
reductions on transfer, the Council should explicitly provide for that exemption.
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Topic 27: Blocked shares

Section 2.7 of the Council motion provides:

2.9 Preserving entry level opportunities for P. cod
2.7.1  P.cod harvest share for H&L and pot lowest producer would remain "tied" to a block of quota and
could only be permanently sold or transferred as a block.
Option 1. 10,000 pounds constitutes one block
~ Option 2. 20,000 pounds constitutes one block

2.7.2  Eligible participants would be allowed to hold a maximum of:

Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks
Suboption. Lowest producer harvest shares earned as a bycatch in the halibut sablefish
ITQ program would be exempt from the block program.

The provisions of the section raise several questions. Section 2.7.1 appears to be intended to create a block
program similar to the halibut and sablefish IFQ block program. This being the case, the shares allocated
would not remain tied to a block, but would be an inseparable block. The pound threshold for creating a
block could be interpreted in a few different ways. The most straightforward interpretation, which is
analogous to the interpretation in the halibut and sablefish IFQ program is that the allocation would not result
in the allocation of more than the threshold number of pounds in the year the block program was adopted,
which was the year prior to the commencement of the program. The Council could either specify a year or
use the last qualifying year as the basis for determining whether a share allocation would exceed the block
threshold.

In the halibut and sablefish program, the block threshold was applied on an person (meaning individual or
company) and area basis. So, if the person receives an allocation in excess of the poundage threshold in an
area, that particular allocation would not be blocked. If the allocation to the person is below the threshold
in another area, that allocation would be blocked. This approach will simplify the application of the rule, but
limits the analysis of the rule because of the lack of availability of ownership records.

The motion provides that the block program would apply to hook and line and pot “lowest producer”. This
provision is unclear since “lowest producer” is not defined. Since pound thresholds are provided, the words
“lowest producer” could be omitted. If some other meaning is intended, the Council should clarify its intent.?

Section 2.7.2 provides for limitations on the number of blocks a person may hold. No option is included that
would limit the holding of shares by holders of unblocked shares. If the Council intends to limit the block
holdings of holders of unblocked shares, the Council should add a provision such as:
“‘any person may hold:
a) __ block(s) and any amount of unblocked shares or
b) __ blocks.”

Such a provision is similar to that of the block program in the halibut and sablefish IFQ program.

* Inalternative 2, the Council could apply the “low producing” fixed gear catcher vessel definition to determine
blocking of shares. Given the pound threshold, the “low producing” limitation is likely unnecessary and could be
inconsistent.
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Section 2.7.2 also includes a provision that would exempt shares earned as bycatch in the halibut and .

sablefish IFQ fishery from the block program. €ufrently, no optien-for the-allocation-of-target-species :)/"i/ » (
Wmmmm% A

Topic 28: State fisheries and data analysis

The Council motion contains the following provision concerning State fisheries:

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 1. Status Quo -Federal TAC taken in federal waters and in state waters, during a 'parallel
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.

No 'parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal zone (3 - 200 nm);
and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state water fisheries
representing a range of harvests that occurred in state waters. This could include harvest from the status quo
parallel fishery and the state waters P. cod fisheries. State waters fisheries would be managed by ADF&G
through authority of, and restrictions imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2. Limited to Western, Central GOA management areas and/or West Yakutat.

Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear restrictions, etc to be
imposed by the BOF).

Fixed allocation for:
Suboption 1. P. cod
Suboption 2. Pollock
Suboption 3.  All other GOA groundfish species

Option 1 would retain the status quo. This option could only be implemented if the Council chooses to retain
the status quo in the federally managed fisheries. Otherwise, the harvest allocations under a rationalized
fishery could not be protected, if State water participants could harvest unlimited quantities of fish against
the federal TAC.

Option 2 would allocate the historic State water harvest (including both parallel fishery harvest and State
water cod harvest) to the State to support a State water fishery, which would be managed by the State.
Harvest of the remaining federal TAC would be in federal waters only and would be subject to the rules of
the rationalization program. This option raises the questions concerning the extent to which harvests by LLP
holders and State water parallel fishery participants would be credited under the rationalization program.®

26 Under section 2.2.2, Option 2, non-federally permitted participants in the State water parallel fisheries would
receive harvest allocations in the rationalization program for their State water parallel fisheries harvests.
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Specifically, if harvests from State waters (0-3 nm) during the parallel fishery are allocated to a State water
fishery, should the Council also allocate those harvests to an individual LLP holder or non-LLP paraliel
fishery participant under the rationalization program. The Council could choose one of two approaches for
each of these groups of participants:

Under the rationalization program, LLP holders could be credited with:
1) all landings of harvests from all waters (federal fishery and State water parallel fishery (0-
200 nm)) during the federal season, or
2) only landings of harvests from federal waters (3-200 nm) during the federal season.

Under the rationalization program, non-federally permitted participants in the State water parallel fishery
could be credited wich:
1) all landings from the State water parallel fishery (0-3 nm) during the federal season, or
2) no landings from the State water parallel fishery (0-3 nm) during the federal season.

In making this decision, the Council should bear in mind that if (1) is selected for either group of participants,
State water harvests (0-3 nm) would be credited twice in determining allocations; once in making the
allocation to the new State water fishery and a second time in making the allocation to the individual LLP
holder or historic State water participant for use in the rationalized federal fishery. Depending on the rules
governing entry to the State water fishery, favoring one allocation rule over the other could be perceived as
more equitable. If a rule limits participation of a harvester in the new State water fishery, including state
water harvests of that harvester in the federal fishery allocation would appear to be more justified. In
addition, the Council should also consider its objectives in rationalizing the fisheries and which of the
different allocation rules best serves those objectives.

The same allocation issues that arises under option 2 could also arise under option 3. Under option 3, 2
specified percentage of the federal TAC would be allocated to a State managed fishery, which would be
prosecuted in State waters.”” Under this provision, both the magnitude and basis for determining the
magnitude of the allocation to the State fishery are unstated. The Council could consider several factors in
determining the extent of that allocation, including historical harvest patterns, allocations under the federal
rationalization program and the rules governing entry to the State water fishery. In any case, the allocation
is likely to depend on the Council’s balancing its manifold objectives in rationalizing the Gulf fisheries.

The uncertainty concerning the scope of allocations to the federal rationalized fishery and the new State
water fishery and inclusion of participants in share allocations or exclusions of historical participants under
limitations on entry in State fisheries complicate the analysis of the options. The data analysis is especially
complicated since these provisions interact with each other. To estimate individual allocations the analyst
must know the participants that will receive an allocation in the federal fishery and the harvests that will be
credited in the altocation for the participant. Based on this information alone, the analyst can describe the
allocation, but only as a share of the federal fishery. The analyst cannot describe the allocation as a share of
the total TAC until the division of that TAC between the federal and State fisheries is decided. In addition,
the analyst cannot provide any information concerning whether any participant or group of participants
would receive an allocation under the federal fiskery (or have a harvest opportunity under the State fishery)
that is comparable to the historic harvests of that participant or group of participants. The fairness of an
initial allocation is often argued to hinge on whether participants are able to maintain harvests under the new
program that are comparable to historic harvest levels. Without more complete information concerning the

% Option 3 is silent on whether participants in the federal fishery would be permitted to harvest any fish from
State waters.
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allocation to State water fisheries and participation in those State water fisheries, analysts cannot determine
whether any participant’s access to harvests will be similar to historic levels.

Topic 29 “Target” and “Bycatch” species

Throughout the motion, the Council has used the term “target” to identify species that will be allocated based
on individual landings and “bycatch” to identify species that will be allocated based on a percentage of the
average incidental catch. The use of the terms “target” and “bycatch” to identify these species has caused
consistent confusion among analysts working on this project and is likely to cause confusion for managers
and the public as the program is implemented.

Section 2.3 identifies target species as pollock, Pacific cod, deepwater flatfish, rex sole, shallow water
flatfish, flathead sole, Arrowtooth flounder, northern rockfish, Pacific ocean perch, and pelagic shelf
rockfish. Managers typically refer to “targets” as a single species that a harvester is attempting to catch over
some period of time (e.g., week) or activity (e.g., set, haul, or landing). Depending on the application,
different measures for determining targeting may be applied by managers. In any case, many of the species
listed as targets are often harvested incidentally by harvesters targeting another species. Use of the term
target suggests to some that allocations will be based solely on harvests made while targeting the species.
The Council, realizing that such an interpretation would be impossible to implement because of inadequate
records, has chosen to make allocations of the species based on all landings of the “target” species, regardless
of whether the species was actually targeted. To avoid the confusion over whether landings would be credited
in allocations, staff suggests substituting the neutral term “primary” for “target” in the Council motion.

Section 2.4 identifies bycatch species as thornyhead, rougheye, shortraker, other slope rockfish, Atka
mackerel, and sablefish. The use of the term “bycatch” to describe these species has also caused some
confusion. Under the Magnuson Steven Act, “bycatch” is defined as “fish which are harvested in a fishery,
but which are not sold or kept for personal use, and includes economic discards and regulatory discards. .
. (see Sec. 3. 104-297). Since the species the motion refers to as “bycatch” species are frequently landed
and processed, the use of the term “bycatch™ is a misnomer under the MSA definition and is likely to lead
to additional confusion. Staff recommends that the Council use the term “secondary” species to describe
these species. Suggested changes are proposed in Section 2.1, 2.3, 2.4, 2.5, 2.6, and 4.6 of Appendices A2
and A3.
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ATTACHMENT Al
TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
OCTOBER 2003

NORTH PACIFIC FISHERY MANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS
June 16, 2003

1 Status Quo (No Action Alternative)

2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf, Central Gulf, and West Yakutat—separate areas

For Pollock: 610 (Western Gulf), 620 and 630 (Central Gulf), 640 (West Yakutat (WY))

e Shortraker and rougheye (SR/RE) and thornyhead rockfishes will be divided between Southeast Outside
(SEQ) and WY

¢ The allocation of rockfish bycatch to the halibut IFQ fishery will be on a NMFS management area basis

¢ Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WY AK allocation

¢ SEO is exempt except for SR/RE and thornyhead rockfishes as bycatch species. Allocation will be based
on target catch in sablefish, halibut, Demersal Shelf Rockfish and P. cod fishery

Gear: Applies to all gear except jig gear—
Option 1. The jig fishery would receive an allocation based on its historic landings in the qualifying

years — the jig fishery would be conducted on an open access basis.

Option 2. Gear would be accounted for in a manner similar to sport halibut harvests in halibut IFQ

22

2.2.1

fishery.

Suboption: Cap jig harvest at ___ % of current harvest by species and area:
1. 125%
2. 150%
3. 200%

Qualifying periods and landing criteria (same for all gears in all areas)
(The analysis will assess AFA vessels as a group)

Option 1.  95-01 drop 1

Option 2. 95-02drop 1

Option 3.  95-02 drop 2

Option4. 98-02 drop 1

Qualifying landing criteria

Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector)

NOTE: Total pounds ianded will be used as the denominator.

Catch history determined based on the poundage of retained catch year (does not include meal)

Suboption: catch history for P. cod fisheries determined based on a percentage of retamed catch
per year (does not include meal)
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2.2.2  Eligibility

LLP participation |
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.

Suboption 1.  Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2.  Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlled by the LLP license holder and identified by the license holder as having
been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option 2. Non-LLP (State water parallel fishery) participation
Suboption 1. Any individual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2.  Vessel owner at time of non-federally permitted legal landing during a State of
" "Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.

The Council requests NMFS RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing catch history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 1. Status Quo —Federal TAC taken in federal waters and in state waters, during a ‘parallel’
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.

No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 - 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo parallel fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1.  Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.
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Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P.cod

Suboption 2.  Pollock

Suboption 3. All other GOA groundfish species

Council reguests that staff provide an analysis of catch data showing harvest in.éide 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Target Species Rationalization Plan
Target Species by Gear

2.3.1 Initial Allecation of catch history
Option 1.  Allocate catch history by sector and gear type
Option 2.  Allocate catch history on an individual basis
a. Trawl CV and CP:
Pollock, Pacific cod, despwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northem rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot is
targeted), northern rockfish, Arrowtooth flounder
¢. Pot CV and CP:
Pacific Cod

2.3.2 Harvest share (or QS/IFQ) Designations
2.3.2.1 Vessel Designation of low producers and high producers in the fixed gear class.
Low producing vessels are:
Option 1.  less than average harvest shares initially allocated by gear, species and area
Option 2.  less than the 75th percentile harvest shares initially allocated by gear, species and area
High producing vessels are the remainder.

2.3.2.2 Harvest share sector designations:
Option 1. No designation of harvest shares (or QS/IFQ) as CV or CP
Option 2. Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:
Actual amount of catch harvested and processed onboard 2 vessel by species.

2.3.2.3 Harvest share gear designations
Option 1. No gear designation
Option 2. Designate harvest shares as Longline, Pot, or Trawl
Option 3. Longline and pot gear harvest shares (or IFQ) may not be harvested using traw] gear.
Option 4.  Pot gear harvest shares (or IFQ) may not be harvested using longline gear

2.3.2.4 If a closed class of processor alternative is chosen, CV harvest shares will be issued in two
classes. Class A shares will be deliverable to a qualified processor or processor shareholder
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(as applicable). Class B shares will be deliverable to any processor as authorized under this

program.

Option. Only the annwal allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.

2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/IFQ)

2331

2332

2333

2334

2335

Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):

Option 1.  US citizens who have had at least 150 days of sea time

Option 2. _ Entities that have a U. S. citizen with 20% or more ownership and
at least 150 days of sea tirme

Option 3.  Entities that have a US citizenship with 20% or more ownership

Option 4. Initial recipients of CV or C/P harvest share

Option 5.  US Citizens eligible to document a vessel.

Option 6. Communities would be eligible to receive harvest shares by transfer (this provision
would be applicable if certain provisions of 2.9 are adopted.)

Restrictions on transferability of CP harvest shares

Option 1.  CP harvest shares maintain their designation upon transfer.

Option 2. CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3.  CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:

Option 1.  all CP shares

Option 2. trawl CP shares

Option 3. longiine CP shares

Vertical integration

Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:

Option 1. initial allocation of harvest CV and CP shares.

Option 2. 115-150% of initial allocation of harvest CV shares.

Option 3. 115-150% of initial allocation of harvest CP shares.

Definition of sea time

Sea time in any of the U.S. commercial fisheries in a harvesting capacity.

2336

Leasing of QS (“leasing of QS” is defined as the transfer of annual IFQ permit to a person who is not

the holder of the underlying QS for use on any vessel and use of IFQ by an individual designated by

the QS holder on a vessel which the QS holder owns less that 20% -- same as “hired skipper”

requirement in halibut/sablefish program).

Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the IFQ).

Opticn 2. No leasing of CP QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the IFQ).

Option 3. Allow leasing of CV Q8S, but only to individuals eligible to receive QS/IFQ by transfer.

Option 4.  Allow leasing of CP QS, but only to individuals eligible to receive QS/IFQ by transfer.

Option 5.  Sunset [CP — CV] QS leasing provisions [3 — 5 — 10] years after program

implementation.
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2.3.3.7 Separate and distinct harvest share use caps

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the
individual use cap for each species. Initial issuees that exceed the use cap are grandfathered at their
current level as of a control date of April 3, 2003; including transfers by contract entered into as of
that date. Caps apply to all harvesting categories by species with the following provisions:

Apply individually and collectively to all harvest share holders in each sector and fishery.
Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):

i.

ii.

Trawl CV and/or CP (can be different caps):
Use cap based at the following percentile of catch history for the following species:
(i.e., 75" percentile represents the amount of harvest shares that is greater than the amount of
harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish
Suboption 1. 75 %
Suboption 2. 85%
Suboption3. 95 %
Longline and Pot CV and/or CP (can be different caps)
based on the following percentiles of catch history for the following species:
Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish
Suboption 1. 75 %
Suboption 2.  85%
Suboption 3. 95 %

Conversion of CP shares:

i. CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.

ii. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV' shares alone will not require a CP shareholder to divest CP shares for
exceeding the CP share cap.

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration {this provision may be applied
differently pending data analysis)

i

All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessel to fish shares tnitially issued as “owner on board” shares. This exemption applies only
to those initially issued harvest share units.

Suboption 1. No owner on board restrictions.
Suboption 2. A portion {range of 5-100%) of the quota shares initially issued to fishers/ harvesters

would be designated as “owner on board.”

Suboption 3. All initial issuees (individual and corporate)} would be grandfathered as not being

required to be aboard the vessel to fish shares initially issued as "owner on board”
shares for a period of 5 years after implementation.

Suboption 4.  Shares transferred to initial issuees in the first 5 years of the program would be

considered the same as shares initially issued (range of 5 —100% of the quota
shares). See above NOTE

Suboption 5.  “Owner on board” shares transferred by initial issuees, after the grace period, would

require the recipient to be aboard the vessel to harvest the IFQ.
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Suboption 6.  In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of

"owner on board" quota shares may, upon documentation and approval,
transfer/lease his or her shares a2 maximum period of (Range 1-3 years).

ii. Vessel categories for owner on board requirements
Option 1. No Categories
Option 2. Vessel Categories as follows

Vessels < 60°
Vessels »>= 60" and < 125’
Vessels »>= 125’

2.3.3.9 Overage Provisions

23.3.10

23.3.11

2.3.3.12

i. Trawl CV and CP:

Suboption 1.  Overages up to 15% or 20% of the last trip will be allowed— greater
than a 15% or 20% overage result in forfeiture and civil penalties. An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or [FQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation {(or IFQ).

Suboption 2.  Qverage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. (i.e., no
overages would be charged if a harvest share (or IFQ}) holder goes over
his/her annual allocation (or IFQ) when incentive fisheries are still

' available).
ii. Longline and pot CV and CP:

Overages up to 10% of the last trip will be allowed with rollover provisions for

underages— greater than a 10% overage resilts in forfeiture and civil penalties. An

overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or IFQ. This provision is similar to that currently in place for the Halibut and

Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully utilized for the year. (i.e., no overages would
be allowed if a harvest share {or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

Retention requirements for rockfish, sablefish and Atka mackerel:

Option 1. no retention requirements.

Option 2.  require retention (all species) until the annual allocation (or IFQ) for that species is
taken with discards allowed for overages

Option 3. require 100% retention (all species) until the annual allocation {or IFQ) for that
species is taken and then stop fishing.

Limited processing for CVs

Option 1. No limited processing

Option 2. Limited processing of rockfish species by owners of CV harvest shares is allowed up
to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.

Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2.  CPs would be prohibited from buying CV fish
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24

2.3

251

Option 3.  CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.

Allocation of Bycatch Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thomyhead rockfish.

i. Allocation of shares )

Option 1. Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet bycatch rates by gear:

Suboption 1. based on average catch history by area and target fishery

Suboption 2. based on 75® percentile by area by target fishery

Option 2. Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each bycatch species.

Suboption 1.  Other slope rockiish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.

Suboption 2.  Pro-rata bycatch reduction allowances in open access fisheries reduced
from historical bycatch rates at :

i. 5%
ii. 10%
iii. 15%
Option 3.  Bycatch allocations will be awarded to the owners of sablefish and halibut QS,
rather than the LLP holders.

ii. Include these species for one gear type only (e.g., trawl). Deduct the bycatch from gear types
from TAC. If deduction is not adequate to cover bycatch in other gear types, on a seasonal basis,
place that species on PSC status until overfishing is reached.

iii. Retain these species on bycatch status for all gear types with current MRAs.

iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(*“T” shares) by area. “T” shares would be fully leasable, exernpt from vessel size and block
restrictions, and retain sector designation upon sale.

Suboption. These shares may be used with either fixed gear or trawl gear.

v. Permit transfer of bycatch QS

Option 1.  Groundfish harvest shares and bycatch shares are non-separable and must be
transferred as a unit.

Option 2.  Groundfish harvest shares and bycatch shares are separable and may be transferred
separately

PSC Species

Accounting of Halibut Bycatch

Pot vessels continue their exemption from halibut PSC caps.

Hook and line and trawl entities

Option 1.  Same as that under IFQ sablefish and halibut programs

Option 2. Cooperatives would be responsible for ensuring the coliective halibut bycatch cap was
not exceeded

Option 3. Individual share or catch history owners would be responsible to ensure that their halibut
bycatch allotment was not exceeded
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25.2

2.3.3

254

255

2.6

Halibut PSC Aliocation

Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Bycatch only species would receive
no halibut allocation.

Initial allocation based on average halibut bycatch by directed target species during the gualifying
years. Allocations will be adjusted pro rata to equal the existing PSC cap.

By sector average bycatch rates by area by gear:

Option 1. Both sectors

Option 2. _ Catcher Processor/Catcher Vessel

Annual transfer/] easing of Trawl or Fixed Gear Halibut PSC mortality

Halibut PSC harvest shares are separable from target groundfish harvest shares and may be
transferred independently within sectors. When transferred separately, the amount of Halibut PSC
allocation would be reduced, for that year, by:

Option 1. 0%
Option 2. 5%
Option3. 7%
Option4. 10%

Option 5.  Exclude any halibut PSC transferred for participation in the incentive fisheries

Permanent transfer of Halibut PSC harvest share mortality

Option 1. Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod '

Option 2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately

Retention of halibut bycaich by longline vessels

Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15.

Option 1. retention is hmited to (range 10-20%) of target species

Option 2.  permit holder must have sufficient harvest shares (or IFQ) to cover landing

Incentive species

Arrowtooth flounder, deepw ater flatfish. flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize sl their shares for an incentive species before participating in incentive fishery
for that species.

2.6.1

2.6.2

Option. The portion of histonc unharvested West Yakutat TAC will be made available as an
incentive fishery. subject to provision of incentive fisheries

Eligibility to fish in the incentive fisheries

A. The unallocated QS for the incentive fisheries are available for harvest, providing the vessel has
adequate PSC and bycatch species and the vessel is a member of a GOA fishing cooperative.

B. Any quota holder qualified to be in a coop.

Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota

Option 1.  The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMFS when a vessel enters the incentive fishery quota
pool.
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Option 2.  The coop’s allocation of incentive species QS must be fished before gaining access to
the unallocated portion of the incentive species quotas. The coop members through a
contractual coop agreement will address catch accounting amongst the coop members.

Option 3.  For vessels not participating in a sector coop, the unallocated incentive species are
available for harvest once the non-coop sector’s allocation of the incentive species has
been used or individual IFQ holder’s allocation of the incentive species has been used.

27 Preserving entry level opportunities for P. cod

2.7.1 P.cod harvest share for H&L and pot lowest producer would remain *tied” to a block of quota and
could only be permanently sold or transferred as a block.
Option 1. 10,000 pounds constitutes one block
Option 2. 20,000 pounds constitutes one block

2.7.2  Eligible participants would be allowed to hold a maximum of:
Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks
Suboption. Lowest producer harvest shares earned as a bycatch in the halibut sablefish ITQ program
would be exempt from the block program

2.8 Skipper/Crew
A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew
Suboption 1. Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2.  Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3.  Initial allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
i.Vessel owners receiving initial QS or harvest privileges; or
it. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/or appropriate NMFS documentation (starting date
for five years is 2003).
Suboption 1. include crew in the license program.
Suboption 2.  require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program.

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

2.9 Communities
Note: Bering Sea/Aleutian Islands communities (CDQ or otherwise) and communities adjacent to the

Eastern GOA regulatory area Southeast Outside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

Page 9 09/19/03



2.9.1 Regionalization
Regionalization options may be selected under any of the proposed alternatives for Guif rationalization.
If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

*Processing licenses that are regionally designated cannot be reassigned to another region.

*Catcher vessel harvest shares are regionalized based on where the catch was precessed, not where it was
caught.

*Catcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under *Section 2.2 Qualifying Periods”.

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas comer for Cook Inlet bottom trawl ban area) extending west to east to the
intersection with 140° W long, and then southerly along 140° W long.).

The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rockfish (combined); CGOA Pacific cod
(inshore); GOA sablefish (trawl); WY pollock

292 Community Fisheries Quota (CFQ)

2.9.2.1 Administrative Entity
Option 1. Guif wide administrative entity
Option2. Regional administrative entities (Western Gulf, Central Gulf, Eastern Gulf)
Option 3. Muiti-community administrative entities
Option4. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFES.

2.9.2.2 Eligible Communities
Option 1.  Population (based on 2000 Census):
a. Lessthan 1,500
b. ILessthan 2,500
¢. Less than 5,000
d. Less than 7,500
Option 2.  Geography
Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water
Communities within 10 nantical miles of the Gulf Coast
Communities on the south side of the Alaska Peninsula that are adjacent to Ceniral and
Western GOA management areas {including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.
Option 3. Historic Participation in Groundfish Fisheries
a. Communities with residents baving commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and
traditional use threshold for halibut
Option 4. Government Structure

po op
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2923

2924

2925

2926

2927

2928

293

2.93.1

29.3.2

a. Communities recognized by the State of Alaska as a first class, second class, or home
rule municipality
b. All other eligible communities

Species
Option 1.  All rationalized groundfish species
Option 2.  Limited to species that can be caught without (hard on) bottom trawling

Allocation.

Option 1. 5% of annual TAC
Option 2. 10% of annual TAC
Option 3. 15% of annval TAC

Harvesting of Shares _

Option 1. Limited to residents of eligible communities that own their vessels
Option 2.  Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option 4. No offshore Ieases to CPs.

Use of Revenue
Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.

Option2. Community development projects that tie directly to fishenies and fisheries related
projects, education and government functions.

Option 3. Education, social and capital projects within eligible communities as well as
governmental functions.

Qualification of Administrative Entity

The administrative entity must submit a detailed statement of eligibility to NMES and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

Administrative Oversight

A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elernents and timing of the report will be outlined in regulation.

Community Purchase Program
Administrative Entity
Option. The administrative entity representing a comrounity or communities must be a non-profit

entity qualified by NMFS.

Eligible communities

Option 1. Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500

Option 2.  Geography

a. Coastal Communities without road connections to larger community highway network
b. Coastal communities adjacent to salt water
¢. Communities within 10 nautical miles of the Gulf Coast
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d. Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
GOA management areas (including Yakutat) within 5 navtical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.

Option 3. Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002) _

b. Communities determined by the State of Alaska to have met the customary and traditional use

threshold for halibut
Option 4. Government Structure .

a. Communities recognized by the State of Alaska as a first class, second class, or home rule
municipality

b. All other eligible communities

2.9.3.3 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMFES and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight
A report submitted to NMFES detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization program.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.94.2 CIFT Designation
Option 1.  One CV CIFT for entire GOA (exclude SEQ)
Option 2. Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Guif Coast (Homer to Yakutat)
Option 3. CP-based CIFT

Defer remaining issues to a trailing amendment
2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.
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2.11 Review and Evaluation

2.11.1 Data collection. _

A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset _

Option 1. The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
evaluation of the program’s performance compared to its objectives.

Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption4.  No sunset provision.

Option 2.  Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
Stevens Act standards. This review shall include analysis of post-rationalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those impacts. Subseguent reviews are required every 5 years.

2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized qualifying years in BSAI and SEO groundfish fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

3 Processing Sector Provisions

3.1 Provisions for a Closed Class of Processors

3.1.1 Harvester Delivery requirements

3.1.1.1 Closed class delivery requirements

3.1.1.1 Option 1. 50-100% of CV harvest share allocation will be reserved for delivery to:
i. the linked qualified closed trawl or fixed class processor.
ii. any qualified closed trawl or fixed or large or small class processor
The remaining (50 -0%) CV harvest share allocation can be delivered to:
i. any processor excluding CPs
ii. any processor including CPs

Option 2. Low producing vessels are exernpt from closed class delivery requirements
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3.1.1.2 Linkage:
Option 1.

Option 2.

A harvester’s processor linked shares are associated with the qualified fixed or trawl
closed class large or small processor to which the harvester delivered the most pounds of

groundfish during

the last ___ years of the harvester allocation base period.
i1

ii. 2

iii. 3

If the processor with whom the harvester is associated with is no longer operating, the harvester is eligible to
deliver to any qualified processor.

The Council requests that staff provide a discussion paper addressing the effect of a use cap on the number
of processors in a region.

3.1.1.3 Penalties for moving between linked processors

Option 1.
Option 2.

No share reduction for moving between processor year to year
Share reductions of 10-20% each time a harvester moves to a different linked processor
for:

i 1 year
il. 2 years
iii. 4 years

The share reduction shail be redistributed to:

i The shareholders in association with that processor that the shareholder left (if it

Option 3.

continues to exist).
ii. To all cooperatives in the sector on a pro rata basis. (applies if mandatory
cooperatives)
Penalty to move depends on the amount of open access B share fish. Vessel leaves A
share for one year.

Suboption: Penalty applies to both A and B shares.

Closed A share class | Open B share class | Penalty on total amount | Ratio of penalty on A
of A and B shares shares to B shares
90% 10% 10% 0:1 (9%)
80% 20% 20% 4:1 16%)
70% 30% 30% 73 (21%)
60% 40% 40% 32 (24%)
50% 50% 50% 1:1  (25%)
Option4. One year penalty in open access.

Option 5.

No penalty. Movement allowed only upon agreement between Coop members and
affiliated processor.

3.1.1.4 Low preducing vessel provisions
i. Low producing vessels are defined as:
Option 1. H&L or pot CVs receiving less than average QS initially allocated by gear, species

and area

Option 2. H&L or pot CVs receiving less than the 75® percentile QS initially allocated b
y Y

gear, species and area

if. Provisions for low producing vessels
Option 1. Low producing vessels are exempt from closed class delivery provisions
Option 2. Subject to block program.
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3.1.2. Closed Class Processor Qualifications
3.1.2.1 To purchase groundfish required to be delivered to a qualified processor must have purchased and
processed 2 minimum amount of groundfish as described below in at least 4 of the following years:
Option 1. 1995-99.
Option 2. 1995-01
Option 3. 1995-02

Option 1. a. Trawl eligible Processors

Suboption 1. 2000 mt
Suboption 2. 1000 mt
Suboption 3. 500 mt

b. Fixed gear eligible Processors
Suboption 1. 500 mt
Suboption 2. 200 mt
Suboption 3. 50 mt
c. Trawl and Fixed gear eligible processors
Meet criteria for both the closed class trawl process caich and closed class fixed gear process
catch as described above

Option 2. a. Large closed class processor
Suboption 1. 2000 MT
Suboption 2. 1000 MT
Suboption 3. 500 MT

b. Small closed class processor
Suboption 1. 500 MT
Suboption 2. 200 MT
Suboption 3. S0MT

c. Open class processor — no groundfish landing qualifications — can purchase any amount of
open class B share QS.

3.1.2.2 Processor history would be credited to {(and licenses would be issued to):
Option 1. Operator — must hold a federal or state processor permit.
Option 2. Facility owner
Suboption. Custom processing history would be credited to:
i. the processor that physically processes the fish
ii. the processor that purchases the fish and pays for processing

3.1.2.3 Transferability of eligible processor licenses
Processor licenses can be sold, leased, or ransferred.
Option 1. Within the same community
Option 2. Within the same region

3.1.2.4 Processing Use caps by closed class processor type (trawl, fixed or trawl and fixed (low or large), by
CGOA and WGOA regulatory areas:
Option 1. Range 70% to 130% of TAC processed for alt groundfish species for the largest
closed class processor
Option 2. Processing use caps for small closed class processors
i 1000 to 2000 MT
ii. 2000 to 3000 MT
{(Note: There is no limit on the amount of fish either a small or large closed class processor can buy from the
open B share classed fish)
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3.1.2.5 Processing Caps may apply at:
Option 1. the facility level
Option 2. the entity level

3.1.2.6 Closed class license ownership restrictions on processors
Option 1. No restrictions
Option 2. Trawl/fixed license holders cannot hold any additional fixed gear only licenses.
Option 3. Large closed class processors cannot hold small closed class processors licenses.

4  Cooperative Provisions

4.1 Cooperative type (voluntary or mandatory)
Option 1. Cooperative membership will be voluntary (i.e., harvest shares (IFQ) will be allocated to
non-members)
Option 2. Cooperative membership will be mandatory (i.e., harvest shares will be allocated only to
cooperatives)

4.2 Cooperative formation
4.2.1 Co-ops can be formed between holders of harvest shares or history of:
i. any type
il the sarne area, gear, vessel type (CV or C/P), and/or vessel length class.
1ii. the following classes of shares/history
- CV trawl
CV longline
CV pot
C/P trawl
C/P longline
C/P pot
iv. All CV in the same area (WGOA and CGOA & WY combined)
CV trawl
CV fixed gear
CV longline
CV pot
Each group of share/history holders of a defined class that may form cooperatives is defined as a “sector.”

4.2.1.1 Coop/processor affiliations
Option 1. No association required between processors and coops
Option 2.  CV cooperatives must be associated with
a) aprocessing facility
b) a processing company

The associated processor must be:
a) a licensed processor
b) a qualified processor (if closed processor class is selected)
c) aclosed class processor to which the share holder’s shares are linked
d) any processing share holder (if processor shares are selected) (note: should be
deleted)

Option 3. A harvester is eligible to join a cooperative associated with the qualified fixed or trawl
closed class large or small processor to which the harvester delivered the most pounds of
groundfish during the last [1, 2, or 3] years of the harvester allocation base period. If
the processor with whom the harvester is eligible to form a coop is no longer operating,
the harvester is eligible to join a coop with any qualified processor.
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Suboption 1.  Processors can associate with more than one co-op
Suboption 2.  Processors are limited to 1 co-op per plant for each sector.
Suboption 3.  Processor affiliated vessels may join coops. (moved from header)

Note: A processor association will not be required for 2 C/P cooperative.

4.2.2 Cooperatives are required to have at least:

Option 1. _ 4 distinct and separate harvesters (using the 10% threshold rule)

Option 2.  50-100 percent of the harvest shares (or catch history) of its sector (may choose different
percentages for different sectors)

Option 3.  50-100% of shareholder entities belonging to its sector. Council may choose different
percentages for different sector.

Option4.  50-75 percent of the harvest shares (or catch history} of the eligible harvest share (or
catch history) for each coop associated with its processor

Note: Requirements may differ across sectors (or for CV and CP cooperatives)

4.2.3 Duration of cooperative agreements:
Option 1. 1 year
Option 2. 3 years
Option 3. 5 years

424 Allocation Prerequisites
Allocations to CV co-ops will only be made under the following conditions:
Required Co-op agreement elements:
Harvesters and processors are both concerned that rationalization will diminish their current
respective bargaining positions. Therefore, a pre-season co-op agreement between eligible,
willing harvesters and an eligible, and willing processor is a pre-requisite The co-op agreement
must contain a fishing plan for the harvest of all co-op fish.

4.3 Rules Governing Cooperatives
4.3.1 Annual Allocations
Option 1. Annual allocations of cooperative members would be issued to the cooperative.
Option 2. Annual allocation of the sector would be issued to the sector cooperative (if “true’” sector
cooperative alternative is selected)

e Co-op members may internally allocate and manage the co-op’s allocation per the co-op membership
agreement. Subject to any hanesting caps that may be adopted, member allocations may be transferred
and consolidated within the co-op 10 the extent permitted under the membership agreement.

e Monitoring and enforcement requirements would be at the co-op level. Co-op members are jointly and
severally responsible for co-op vessels harvesting in the aggregate no more than their co-op’s allocation
of target species, non-target species and halibut mortality, as may be adjusted by interco-op transfers.

¢ Co-ops may adopt and enforce fishing practice codes of conduct as part of their membership agreement.
Co-ops may penalize or expel members who fail to comply with their membership agreement.

Processor affiliates cannot participate in price setting negotiations except as permitied by general
antitrust law.

» Co-ops may engage in inter-cooperative transfers to the extent permitted by rules governing transfers of
shares among sectors (e.g., gear groups, vessel types).
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4.4 Ownership and Use Caps and Underages

44.]

442

Set co-op use caps at 25 to 100% of total TAC by species (must choose 100 percent for a “true”
sector cooperative)

Coop use caps for harvest shares on any given vessel shall be:
Option 1. Set at the same level as the individual vessel level.
Option 2. 3 times individual vessel use cap.

Option 3. No use caps

o To effectively apply individual ownership caps, the number of shares or history that each cooperative
member could hold and bring to cooperatives would be subject to the individual ownership caps (with
initial allocations grandfathered). Transfers between cooperatives would be undertaken by the members
individually, subject to individual ownership caps.

¢ Underage limits would be applied in the aggregate at the co-op level

4.5 Movement between cooperatives

435.1

4.5.2

Harvesters may move between cooperatives at:

Option 1.  the end of each year.

Option 2.  the expiration of the cooperative agreement.
Option 3. No movement in the first two years

License Transfers Among Processors (applies only if closed class of processors)

Option 1.  any cooperative association with that license will transfer to the processor receiving the
license. All harvest share/history holders will be subject to any share reduction on
departing the cooperative, as would have been made in the absence of the transfer.

Option 2. any cooperatives associated with the license will be free to associate with any qualified
processor. Harvest share/history holders in the cooperative will be free to move among
cooperatives without share/history reduction.

4.6 Non-Members of Cooperatives (applies only if mandatory cooperatives)

4.6.1 Harvest share/history holders that do not choose to join a co-op
Option 1. May fish in open access, provided NMFS determines that the non-cooperative allocation
is sufficient to conduct an open access fishery. The open access fishery will be
comprised of all shares of harvesters that are not cooperative members of the same
sector {i.e., area, vessel type (CV or C/P), and/or gear). NMFS will have the discretion to
determine the distribution of bycatch among target species open access fisheries from
shares of harvesters holding bycatch shares for multiple target fisheries.
Option 2.  Are not allowed to participate in the rationalized fisheries until they join a co-op.
TRAILING AMENDMENTS
The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.
1.Fee and Loan Program

2.Skipper/Crew Share Program issues

3.Remaining issues of CIFT program
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ATTACHMENT A2
TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
QCTOBER 2003

ALTERNATIVE 2

NORTH PACIFIC FISHERY MANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS '
June 16, 2003
(ANNOTATED BY STAFF)

Annotations describing the application of elements and opfions to the alternatives are bolded and
italicized. '

Staff proposed revisions are shown in bold and strikeout

1 Status Quo (No Action Alternative)
2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf, Central Gulf, and West Yakutat—separate areas
For Pollock: 610 (Western Gulf), 620 and 630 (Central Gulf), 640 (West Yakutat (WY))

e Shortraker and rougheye (SR/RE) and thornyhead rockfishes will be divided between Southeast Qutside
(SEO) and WY
The allocation of rockfish bycatch to the halibut IFQ fishery will be on a NMFS management area basis
Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WY AK allocation Topic 16

e SEOQ is exempt except for SR/RE and thornyhead rockfishes as byeateh secondary species. Allocation
will be based on target-eateh—in landings of sablefish, halibut, Demersal Shelf Rockfish and P. cod
fishery Topic 29

Gear: Applies to all gear except jig gear—
Option 1. The jig fishery would receive an allocation based on its historic landings in the qualifying
years — the jig fishery would be conducted on an open access basis.
Option 2. Gear would be accounted for in a manner similar to sport halibut harvests in halibut IFQ

fishery.

Suboption: Cap jig harvest at ____% of current harvest by species and area:
1. 125%
2. 150%
3. 200%

(All of 2.1 applies to alternative 2)

2.2 Qualifying periods and landing criteria (same for all gears in all areas)
(The analysis will assess AFA vessels as a group)
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Option 1. 95-01drop 1
Option 2. 9502 drop 1
Option 3.  95-02 drop 2
Option4. 98-02 drop 1
(All of 2.2 applies to alternative 2}

2.2.1 Qualifying landing criteria
Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector) :
NOTE: Total pounds landed will be used as the denominator.

Catch history determined based on the poundage of retained caich year (does not include meal)
Suboption: catch history for P. cod fisheries determined based on a percentage of retained catch
per year (does not include meal)

(All of 2.2.1 applies to alternative 2)

222 Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.
Suboption 1.  Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2.  Allow the award of retained incidental groundfish catch history arising from the
~ halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP gualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlied by the LLP license holder and identified by the license holder as having
been operated under the fishing pnvileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option 2. Non-LLP (State water parallel fishery) participation
Suboption 1. Any indsvidual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2. Vessel owner at time of non-federally permitted legal landing during a State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.
(All of 2.2.2 applies to alternative 2)

The Council requests NMFS RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing caich history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Retention of the status quo is not possible in a rationalized fishery.
Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.
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No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm}); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo paraliel fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption I.  Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage (____ %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P.cod

Suboption 2. Pollock

Suboption 3. All other GOA groundfish species

Options 2 and 3 apply to alternative 2

Council requests that staff provide an analysis of catch data showing harvest inside 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Farget Primary Species Rationalization Plan

Target Primary Species by Gear
Topic 29

( Optwn 2 apphes to alternative 2)
Topic 1

2.3.2 Harvest share (or QSfJFQ) Demgnanons )
2.3.2.1° Vessel’ D%lgnauon of low: producers and high prodicers in the fixed gear Class.
Low producmg vessels are:
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(2.3.2.1 apphes ou!y to aIfernaﬁve 2)

2.3.2.2 Harvest share sector demgnatnons

Gp&en-z— Demgnate harvest shares (or QSIIFQ) as CV or CP Amlual CV harvest share
allocation (or IFQ) conveys a privilege 1o harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:
Actual amount of catch harvested and processed onboard a vessel by species.
(Option 2 applies to alternative 2)
Topic 2

2.3.2.4 Trawl and high producing fixed gear CV harvest shares will be issued in two classes. Class
A shares will be deliverable to a qualified processor er-precesser-sharehelder (as-applicable).
Class B shares will be deliverable to any processor as authorized under this program.
Option. Only the annual allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.
This provision would apply to only trawl catcher vessel and “high producing” fixed gear vessels
With the revision this applies to alternative 2

2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/IFQ)
2.3.3.1 Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):
Option 1.  US citizens who have had at least 150 days of sea time
Option 2.  Entities that have a U. S, citizen with 20% or more ownership and
at least 150 days of sea time
Option 3.  Entities that have a US citizenship with 20% or more ownership
Option 4.  Initial recipients of CV or C/P harvest share
Option 5.  US Citizens eligible to document a vessel.
Option 6. Communities would be eligible to receive harvest shares by transfer {this provision
would be applicable if certain provisions of 2.9 are adopted.)
Definition of sea time
Sea time in any of the U.S. commercial fisheries in a harvesting capacity. (moved from 2.3.3.5)

(All of 2.3.3.1 applies to alternative 2 — Council should consider reducing the options and possibly revising
Option 5 to provide for “any person eligible to document a vessel”)

Topic 5
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2.3.3.2 Restrictions on transferability of CP harvest shares

Option 1.  CP harvest shares maintain their designation upon transfer.

Option 2.  CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3.  CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

(All of 2.3.3.2 applies to alternative 2 — the Council should consider selecting a preferred option)

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:
Option 1.  all CP shares
Option 2. trawl CP shares
Option 3. longline CP shares
(All of 2.3.3.3 applies to alternative 2 — the Council should consider selecting a preferred option
If the Council selects an option that results in the redesignation of C/P shares as CV shares, the Council
will need to provide for the designation of the resulting CV shares (i.e., any regionalization, processor
linkages, eic.)
Topic 6

2.3.3.4 Vertical integration
Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:
Option 1. initial allocation of harvest CV and CP shares.
Option 2. 115-150% of initial allocation of harvest CV shares.
Option 3. 115-150% of initial allocation of harvest CP shares.
(All of 2.3.3.4 applies to alternative 2)

2.3.3.7 Separate and distinct harvest share use caps
Individual caps apply to all harvesting categories by species with the following provisions:
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Apply individually and collectively to all harvest share holders in each sector and fishery.
2. Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):
i. Trawl CV andfer CP (can be different caps):

Use cap based at the following percentile of catch history for the following species:

(i.e., 75® percentile represents the amount of harvest shares that is greater than the amount of

harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,

Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish

Suboptionl. 73 %

Suboption2.  85%

Suboption3. 95%

ii. Longline and Pot GV-andéer CP and high producing and low producing fixed gear CV (can
be different caps) :

based on the following percentiles of catch history for the following species:

Pacific cod, pelagic shelf rockfish, Pacific ccean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish

Suboption1. 75 %

Suboption 2. 85%

Suboption3. 95%

3. Conversion of CP shares:

i. CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.

ii. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV shares alone will not require a CP shareholder to divest CP shares for
exceeding the CP share cap.

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the individual
use cap for each species. Initial issuees that exceed the individual or vessel use caps are grandfathered
at their corrent level as of a control date of April 3, 2003; including transfers by contract entered into
as of that date,

All of 2.3.3.7 would apply to alternative 2

If trading among gear types is permitted, the Council should consider whether a provision similar to 3 is
required to apply caps.

Proposed changes are to clarify the provision

Topic 17

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

Suboption 1.  No owner on board restrictions.
Suboption 2. A portion (range of 5-100%) of the quota shares initially issued to fishers/ harvesters
would be designated as “owner on board.”

Suboption 13. All initial issuees (individual and corporate) would be grandfathered as not
being required to be aboard the vessel to fish shares initially issued as "owner on
board" shares. This exemption applies only to those initially issued harvest share
units.

option: Limit exemption to a period of 5 years after implementation.
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Suboption 26. In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder
of "owner on board” quota shares may, vpon documentation and approval,
transfer/lease his or her shares a maximum period of (Range 1-3 years).

il. Vessel categories for owner on board requirements
Option 1. No Categories
Option 2.  Vessel Categories as follows
Vessels < 60
Vessels >= 60" and < 125’
Vessels >= 125°

Staff suggested revision to i. above.

Note — This is the only provision that would create vessel length classes — the Council should clarify how
these vessel classes intended to be applied — see discussion paper

(all of 2.3.3.8 could be applied to alternative 2)

Topic 20

2.3.3.9 Overage Provisions
i. Trawl CV and CP:

Suboption 1.  Overages up to 15% or 20% of the last trip will be allowed— greater
than a 15% or 20% overage result in forfeiture and civil penalties, An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or IFQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation (or IFQ).

Suboption 2.  Overage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. (i.e., no
overages would be charged if a harvest share (or IFQ) holder goes over
his/her annual allocation (or IFQ) when incentive fisheries are stili
available).

ii. Longline and pot CV and CP:

Overages up to 10% of the last trip will be allowed with rollover provisions for

underages— greater than a 10% overage results in forfeiture and civil penalties. An

overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or IFQ. This provision is similar to that currently in place for the Halibut and

Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully wtilized for the year. (i.e., no overages would
be allowed if a harvest share (or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

(all of 2.3.3.9 could be applied to alternative 2)

2.3.3.10  Retention requirements for rockfish, sablefish and Atka mackerel:
Option 1. no retention requirements.
Option 2.  require retention (all species) until the annual allocation {or IFQ) for that species is
taken with discards allowed for overages
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Option 3. require 100% retention (all species) until the annual allocation (or IFQ) for that
species is taken and then stop fishing.
(all of 2.3.3.10 could be applied to alternative 2) _ 7~

2.33.11  Limited processing for CVs
Option 1. No limited processing
Option 2. Limited processing of rockfish species by owners of CV harvest shares is allowed up
to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.
(all of 2.3.3.11 could be applied to alternative 2)

2.3.3.12  Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2.  CPs would be prohibited from buying CV fish
Option 3. CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.
The Council should clarify how these provisions would apply to catcher/processors that are
qualified closed class processors — whether the provisions apply to both A and B shares and
whether the provisions apply to “low producing” fixed gear vessels
In addition, the Council should consider defining a “catcher/processor’.
(all of 2.3.3.12 could be applied to alternative 2)
Topic 22

24 Allocation of Byeatch Secondary Species p—
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish '
Includes SEQ shortraker, rougheye, and thornyhead rockfish.

i. Allocation of shares
Option 1.  Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet byeatech secondary species catch rates by gear:

Suboption 1. based on average catch history by area and target fishery

Suboption 2. based on 75® percentile by area by target fishery

Option 2.  Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each byeatek secondary species.

Suboption 1.  Other slope rockfish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.

Suboption 2.  Pro-rata byeateh reduction of secondary species allowances in open
access fisheries reduced from histerical- byeatchrates-at allocation of
participants by:

i. 5%
ii. 10%
iii. 15%

(the purpose of Option 3 should be clarified — Option 1 includes halibut and sablefish IFQ holders

in the allocation — is Option 3 intended to provide IF(Q) holders with some additional allocation - if

not it can be deleted -~
Topic 25
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ii. Include these species for one gear type only (e.g., trawl). Deduct the byeateh secondary species
catch from gear types from TAC. If deduction is not adequate to cover bycatch- incidental
catch in other gear types, on a seasonal basis, place that species on PSC status until overfishing
is reached.

iii. Retain these species on bycatch status for all gear types with current MRAS.

iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(“T” shares) by area. “T" shares would be fully leasable, exempt from vessel size and block
restrictions, and retain sector designation upon sale.

Suboption. These shares may be used with either fixed gear or trawl gear.
v. Permit transfer of byeatch-QS secondary species shares
Option 1. Groundfish primary harvest shares and byeatch secondary shares are non-separable
and must be transferred as a unit.
Option 2.  Groundfish primary harvest shares and byeatch secondary shares are separable and
may be transferred separately
(Al options can be applied to alternative 2)

2.5  PSC Species
2.5.1 Accounting of Halibut Bycatch

Pot vessels continue their exemption from halibut PSC caps.
Hook and line and trawl entities

(These options are very unclear.

Option 1 appears to propose continuing the current management of PSC. If that is intended, it should be
stated directly — “halibut shall continue to be managed under the current rules governing halibut PSC.”
Options 2 and 3 are redundant with provisions elsewhere in this document and should be deleted.

If what is intended by 2 and 3 is that shares be allocated for halibut PSC, that should be stated explicitly —
“halibut PSC will be managed through harvest share allocations”.

To the extent that the options differ across gear types, the Council should consider separating the options
by gear type. In addition, the Council could consider separating sablefish IFQ options, if any are
intended.

Topic 18

2.5.2 Halibut PSC Allocation
Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Byeatch-only Secondary species
would receive no halibut allocation.
Initial allocation based on average halibut bycatch by directed target primary species during the
qualifying years. Allocations will be adjusted pro rata to equal the existing PSC cap.
By sector average bycatch rates by area by gear:
Option 1. Both sectors
Option 2.  Catcher Processor/Catcher Vessel

(2.5.2 applies to alternative 2 if halibut PSC is to be managed by share allocations)

2.5.3  Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality
Halibut PSC harvest shares are separable from target secondary groundfish harvest shares and may
be transferred independently within sectors. When transferred separately, the amount of Halibut
PSC allocation would be reduced, for that year, by:
Option 1. 0%
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Option2. 5%

Option3. 7%

Option4. 10%

Option 5.  Exclude any halibut PSC transferred for participation in the incentive fisheries

(2.5.3 applies to alternative 2 if halibut PSC is to be managed by share allocations

The Council should clarify whether primary/PSC allocations can be separated within a cooperative and
whether the separation of shares is penalized - typically cooperative use is aggregated across all vessels
that harvest shares on behalf of the cooperative (suggesting no penalty would apply)

The Council should also clarify whether Option 5 is intended to apply to transfers of PSC shares inside or
outside of a cooperative)

Topic 26

2.54  Permanent transfer-of Halibut PSC harvest share mortality
Option 1.  Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod
Option2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately
(2.5.4 applies to alternative 2 if halibut PSC is to be managed by share allocations
The suboption exempting cod is assumed to exempt only transfers of PSC between cod share holders)

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15. i
_Option 1. _retention is limited to (range 10-20%) of target primary species clarify whether target

(Option 2 should be clarified — Does the Council intend: “Any person retaining halibut must have
adequate halibut IFQ. Halibut may not be retained with halibut PSC shares.” This likely should not be an
option but a requirement.)

(2.5.5 could be applied to alternative 2)

Topic 18

2.6 Incentive species
Arrowtooth flounder, deepwater flatfish, flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize all their shares for an incentive species before participating in incentive fishery
for that species.
Option. The portion of historic unharvested West Yakutat TAC will be made available as an
incentive fishery, subject to provision of incentive fisheries

2.6.1 Eligibility to fish in the incentive fishenies

Option A. The unallocated @S portion of the TAC of for-the-incentive fisheries species are
available for harvest, providing the vessel- share holder has adequate PSC and byeateh secondary
species and the essel- share holder is 2 member of 2 GOA fishi ng cooperative or’holdslow

producing fixed gear catcher vessel shares.

Option B. Open access participants will be permitted to harvest incentive species as long as the
open access fishery remains open and NMFS determines that the secondary and PSC
allocations remaining in the open access fishery are adequate to support prosecution of
incentive species.
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C.
Option C. Any holder of halibut or sablefish IFQ that has adequate PSC and secondary
species.

(2.6.1 is applicable to alternative 2
The application of A and B is unclear — are they opnons 2 — B Is unclear and might be Iggtter revised, if it is
necessary at allf Provision’d.could’ : daté “low producing’ fixed gear. catcher vessel
share-holders under this:a
In addition, the Council should consrder whether

1) open access participants or

2) halibut and sablefish IFQ holders
should be permitted to participate in incentive fisheries.
Topic 23 ‘

2.6.2 Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota
Option 1.  The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMES when a vessel enters the incentive fishery quota
pool.
Option 2. The coop’s allocation of incentive species QS must be fished before gaining access to
t.he unallocated portion of the incentive species quotas. The coop members through a

Option 3.

Option 4. For open access .partmpants, the harvest of incentive spedes quota a]located to
open access participants must be fished prior to gaining access to the unallocated
portion of the incentive species quota.

(2.6.2 applies to alternative 2

Option 3 appears directed in part at low producing fixed gear participants — the suggested revision
addresses those participants

Option 3 could also accommodate halibut and sablefish IFQ participants that receive bycatch share
allocations

No option provides for access to open access participants — the added option 4 could be used to
acconunodate open access participanis)

Topic 24

2.7 Preserving entry level opportunities for P. cod

2.7.1 Each initial allocation of P. cod harvest shares for-H&E-and-pot-lowest-producer-to fixed gear
catcher vessels below the block threshold size would remaintied"te-be a block of quota and
could only be permanently sold or transferred as a block.
Option 1. allocations of 10,000 pounds or less constitute one block
Option 2. allocations of 20,000 pounds or lIess constitute one block

(proposed revisions are intended to clarify the intention of the provision

Staff assumes that an “initial allocation” is the allocation to a single person (individual or legal entity).
2.7.1 can apply to alternative 2
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Topic 27

2.7.2  Eligible participants would be allowed to hold a maximum of:
Option I, 1block
Option 2. 2 blocks

Option 3. _ 4 blocks

2.7.2 can apply to alternative 2
(Council should clarify whether holders of unblocked shares may also hold blocks
No option exists for the allocation of cod to halibut and sablefish IFQ participants — unless an option for
allocations is made, the suboption should be deleted)
Topic 27

2.8 Skipper/Crew
A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew
Suboption 1.  Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2. Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3. Initial allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
i.Vessel owners receiving initial QS or harvest privileges; or
ii. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/or appropriate NMFS documentation (starting date
for five years is 2003).
Suboption .  include crew in the license program.
Suboption 2. require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

(2.8 can be applied to alternative 2
Council should elarify whether this skipper program would apply to the allocation of bycaich to skippers
of halibut and sablefish vessels)

2.9 Communities

(any options in 2.9 can be applied to alternative 2)
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Note: Bering Sea/Alentian Islands communities (CDQ or otherwise) and communities adjacent to the
Bastern GOA regulatory area Southeast Outside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

2.9.1 Regionalization
Regionalization options may be selected under any of the proposed alternatives for Gulf rationalization.
If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

*Processing licenses that are regionally designated cannot be reassigned to another region.
»Caicher vesse} harvest shares are regionalized based on where the catch was processed, not where it was

caught.

sCatcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under “Section 2.2 Qualifying Periods”.

(the system of processor linkages could complicate the designation of harvest shares,
1) unless linkages are regionalized — i.e., one linkage per region in which a harvester has shares or

2} all harvest shares are designated for the region in which the harvester’s linked processor is
located )

Under alternative 2 linkages could be applied to only traw! catcher vessel shares
Topic 8

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas comer for Cook Inlet bottom traw] ban area) extending west to east to the
intersection with 140° W long. and then southerly along 140° W long.).

The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rockfish (combined); CGOA Pacific cod
(inshore); GOA sablefish (tran 1, WY pollock

292 Community Fishenes Quota (CFQ)

2.9.2.1 Administrative Entity
Option 1. Gulf wide admmistrative entity
Option 2. Regional admunistrative entities (Western Gulf, Central Gulf, Eastern Gulf)
Option 3. Multi<ommunity administrative entities
Option 4. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMES.

2.9.2.2 Eligibie Communities

Option 1.  Population (based on 2000 Census):
a. Lessthan 1,500
b. Less than 2,500
c. Less than 3,000
d. Lessthan 7,500

Option 2.  Geography
a. Coastal Communities without road connections to larger community highway network
b. Coastal communities adjacent to salt water
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c. Commumities within 10 nautical miles of the Gulf Coast
d. Communities on the south side of the Alaska Peninsula that are adjacent to Central and
Western GOA management areas (including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.
Option 3.  Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. . Communities determined by the State of Alaska to have met the customary and
traditional use threshold for halibut
Option 4. Government Structure
2. Communities recognized by the State of Alaska as a first class, second class, or home
rule municipality
b. All other eligible communities

2.9.2.3 Species
Option 1. Al rationalized groundfish species
Option 2. Limited to species that can be caught without (hard on) bottomn trawling

2.9.2.4 Allocation
Option 1. 5% of annual TAC
Option 2.  10% of annval TAC
Option 3.  15% of annual TAC

2.9.2.5 Harvesting of Shares
Option 1.  Limited to residents of eligible communities that own their vessels
Option 2.  Limited to residents of eligible communities
Option 3. No limitations on who harvests shares
Option4. No offshore leases to CPs.

2.9.2.6 Use of Revenue
Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.
Option 2. Community development projects that tie directly to fisheries and fisheries related
projects, education and government functions.
Option 3. Education, social and capital projects within eligible communities as well as
govermmmental functions.

2.9.2.7 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMES and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.2.8 Administrative Oversight

A report submitted to NMFES detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.3 Community Purchase Program
2.9.3.1 Administrative Entity

Option. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFS.
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2.9.3.2 Eligible communities
Option 1.  Population (based on 2000 Census):
a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500
Option 2. Geography
Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water
Communities within 10 nautical miles of the Gulf Coast
Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
GOA management areas (including Yakutat) within 5 nautical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.
Option 3. Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and traditional use
threshold for halibut
Option4. Government Structure
a. Communities recognized by the State of Alaska as a first class, second class, or home rule
municipality
b. All other eligible communities

A oR

2.9.3.3 Qualification of Administrative Entity
The administrative entity must subrnit a detailed staterment of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight
A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization prograrn.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.9.4.2 CIFT Designation
Option 1. One CV CIFT for entire GOA (exclude SEQO)
Option 2. Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Gulf Coast (Homer to Yakutat)
Option 3. CP-based CIFT

Defer remaining issues to a trailing amendment

Alternative 2 Page 15 09/19/03



2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.

(2.10 could be applied to alternative 2)
2.11 Review and Evaluation

2.11.1 Data collection.

A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset
Option 1. The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
evaluation of the program’s performance compared to its objectives.
Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption4.  No sunset provision.
Option 2.  Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
Stevens Act standards. This review shall include analysis of post-raticnalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those impacts. Subsequent reviews are required every 5 years.

(2.11 could be applied to alternative 2)
2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries and the Gulf jig fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized qualifying years in BSAI and SEO groundfish fisheries, and the Gulf jig fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

(2.13 could be applied to alternative 2)
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The Council should clarify whether any difference is intended between the 2" and 4% sentences and delete
one if not. Deletion of the 2™ sentence is more appropriate as sideboards are typically aggregate.

In addition, the Council should consider whether the sideboards for SEO groundfish are necessary, if the
allocations of bycatch proposed by section 2.1 are made.

Topic 19

3 Processing Sector Provisions
3.1 Provisions for a Closed Class of Processors
3.1.1 Harvester Delivery requirements

31 1.1 C_losqd class delivgl:y rquirements _ . o o
SHenl: TOr trawl:catcher: vessel shares; 50:100% 0B €V Harvest:s ~allocation:will be:teserved ‘for

For:traw

npli:to.dlte )
defined. i dvestriction onideliveriesto CIPs.is adopted

delivered the most pounds, of

The Council requests that staff provide a discussion paper addressing the effect of a use cap on the number
of processors in a region.

3.1.13 For ,
Peralties nked processors R
Opii No sharé reductioh for moving between processor year to year
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TRAILING AMENDMENTS

The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.

1.Fee and Loan Program
2.Skipper/Crew Share Program issues

3.Remaining issues of CIFT program
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ATTACHMENT A3
TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
OCTOBER 2003 .

ALTERNATIVE 3

NORTH PACIFIC FISHERY MANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS '
June 16, 2003
(ANNOTATED BY STAFF)

Annotations describing the application of elements and options to the alternatives are bolded and
italicized. :

Staff proposed revisions are shown in bold and strikeout

1 Status Quo (No Action Altermnative)
2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf. Central Gulf, and West Yakutat-—separate areas
For Pollock: 610 (Western Gulf), 620 and 630 (Central Guif), 640 (West Yakutat (WY))

o Shortraker and rougheve (SR/RE) and thomyhead rockfishes will be divided between Southeast Qutside
(SEO) and WY
Tke allocation of rockfish by catch to the halibut IFQ fishery will be on a NMFS management area basis

¢ Non-SR/RE and thomyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WYAK allocation Topic 16

o SEO is exempt except for SR/RE and thornyhead rockfishes as byeateh secondary species. Allocation
will be based on tarsetveih—n landings of sablefish, halibut, Demersal Shelf Rockfish and P. cod
fiskery Topic 29

Gear: Applies to all gear except iz gear—
Option 1. The jig fishenn would receive an allocation based on its historic landings in the qualifying
years — the Jig fishers would be conducted on an open access basis.
Option 2. Gear would be accounted for in 2 manner similar to sport halibut harvests in halibut IFQ

fishery.

Suboption: Cap jig harvest at ___% of current harvest by species and area:
1. 125%
2. 150%
3. 200%

(All of 2.1 applies to alternative 3)
2.2 Qualifying periods and landing criteria (same for all gears in all areas)

{The analysis will assess AFA vessels as a group)
Option 1. 9501 drop 1
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Option2. 95-02 drop 1

Option3. 95-02 drop 2

Option4. 98-02 drop 1
(All of 2.2 applies to alternative 3)

22.1 Qualifying landing criteria
Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector) -
NOTE: Total pounds landed will be used as the denominator.

Catch history determined based on the poundage of retained catch year (does not include meal)
Suboption: catch history for P. cod fisheries determined based on a percentage of retained catch
per year (does not include meal)

(All of 2.2.1 applies to alternative 3)

222 Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.
Suboption 1. Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2.  Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlled by the LLP license holder and identified by the license holder as having
been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option2. Non-LLP (State water parallel fishery) participation
Suboption 1.  Any individual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2.  Vessel owner at time of non-federally permitted legal landing during a State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.

(All of 2.2.2 applies to alternative 3)

The Council requests NMFS RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing catch history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.

Alternative 3 Page 2 09/19/03



No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo parallel fishery and the state waters P. cod fishenies.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1.  Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P. cod

Suboption 2. Pollock

Suboption 3. All other GOA groundfish species
(Options 2 and 3 apply to alternative 3)

Council requests that staff provide an analysis of catch data showing harvest inside 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Farget Primary Species Rationalization Plan

Farget Primary Species by Gear
Topic 29

2.3.1 Initial Allocation of catch history
Option 1. Allocate catch history by sector and gear type
(Option 1 might apply 1o alternative 3 — Option 2 remains necessary for share allocations even if the
Council decides to include option 1 in alternative 3)
Option 2.  Allocate catch history on an individual basis
a. Trawi CV and CP:
Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot is
targeted), northern rockfish, Amrowtooth flounder
¢. PotCV and CP:
Pacific Cod
(Option 2 applies to both alternative 3)
Topic 1

23.2 Harvest share (or QS/IFQ) Designations
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(2.3.2.1 does not apply to alternative 3)

23.2.2 Harvest share sector demgnanons

(This option does not apply aud may be deleted)
Opties2- Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:

Actual amount of catch harvested and processed onboard a vessel by species.
(Option 2 applies to alternative 3) '
Topic 2

egear type using another gear

2.3.2.4 If a closed class of processor alternative is chosen, CV harvest shares will be issued in two
classes. Class A shares will be deliverable to a qualified processor or processor shareholder
(as applicable). Class B shares will be deliverable to any processor as authorized under this
program.
Option. Only the annual allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.
2.3.2.4 applies to all catcher vessel shares under this alternative

2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/TFQ)
2.3.3.1 Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):
Option 1.  US citizens who have had at least 150 days of sea time
Option 2.  Entities that have a U. 8. citizen with 20% or more ownership and
at least 150 days of sea time
Option 3.  Entities that have a US citizenship with 20% or more ownership
Option 4.  Initial recipients of CV or C/P harvest share
Option 5.  US Citizens eligible to document a vessel.
Option 6. Communities would be eligible to receive harvest shares by transfer (this provision
would be applicable if certain provisions of 2.9 are adopted.)

Definition of sea time
Sea time in any of the U.S. commercial fisheries in a harvesting capacity. (moved from 2.3.3.5)
(All of 2.3.3.1 applies to alternative 3 — Council should consider reducing the options and possibly revising
Option 5 to provide for “any person eligible to document a vessel”)
Topic 5
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2.3.3.2 Restrictions on transferability of CP harvest shares

Option 1.  CP harvest shares maintain their designation upon transfer.

Option 2. CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3.  CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

(All of 2.3.3.2 applies to alternative 3 — the Council should consider selecting a preferred option)
Topic 6

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:
Option 1.  all CP shares
Option 2.  trawl CP shares
Option 3. longline CP shares

(All of 2.3.3.3 applies to alternative 3 — the Council should consider selecting a preferred option)

If the Council selects an option that results in the redesignation of C/P shares as CV shares, the Council
will need to provide for the designation of the resulting CV shares (i.e., any regionalization, processor
linkages, etc.)

Topic 6

2.3.3.4 Vertical integration
Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:
Option 1. initial allocation of harvest CV and CP shares.
Option 2. 113-150% of initial allocation of harvest CV shares.
Option 3. 115-150% of initial allocation of harvest CP shares.
(All of 2.3.3.4 applies to alternative 3)

blefish TFQ) hiolders thai recéive an allocation

2.3.3.7 Separate and distinct harvest share use caps
Individual caps apply to all harvesting categories by species with the following provisions:
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[

Apply individually and collectively to all harvest share holders in each sector and fishery.

2. Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):

i

ii.

Trawl CV and/or CP {can be different caps):
Use cap based at the following percentile of catch history for the following species:
(i.e., 75" percentile represents the amount of harvest shares that is greater than the amount of
harvest shares for which 75% of the fieet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish
Suboption I. 75 %
Suboption 2. 85%
Suboption3. 95 %
Longline and Pot CV and/or CP (can be different caps)
based on the following percentiles of catch history for the following species:
Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish
Suboption 1. 75 %
Suboption 2.  85%
Suboption3. 95 %

3. Conversion of CP shares:

i. CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will ot count toward CV caps at the time of conversion.

ii. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV shares alone will not require a CP sharcholder to divest CP shares for
exceeding the CP share cap.

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the individual
use cap for each species. Initial issuees that exceed the individual or vessel use caps are grandfathered
at their current level as of a control date of April 3, 2003; including transfers by contract entered into
as of that date.

All of 2.3.3.7 would apply to alternative 3
Proposed changes are to clarify the provision

Topic 17

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

i.  All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessel to fish shares initially issued as *“‘owner on board” shares. This exemption applies only
to those initially issued harvest share units.

Suboption 1.  No owner on board restrictions.
Suboption 2. A portion (range of 5-100%) of the quota shares initially issued to fishers/ harvesters

would be designated as “owner on board.”

Suboption 3. All initial issuees (individual and corporate) would be grandfathered as not being

required to be aboard the vessel to fish shares initially issued as "owner on board”
shares for a period of 5 years after implementation.

Suboption 4.  Shares transferred to initial issuees in the first S years of the program would be

Alternative 3

considered the same as shares initially issued (range of 5 ~100% of the quota
shares). See above NOTE
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Suboption 5.  “Owner on board” shares transferred by initial issuees, after the grace period, would
require the recipient to be aboard the vessel to harvest the IFQ.

Suboption 6.  In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of
"owner on board" quota shares may, upon documentation and approval,
transfer/lease his or her shares a maximum period of (Range 1-3 years).

il. Vessel categories for owner on board requirements
Option 1. No Categories
Option 2. Vessel Categories as follows
Vessels < 60°
Vessels >= 60’ and < 125’
Vessels >= 125’

(The Council should clarify which vessel categories and sectors this provision would apply to)
Note — This is only provision that would create vessel length classes — how are these vessel classes
intended to be applied — can shares of one vessel length class be used on a vessel that is not in the length
class

{(all of 2.3.3.8 could be applied to alternative 3)
Topic 20

2.3.3.9 Overage Provisions
i. Trawl CV and CP:
- Suboption I.  Overages up to 15% or 20% of the last trip will be allowed— greater

' than a 15% or 20% overage result in forfeiture and civil penalties. An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or IFQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation (or IFQ).

Suboption 2.  Overage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. {(i.e., no
overages would be charged if a harvest share (or IFQ) holder goes over
his/her annual allocation (or IFQ) when incentive fisheries are still
available).

ii. Longline and pot CV and CP:

Overages up to 10% of the last trip will be allowed with rollover provisions for

underages— greater than a 10% overage results in forfeiture and civil penalties. An

overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or IFQ. This provision is similar to that currently in place for the Halibut and

Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully utilized for the year. (i.c., no overages would
be allowed if a harvest share (or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

(all of 2.3.3.9 could be applied to alternative 3)

2.3.3.10  Retention requirements for rockfish, sablefish and Atka mackerel:
Option 1. no retention requirements.
Option 2.  require retention (all species) until the annual allocation (or IFQ) for that species is
taken with discards allowed for overages
Option 3. require 100% retention (all species) until the annual allocation (or [FQ) for that
species is taken and then stop fishing.
(all of 2.3.3.10 could be applied to alternative 3)

Alternative 3 Page 7 05/19/03



23.3.11  Limited processing for CVs
Option 1. No limited processing
Option 2. Limited processing of rockfish species by owners of CV harvest shares is allowed up 1~

to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.

(all of 2.3.3.11 could be applied to alternative 3)
The Council will need to clarify whether harvests processed on board would be
1) exempt from the processor linkage requirements
2) would be from B shares - that can be delivered to any processor

2.3.3.12  Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2.  CPs would be prohibited from buying CV fish
Option 3.  CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and ailocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amonnts of these species delivered with flatfish.
The Council should clarify how these provisions would apply to catcher/processors that are
gualified closed class processors — whether the provisions apply to both A and B shares
(all of 2.3.3.12 could be applied to alternative 3)
Topic 22

24 Allocation of Byeatch Secondary Species
Thomyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEQ shortraker. rougheye, and thornyhead rockfish.

i. Allocation of shares [—
Option 1.  Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet breatch secondary species catch rates by gear:
Suboption 1. based on average catch history by area and target fishery
Suboption 2. based on 75" percentile by area by target fishery
Option 2.  Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each bveatch secondary species.
Suboption I.  Other slope rockfish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.
Suboption 2. Pro-rata byeateh reduction of secondary species allowances in open
access fisheries reduced from histerical-bycatehrates-at allocation of
participants by :
i. 5%
ii. 10%
. 15%

rather-thanthe-EER heolders:
(the purpose of Option 3 should be clarified — Option 1 includes halibut and sablefish IFQ holders
in the allocation — is Option 3 intended to provide IFQ holders with some additional allocation — if
not it can be deleted
Topic 25

ii. Include these species for one gear type only (e.g., trawl). Deduct the byeateh secondary catch
from gear types from TAC. If deduction is not adequate to cover byeatch- incidental catch in p—
other gear types, on a seasonal basis, place that species on PSC status until overfishing is
reached.
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iii. Retain these species on bycatch status for ail gear types with current MRAs.

iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(“T” shares) by area. “T"" shares would be fully leasable, exempt from vessel size and block
Testrictions, and retain sector designation upon sale.

Suboption. These shares may be used with either fixed gear or trawl gear.

v. Permit transfer of byeateh-QS secondary shares

Option 1. Groundfish primary harvest shares and byeatch secondary shares are non-separable
and must be transferred as a unit.

Option 2.  Groundfish primary harvest shares and byeateh secondary shares are separable and
may be transferred separately

(All options can be applied to alternative 3)

2.5 PSC Species

2.5.1 Accounting of Halibut Bycatch
Pot vessels continue their exemption from halibut PSC caps.
Hook and line and trawl entities

Option 1 appears to propose continuing the current management of PSC. If that is intended, it should be
stated directly — “halibut shall continue to be managed under the current rules governing halibut PSC.”
Options 2 and 3 are redundant with provisions elsewhere in this document and should be deleted.

If what is intended by 2 and 3 is that shares be allocated for halibut PSC, that should be stated explicitly —
“halibut PSC will be managed through harvest share allocations”

To the extent that the options differ across gear types, the Council should consider separating the options
by gear type. In addition, the Council could consider separating sablefish IF(Q options, if any are
intended.

Topic 18

2.5.2 Halibut PSC Allocation
Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Byeatch-only Secondary species
would receive no halibut allocation.
Initial allocation based on average halibut bycatch by directed target primary species during the
qualifying years. Allocations will be adjusted pro rata to equal the existing PSC cap.
By sector average bycatch rates by area by gear:
Option 1. Both sectors
Option 2.  Catcher Processor/Catcher Vessel

(2.5.3 applies to alternative 3 if halibut PSC is to be managed by share allocations)

2.5.3 Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality
Halibut PSC harvest shares are separable from target primary groundfish harvest shares and may be
transferred independently within sectors. When transferred separately, the amount of Halibut PSC
allocation would be reduced, for that year, by:

Option1l. 0%
Option2. 5%
Option3. 7%
Option4. 10%
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Option 5. Exclude any halibut PSC transferred for participation in the incentive fisheries
(2.5.3 applies to alternative 3 if halibut PSC is to be managed by share allocations
The Council should clarify whether primary/PSC allocations can be separated within a cooperative and
whether the share separation is penalized — typically cooperative use is aggregated across all vessels that
harvest shares on behalf of the cooperative (suggesting no penaliy would apply)
The Council should also clarify whether Option 5 is intended to apply to transfers of PSC shares inside or
outside of a cooperative)
Topic 26

2.54  Permanent transfer of Halibut PSC harvest share mortality
Option 1. Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod
Option 2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately
(2.5.4 applies to alternative 3 if halibut PSC is to be managed by share allocations
The suboption exempting cod is assumed to exempt only transfers of PSC between cod share holders)

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15.
Optmn 1. retention is limited to (range 10-20%) of target primary species clarify whether target

or primaryis: mtended here
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(Option 2 should be clarified — Does the Council intend “Any person retaining halibut must have
adequate halibut IFQ. Halibut may not be retained with halibut PSC shares.” This likely should not be an
option but a requirement.)
(2.5.5 could be applied to alternative 3)
Topic 18

2.6 Incentive species
Arrowtooth flounder, deepwater flatfish, flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize all their shares for an incentive species_before participating in incentive fishery
for that species.
Option. The portion of historic unharvested West Yakutat TAC will be made available as an
incentive fishery, subject to provision of incentive fisheries

2.6.1 Eligibility to fish in the incentive fisheries

A. The unallocated QS portion of the TAC of for-the-incentive fisheries species are available for
harvest, providing the vessel- share holder has adequate PSC and bycatch species and the »essel
share holder is 2 member of a GOA fishing cooperative.

Option B. Open access participants will be permitted to harvest incentive species as long as the
open access fishery remains open and NMFS determines that the bycatch and PSC allocations
remaining in the open access fishery are adequate to support prosecution of incentive species.

Option C. Any holder of halibut or sablefish IFQ that has adequate PSC and bycatch species.
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(2.6.1 is applicable to aiternative 3
The application of A and B is unclear — are they options? — B is unclear and might be better revised, if it is
necessary at all.
In addition, the Council should consider whether
1) open access participants or
2) halibut and sablefish IFQ holders
should be permilted to participate in incentive fisheries.
Topic 23

2.6.2 Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota
Option 1.  The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMFS when a vessel enters the incentive fishery quota
pool. -
Option 2.  The coop’s allocation of incentive species QS must be fished before gaining access to
the unallocated portion of the incentive species quotas. The coop members through a
contractual coop_;greement will address catch accounting amongst the coop mermbers.
; ; NGEPATLCIDARAE IN A-SEEEeE-CO0] the

ihdividual TR holdér’s allocation of

Option 4. Fdr open access parﬁcipanté, the harvest of incentive species quota allocated to
open access participants must be fished prior to gaining access to the unallocated
~ portion of the incentive species quota,

No optw _‘prmdesfor'ac 20 .

No option provides for access to open access pan‘mpants — the added option 4 could be used to
accommodate open access participants)

Topic 24

2.7 Preserving entry level opportunities for P. cod

2.7.1 Each initial allocation of P. cod harvest shares ferH& -and-potlowest-producer-to fixed gear
catcher vessels below the block threshold size would remain—tied”to-be a block of quota and
could only be permanently sold or transferred as a block.
Option 1. allocations of 10,000 pounds or less constitute one block
Option 2. allocations of 20,000 pounds or less constitute one block

2.7.1 can app{v to alternative 3

(proposed revisions are intended to clarify the intention of the provision

Staff assumes that an “initial allocation” is the allocation to a single person (individual or legal entity))

Topic 27

2.7.2 Eligible participants would be allowed to hold 2 maximum of:
Option 1, 1block
Option 2. 2 blocks
Option 3 4 bIoclcs

2.7.2 can apply to alternative 3
(Council should clarify whether holders of unblocked shares may also hold blocks
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No option exists for the allocation of cod to halibut and sablefish IFQ participants — unless an option for
allocations is made, the suboption should be deleted)
Topic 27

2.8 Skipper/Crew
A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew )
Suboption 1.  Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2.  Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3.  Initia] allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
i.Vessel owners receiving initial QS or harvest privileges; or
ii. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/cr appropriate NMFS documentation (starting date
for five years is 2003).
Suboption 1. include crew in the license program.
Suboption 2. require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program.

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

(2.8 can be applied to alternative 3

Council should clarify whether this skipper program would apply to the allocation of bycatch to skippers

of halibut and sablefish vessels)

2.9 Comnmunities

(any options in 2.9 can be applied to alternative 3)

Note: Bering Sea/Aleutian Islands communities (CDQ or otherwise) and communities adjacent to the
Eastern GOA regulatory area Southeast Qutside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

2.9.1 Regionalization

Regionalization options may be selected under any of the proposed alternatives for Gulf rationalization.

If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

*Processing licenses that are regionally designated cannot be reassigned to another region.
*Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was

caught.
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*Catcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under “Section 2.2 Qualifying Periods™.

(the system of processor linkages could complicate the designation of harvest shares,
1) unless linkages are regionalized — i.e., one linkage per region in which a harvester has shares or

2) all harvest shares are designated for the region in which the harvester’s linked processor is
located )

Under alternative 3 all catcher vessel shares would be subject to processor linkages
Topic 8

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas comer for Cook Inlet bottom trawl ban area) extending west to east to the
intersection with 140° W long, and then southerly along 140° W long.).

The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rocldish {combined); CGOA Pacific cod
(inshore); GOA sablefish (trawl); WY pollock

2.9.2 Community Fisheries Quota (CFQ)

2.9.2.1 Administrative Entity
Option 1. Gulf wide administrative entity
Option 2. Regional administrative entities (Western Gulf, Central Guif, Eastern Gulf)
Option 3. Multi-community administrative entities
Option4. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFS.

2.9.2.2 Eligible Communities
Option 1.  Population (based on 2000 Census):
a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500
Option 2. Geography
Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water
Communities within 10 nautical miles of the Guif Coast
Communities on the south side of the Alaska Peninsula that are adjacent to Central and
Western GOA management areas (including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.
Option 3.  Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and
traditional use threshold for halibut
Option 4. Governnment Structure
a. Communities recognized by the State of Alaska as a first class, second class, or home
rile municipality
b. All other eligible communities

SRS S
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2923

2924

29.25

Species
Option 1.  All rationalized groundfish species _
Option 2.  Limited to species that can be caught without (hard on) bottom trawling

Allocation

Option 1. 5% of annual TAC
Option 2.  10% of annual TAC
Option 3. . 15% of annual TAC

Harvesting of Shares

Option 1. Limited to residents of eligible communities that own their vessels
Option 2. Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option4.  No offshore leases to CPs.

2.9.2,6 Use of Revenue

2927

29.2.8

293

29.3.1

2.9.3.2

Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.

Option 2. Community development projects that tie directly to fisheries and fisheries related
projects, education and government functions.

Option 3. Education, social and capital projects within eligible communities as well as
governinental functions.

Qualification of Administrative Entity

The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

Administrative Oversight

A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

Community Purchase Program

Administrative Entity

Option. The administrative entity representing a community or communities must be a non-profit

entity qualified by NMFS.

Eligible communities

Option 1. Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
¢. Less than 5,000
d. Less than 7,500

Option 2. Geography

Coastal Communities without road connections to larger community highway network

Coastal communities adjacent to salt water

Communities within 10 nautical miles of the Gulf Coast

Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
GOA management areas {including Yakutat) within 5 nautical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.

Lo L A
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Option 3. Historic Participation in Groundfish Fisheries
a. Communmities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002) .

b. Communities determined by the State of Alaska to have met the customary and traditional use

threshold for halibut
Option 4. Government Structure _

a. Communities recognized by the State of Alaska as a first class, second ciass, or home rule
municipality

b. All other eligible communities

2.9.3.3 Qualification of Administrative Entity
The administrative entity must sabmit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight
A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be ountlined in regulation,

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization program.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.9.4.2 CIFT Designation
Option 1. Omne CV CIFT for entire GOA (exclude SEO)
Option 2. Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Gulf Coast (Homer to Yakutat)
Option3. CP-based CIFT

Defer remaining issues to a trailing amendment

2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.

(2.10 could be applied to alternative 3)

2.11  Review and Evaluation

2.11.1 Data collection.

Altemnative 3 Page 15 09/19/03



A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset )
Option 1.  The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
_ evaluation of the program’s performance compared to its objectives.
Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption 4.  No sunset provision.
Option 2. Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
Stevens Act standards. This review shall include analysis of post-rationalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those irnpacts. Subsequent reviews are required every 5 years.
(2.11 could be applied to alternative 3)

2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized gualifying years in BSAI and SEO groundfish fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

(2.12 could be applied to alternative 3)

The Council should clarify whether any difference is intended between the 2™ and 4 sentences and delete
one if not. Deletion of the 2™ sentence is more appropriate as sideboards are typically aggregate.

In addition, the Council should consider whether the sideboards for SEO groundfish are necessary, if the
allocations of bycatch proposed by section 2.1 are made.

Topic 19
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TRAILING AMENDMENTS

The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.

1.Fee and Loan Program
2.Skipper/Crew Share Program issues

3 Remaining issues of CIFT program
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AGENDA C-1(b)(3)
OCTOBER 2003

Two views of LLP license transfers (includes transfers of LLP licenses endorsed for one or
more Gulf of Alaska groundfish fisheries) that occurred between Jan 60 and Jul 03.

Table #1: Assumes that vessel history transferred if the Transier Agreement did not state
that vessel history was not included.

MLOA of Total Transfers that Include Percent that
LLP License Transfers History Include History
>/= 125 feet 25 25 - 100.0%
60 - 124 feet 40 40 100.0%
< 60 feet 70 68 97.1%
Total 135 _ 133 98.5%
Notes to Table:

= Identified “Transfers™ include only those transfers in which the LLP license changed
hands; it does not include transfers from one vessel to another, transfers resulting from
administrative adjustments, or transfers resulting from legal action in which the fishing
history is not specifically identified as part of the transaction;

= A sales contract that did not specifically include the transfer of fishing history with
the license was nevertheless assumed to include ic;

= Transfers resulting from settlement of Estates was assumed to include fishing history;

® A license transferred becanse of a change in the structure or name of the business entity
holding it was assumed to include the history;

® A license transferred by divorce decree was assumed not to include the history, unless
the decree stated otherwise.

Table #2: Assumes that histery did not transfer unless the Transfer Agreement specifically
stated that vessel history was included.

MLOA of Total Transfers that Include Percent that
LLP License Transfers History Include History
>/= 125 feet 25 24 96.0%
60 - 124 feet 40 32 80.0%
< 60 feet 70 34 48.5%
Total 135 80 66.6%
Notes to Table:

= Identified “Transfers” include only those transfers in which the LLP license changed
hands; it does not include transfers from one vessel to another, transfers resulting from
administrative adjustments, or transfers resulting from legal action in which the fishing
history is not specifically identified as part of the transaction;

® A sales contract that did not specifically include the transfer of fishing history with
the license was assumed to exclude it;

®  Transfers resulting from settlement of Estates was assumed to include fishing history;

= A license transferred because of a change in the structure or name of the business entity
holding it was assumed to include the history;

A license transferred by divorce decree was assumed not to include the history, unless
the decree stated otherwise.



AGENDA C-1(b}4)
OCTOBER 2003

Open Access Fisheries Under GOA Rationalization
NMFS Alaska Region Staff
October 2003
North Pacific Fishery Management Council Meeting

Overview

The alternatives, elements, and options under considerations by the Council retain aspects of “open
access” fisheries. This paper is intended to describe staff’s understanding of those *“‘open access”
fisheries and some of the issues that could arise if an alternative containing an open access component
were adopted by the Council. Clearly, the primary concern is that the smaller the allocation to an open
access fishery and the greater the harvest rate, the more restrictive management will need to be in order
to ensure that the open access fishery would not exceed its allocation and compromise the stock or the
rationalized fishery. Catch accounting and bycatch management will be key components in determining
how NMES will manage an open access fishery and whether such a fishery can be opened. Within the
elements and options established by the Council, there are three forms of open access fisheries. The first
would be formed for participants int a mandatory cooperative program that choose not to join a
cooperative. The second is the jig fishery. The third is composed of species that are not part of the
rationalization program, and thus not allocated with harvest shares. In addition, aspects of the incentive
fisheries are very similar to an open access fishery and are briefly discussed.

Open Access Under the Alternatives

All three of the alternatives under consideration retain some element of open access. Under the no action
alternative, fishing would continue under the existing LLP regulations. The two action alternatives
would require that vessels either enter into a mandatory fishery cooperative to receive their individual
catch history within that cooperative -- or fish in the open access fishery. Under Alternative 2, low
producing fixed gear vessels could choose not to join a cooperative. Staff assumes that they would not be
permitted to fish in the open access fishery and would receive individual fishing quota (IFQ) instead.

The rationalization alternatives provide for a few different open access fisheries. First, the open access
fishery accessible to participants that choose not to join cooperatives is described in Section 4.6 of the
Council’s motion. The open access fishery is presented as an option available to participants eligible to
receive a harvest share allocation that choose not to join a cooperative. Second, under Section 2.1 of the
Council motion, jig gear is exempted from the rationalization program. The jig fisheries would either be
granted a separate allocation based on historic landings in each fishery to be fished under an open
access regime, or the jig allocation would be taken “off the top” from the current year’s TAC based on
harvests during the previous year. The Council could also adopt provisions to cap the jig gear harvests at
a level slightly above historic harvests. Third, under Section 2.3.1 of the Council’s motion, another
potential mechanism exists for the creation of an open access fishery because certain fisheries are not
allocated as harvest shares — specifically, *“other rockfish™ and “other species.” It is assumed that species
that are not explicitly allocated under a harvest share system would be available under an open access
fishery. In any case, provision for their management should be considered by the Council.

Clarification: Staff assumes that under Alternative 2, participants in the Fixed Gear CV Low Producer
Category would be not eligible to fish in the open access fishery. These participants would receive
individual allocations based on their historic participation.

Clarification: Staff assumes that the jig allocation would be fished separately from those using other gear
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types that chose open access over cooperatives. Combining both of these open access pools could create
conflicts between gear types and infringe on jig participation in the groundfish fisheries.

Clarification: Staff assumes that the “other species” would be managed as a bycatch species, with the
possible exception of skates which could be assigned a TAC. Approaches to “other species™
management are currently under development by an ad hoc working group. Staff would also assume that
“other rockfish” would be considered for allocation as a bycatch species under Section 2.4 of the
Council’s motion-unless additional guidance is provided.

Catch Accounting

A key decision for managers before opening an open access fishery is to determine how much of an
allocation will be available for harvest and the amount of bycatch that may be required to effectively
harvest the target species. Under Section 4.6, participants in open access would have access to the
combined total of the catch history represented by those vessels belonging to a specific area, vessel type,
or gear (i.e., sector). NMFS would determine the allocation of bycatch among those target fisheries.
Under this scenario, there could be numerous open access pools within each area. For example, under
Alternative 2, Trawl CVs, CPs, and fixed gear high producing CVs would all have separate open access
allocations and fisheries. This construction means that under Alternative 3 there could potentially be a
total of six open access pools in a given area based on the allocation criteria in Section 2.3.1 (i.e., Trawl
CV, Trawl CP, Longline CV, Longline CP, Pot CV, and Pot CP). When combined with the management
areas under consideration (WY, CG — which is further divided into Areas 620 and 630 for pollock, and
WG) this represents a total of 18 possible open access pools with bycatch accounting required for each
fishery. Additionally, if jig gear is managed as a separate open access allocation, then there would be
three additional pools for the jig fishery for each of the management areas as well.

The size of each of these open access pools would vary from year to year based on the number of eligible
participants within that area, vessel, and gear type that chose to participate in the open access fishery.
Predicting the number of participants, the amount of bycatch allocation needed and available, and the
percentage of the TAC that this might represent cannot be determined with any certainty. However,
given the number of divisions possible and the potential that most eligible participants will choose to join
a cooperative, the overall allocations to an open access fishery pool could be relatively small. The
smaller the open access allocation and the greater the potential harvest rate of the vessel type in an area,
the greater the risk for exceeding the allocation, and therefore, the more strictly NMFS will need to
manage the fishery to ensure that the open access TACs are not exceeded.

Section 2.4, Option 2 of the Council’s motion would establish a pro-rata reduction for participants in the
“open access” fisheries. It is not clear if this reduction would apply to all participants in an open access
fishery, or if this potential restriction would apply only to participants in the incentive fishery using
bycatch harvest-share. Additionally, the Matrix developed by the Council indicates that under both
Alternative 2 and 3, vessels would be allowed to fish open access with “bycatch allowance reductions.”
The specific mechanism for those reductions is not provided in the Main Motion. The Council may
want to clarify how “bycatch allowance reductions” would apply in the open access fisheries. In
any case, if the open access fisheries were conducted with bycatch limited more than historical harvest
rates, this would increase the level of precaution in those fisheries that are bycatch limited, reducing the
likelihood of opening those fisheries.

The Council might consider whether threshold harvest share holdings should be required for participation
in an open access fishery. If a person has a very small allocation, remaining in an open access fishery for
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the first two years of the program could be very appealing as other participants with larger allocations
attempt to sort out cooperative membership and agreements. These relatively small participants could
exploit the inability of larger participants to resolve contract disputes that are likely to arise in the
transition from the current derby fishery to the cooperative structure. The Council should consider
defining eligibility to participate in the open access fisheries.

Generally speaking, the fisheries that are likely to require the closest control are fisheries that are
accessible to a wide range of vessel sizes, gear types, and are historically fully harvested. A good
example of such a fishery would be Pacific cod, which is further divided among State and Federal
management and may receive a smaller percentage of the overall TAC allocation if additional
management measures are recommended under parallel fishery management (Section 2.2.3 — Please see
“Issues Concerning the Management of the Parallel Fisheries in the Gulf of Alaska Groundfish
Fisheries”). Pacific cod harvested with trawl and hook-and-line gear require additional allocations of
PSC halibut, which could be a constraining factor. Pollock, trawl sablefish, and Pacific Ocean Perch are
typically fully prosecuted in the trawl fisheries and have relatively high harvest rates which could require
careful accounting. If cooperatives form, the open access fishery likely will be a small component of the
TAC,; depending on the number and type of vessels participating, the harvest rate could vary from current
levels. If the allocation is small enough, the harvest rates high enough, and the amount of bycatch
allocation insufficient to “cover” the fishery, then that open access fishery would not be opened for
directed fishing. Whether fisheries would remain closed cannot be predicted. The specific point at
which this decision is made would vary from year to year based on that fishery. Thus, the open access
fishery may not be a reasonable alternative to cooperative membership in all fisheries.

The decision to open an open access fishery could be affected by the ability to effectively monitor and
account for catch so that managers can close the fishery in a timely fashion. This could include
additional observer coverage or shore-based reporting necessary to ensure managers have data in a
sufficient time frame to close an open access fishery when the allocation is reached. The extent of this
additional monitoring would vary by area and fishery, with the need greatest in fisheries with small
TAC:s relative to the potential harvest rates. These measures could either be established on a voluntary
basis among vessels in the open access fishery, or NMFS and the Council could require additional
observer coverage or monitoring requirements for specific open access fisheries.

If the open access allocation were exceeded, presumably there would not be a reduction in the harvest
share allocation in the rationalized fishery. Given that many of the groundfish species are set with the
TAC equal to the allowable biological catch (ABC), fishery managers will take the measures necessary to
ensure that the open access fishery does not result in chronic overages of either the TAC or the ABC,
which would undermine conservation objectives.

Management of Other Non-Harvest Share Fisheries

Initial Allocation of Species

Section 2.1 of the Council’s motion establishes the management areas subject to rationalization and
Section 2.3 establishes the species to be allocated among the various gear types. Section 2.4 describes
the allocation of bycatch under consideration. Section 2.5 describes the allocation of PSC species, and
Sectiont 2.6 describes the allocation to the incentive fishery — a form of open access — with participation
restricted to those vessels that are qualified to participate in the rationalized groundfish fisheries. Table
1 provides an overview of the allocation of the various groundfish species by area and gear type.
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Table 1: Allocation of Groundfish Species by Area and Gear Type

allocated to an Eastern GOA TAC
(SEO & WY).

Pacific cod is currently
allocated to an Eastern GOA

Area Trawl Hook and Line Pot
Southeast Target Allocation: Trawl Catch Bycatch Allocation: Unclear The language in
Outside history in SEQ prior to 1998 would | Thornyhead and 2.1 does not explicitly
be allocated to West Yakutat (2.1). | Shortraker/Rougheye exclude a bycatch
Unallocated (Open Access): All Rockfish in the Halibut and allocation to pot gear, but
groundfish species Sablefish IFQ Fishery, DSR, | it is assumed to be
and Pacific Cod fishery (2.1). | excluded.
Unallocated (Open Access): | Unallecated (Open
All other groundfish species. | Access): All groundfish
species.
West Target Allocation: Pollock, Pacific | Target Allocation: Pacific Target Allocation:
Yakutat cod, deepwater flatfish, rex sole, cod, deepwater flatfish (if Pacific cod (2.3.1). Note:
shallow water flatfish, flathead sole, | nerbot is targeted), Pacific cod is currently
arrowtooth flounder, northern arrowtooth flounder, allocated to an Eastern
rockfish, Pacific Ocean Perch, northern rockfish, Pacific GOA TAC (SEC & WY).
Pelagic Shelf Rockfish (2.3.1). QOcean Perch, Pelagic Sheilf Bycatch Allocation:
Note: Pacific cod is currently Rockfish (2.3.1). Note: Thornyhead, rougheye,

shorraker, other slope
rockfish, Atka mackerel,

- Bycatch Allocation: Thomyhead, TAC(SEOQ & WY). trawl sablefish (2.4).
rougheye, shortraker, other slope Bycatch Allocation: PSC Allocation:
rockfish, Atka mackerel, trawl Thornyhead, rougheye, Exempted from halibut
sablefish (2.4). Option: Trawl shortraker, other slope PSC{252).
sablefish could be allocated as a rockfish, Atka mackerel, Incentive Fishery:
new category of harvest shares trawl sablefish (2.4). Arrowtooth flounder,
usable by fixed gear. PSC Allocation: Halibut deepwater flatfish,
PSC Allocation: Halibut (2.5.2). (2.5.2). fiathead sole, rex sole,
Incentive Fishery: Arrowtooth Incentive Fishery: shallow water flatfish.
flounder, deepwater flatfish, Arrowtooth flounder, Option: make available
flathead sole, rex sole, shallow deepwater flatfish, flathead the unharvested portion of
water flatfish. Option: make sole, rex sole, shallow water | the WYAK TAC as an
available the unharvested portion of | flatfish. Option: make incentive fishery (2.6).
the WYAK TAC as an incentive available the unharvested Unallocated (Open
fishery (2.6). portion of the WYAK TAC Access):

Unallocated (Open Access): Other | as an incentive fishery (2.6). | All other groundfish
rockfish, Other Species Unallocated (Open Access); | species.
Other Rockfish, Other
Species, Pollock, rex sole,
flathead sole, deepwater
flatfish (if turbot was not
targeted).
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niorthern rockfish, Pacific Ocean
Perch, Pelagic Shelf Rockfish
(2.3.1).

arrowtooth flounder,
northern rockfish, Pacific
Qcean Perch, Pelagic Shelf

Central & Target Allocation: Pollock, Pacific | Target Allocation: Pacific Target Allocation:
Western cod, deepwater flatfish, rex sole, cod, deepwater flatfish (if Pacific cod (2.3.1).
GOA flathead sole, arrowtooth flounder, turbot is targeted), Bycatch Allocation:

Thornyhead, rougheye,
shortraker, other slope
rockfish, Atka mackerel,

Bycatch Allocation: Thomyhead, Rockfish (2.3.1). trawl sablefish (2.4).
rougheye, shortraker, other stope Bycatch Allocation: .} PSC Allocation:
rockfish, Atka mackerel, trawl Thornyhead, rougheye, Exempted from halibut
sablefish (2.4) shortraker, other slope PSC(2.5.2).
PSC Allocation: Halibut (2.5.2) rockfish, Atka mackerel, Incentive Fishery:
Incentive Fishery: Arrowtooth trawl sablefish (2.4). Arrowtooth flounder,
flounder, deepwater flatfish, PSC Allocation: Halibut deepwater flatfish,
flathead sole, rex sole, shallow - {2.5.2). flathead sole, rex sole,
water flatfish (2.6) Incentive Fishery: shallow water flatfish
Unallocated (Open Access): Other | Arrowtooth flounder, (2.6).
Rockfish, Other Species deepwater flatfish, flathead Unallocated (Open
sole, rex sole, shallow water | Access):
flatfish (2.6). All other groundfish
Unallocated (Open Access): | species.

Other Rockfish, Other
Species, Poliock, rex sole,
flathead sole, deepwater
flatfish (if turbot was not
targeted).,

Table 1 shows that with rationalization, there is the possibility of several different types of additional
catch accounting requirements even within the rationalized fisheries. First, there is the possibility of a
form of open access in the incentsve fishery for that portion of the TAC for those species that have not

historically been fully harvested. NMFS would calculate the size of the incentive fishery depending on
the years chosen for initial allocation and determine the amount of TAC that is left after determining the
amount of QS to be allocated and the amount of TAC that this catch history represents. These data are
not provided here, but Table 2 provides the percentage of the TAC that has been traditionally harvested
in the incentive fisheries from 1993 10 2002.

The provisions in Section 2 ¢ | provide two possible methods for managing access to the incentive
fisheries — one for participants within a cooperative and the second for any participant eligible to
participate in a cooperative. Under both options, fish in the incentive fishery would not be available for
harvest until either the cooperatise’s or the individual’s allocation has been harvested. Option 3 under
Section 2.6.2 provides for accounting of incentive species for non-members of cooperatives. Under this
option, an individual would begin fishing off the unaliocated TAC in the incentive fishery only after the
individual’s allocation of incentive species is harvested. This provision could be applied to participants
in the “low producing” fixed gear catcher vessel share holders under Alternative 2 and halibut and
sablefish IFQ holders under either altermative.

NPFMC, Agenda C-1: Open Access 5 October 2003



Table 2: Percentage of Incentive Species Harvested by Area from 1995 - 2602

Year Area Arrowtooth | Deepwater | Flathead Rex Sole | Shallow Water
Flounder Flatfish Sole Flatfish
1995 WG 28 21 29 28 8
CG 64 25 31 51 39
EG * 20 7 1 o 1
1996 WG 40 4 40 69 10
CG 79 26 43 74 69
EG* 16 7 4 10 3
1997 WG 53 4 22 57 9
CG 50 72 39 44 57
EG* 23 32 3 7 4
1998 WG 60 5 28 37 6
CG 38 59 23 40 25
EG * 8 3 0 1 8
1999 WG 74 9 9 51 6
CG 48 68 14 44 18
WYAK 15 23 1 5 2
2000 WG 124 10 13 72 12
CG 71 30 25 48 49
WYAK 6 9 1 0 6
2001 WG 77 6 30 35 5
CG 54 25 26 44 46
WYAK 8 9 0 0 0
2002 WG 77 11 21 31 6
CG 60 24 34 47 53
WYAK 2 0 0 0 0
95-02 Ave. | WG 67 % 9 % 24 % 48 % 8 %
CG 58 % 41 % 29 % 49 % 45 %
EG/WYAK 12 % 11 % 1% 4 % 3%
Note: * Until 1999, there was not a separate West Yakutat allocation for these species.
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As with the open access fishery, adequate bycatch would be required in order to effectively harvest the
target species in the incentive fishery, and many of the same catch accounting and monitoring problems
would need to be addressed in the incentive fishery. However, the eligibility criteria in Section 2.6.1
indicate that participants would still need to retain adequate harvest shares of bycatch and PSC in order
to participate in the incentive fishery. For fisheries that are constrained by bycatch and PSC, this
requirement provides additional management control.

Participants in the incentive fishery would not be competing for bycatch and PSC as well as incentive
fish because they will have individual bycatch shares. NMFS would still need to monitor target species
harvest rates in the incentive fishery relative to bycatch harvest rates to ensure that the overall incentive
fishery harvests were not exceeded, but in cases where the bycatch harvest rates are not greater than the
incentive fishery harvest rates, real-time reporting of bycatch harvest shares could be sufficient to
monitor overall catch. Generally, participants will have the same issues of bycatch monitoring in the
incentive fisheries as in the rationalized fisheries, because both will be subject to bycatch shares.
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AGENDA C-1(b)(5)
OCTOBER 2003

Monitoring Issues in the
GOA Groundfish Rationalization Program

NPFMC
September 12, 2003

The Council is currently in the process of developing alternatives for its Gulf of Alaska (GOA)
groundfish rationalization program. Successful implementation of a rationalization program in the GOA
will depend on the development of a practical and cost-effective monitoring program to ensure that
groundfish and prohibited species (PSC) catches are properly accounted. The purpose of this discussion
paper is to identify the monitoring issues that are likely to be associated with the GOA rationalization
program, and explore a variety of monitoring approaches.

NMEFS currently manages the groundfish fisheries of the GOA by using a combination of reports from
observers and processors. The current system was designed to provide the data necessary to manage
aggregate groundfish and PSC quotas in open access fisheries. Under the current system, data reported to
NMES by catcher processors, shoreside processors and at-sea observers are combined to generate
aggregate estimates of total removals for each groundfish species or species group. PSC rates from
observed vessels are extrapolated to provide estimates of total PSC bycatch on a fishery-by-fishery basis.
This system is appropriate for the current open access fisheries in the GOA where TACs and PSC limits
are managed in the aggregate. However, the current system is inadequate for monitoring rationalized
fisheries because it was not designed to provide estimates of catch and bycatch on an individual vessel
basis.

Because the GOA rationalization alternatives are still under development, it is not possible to spell out in
great detail the type of monitoring that will be necessary to implement the program. And this paper does
not attempt to do so. However, given the direction of the alternatives as they have progressed to date, it
is possible to identify some of the monitoring issues that are likely to arise, and suggest some alternative
approaches for monitoring catch and bycatch that may merit further analysis.

The first section of this paper summarizes the types of monitoring requirements that are likely to arise
under the alternatives currently under consideration. This section concludes that a system of individual
vessel halibut PSC harvest shares' will the most problematic and difficult element of the program to
monitor. The other aspects of the GOA rationalization program, such as the allocation of groundfish
harvest shares or individual fishing quotas (JFQs) to individual fishermen, do not raise such difficult
monitoring issues, and likely could be implemented using a combination of the methods currently used to
monitor other individual quota-based fisheries such as the halibut/sablefish IFQ program, the Community
Development Quota (CDQ) program, and the American Fisheries Act (AFA ) pollock management
program.

The second section of this paper focuses options for implementing and managing individual vessel
halibut PSC harvest shares, and discusses the level of monitoring that is likely to be required under
various alternative approaches. This section of the paper concludes that halibut PSC harvest shares

! Also known as vessel bycatch allowances (VBAs) or individual bycatch quotas (IBQs).
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(issued to either vessels or cooperatives) are likely to be exceedingly costly to implement if the program
relies on observer coverage to monitor the actual halibut bycatch of individual vessels. For some of the
smaller vessel size classes, the costs of observer coverage could even exceed the net revenues from the
fishery. However, maintaining the current system of aggregate PSC limits is also problematic because to

do so would simply create a race for fish in the fisheries in which halibut PSC limits are a controlling
factor.

For this reason, the Council may wish to explore additional approaches to monitoring and regulating
halibut PSC so that the objectives of rationalization can be achieved in a cost-effective manner. To this
end, a variety of alternative approaches to PSC management are suggested at the end of this discussion
paper. Given the disparate nature of the different GOA groundfish fisheries, the Council may wish to
explore a variety of approaches for PSC management that can be individually tailored to each individual
fishery. The paper merely serves as a starting point in that discussion, as some of the suggestions
contained within are only rough ideas that have in no way been thoroughly developed or analyzed. Ata
minimum, the Council should ensure that the environmental impact statement currently under preparation
contains a thorough analysis of PSC monitoring alternatives so that problems and cost-effective solutions
can be identified.

1.0 Elements of the GOA Groundfish Rationalization Program that require
monitoring and oversight

While the GOA groundfish rationalization alternatives have not been finalized in great detail, many of
the activities that will require monitoring are common to the alternatives. These may be grouped into
four general categories for the purpose of this discussion paper:

. Individual vessel fishing activity. These are the elements of the management program that must
be monitored at the individual vessel level such as groundfish IFQs and individual vessel halibut
PSC harvest shares.

. Fishery-wide fishing activity. These are elements of the management program that can be
monitored at the fishery level. Examples include the tracking of marine mammal and seabird
interactions, which are monitored fishery-by-fishery but are not regulated at the individual vessel
level.

. Cooperative formation and operation. Some of the alternatives contain a host of regulations that
govern the formation and operation of fishery cooperatives. Considerable monitering and
oversight may be required to ensure that cooperatives form and operate in the manner intended
by the Council.

. Processing activity. In the inshore sector, much of the monitoring of groundfish IFQs is likely to
occur at the shoreside processor where catches are sorted and weighed. In addition, regulations
that implement a closed class of processors or establish linkages between processors and
cooperatives will require additional monitoring and oversight to ensure a level playing field and
to ensure that processors are operating within the constraints imposed on them by the program



1.1 Individual vessel fishing activity

Regardless of the form that the GOA rationalization ultimately takes, increased monitoring of individual
vessel fishing activity will be necessary because quotas and bycatch limits that were previously allocated
at the fishery level will now be allocated to individual vessels or cooperatives. The types of activities
that will need to be monitored at the individual vessel level include the following:

. Catch and discards of groundfish species for which IFQs have been assigned.

. Bycatch of PSC species for which individual vessel harvest shares have been assigned.

. Time and location of fishing activity.

. Other restrictions on the use of IFQ (owner-on-board requirements, leasing restrictions, gear
restrictions, vessel size limits, processing restrictions, etc).

1.1.1 Groundfish catch and discarcis

NMEFS has a decade’s worth of experience with monitoring groundfish catch and bycatch at the
individual vessel level in the halibut/sablefish IFQ and CDQ fisheries, and more recent experience
monitoring individual vessel activity in the AFA pollock fishery. The experiences with these three
programs is likely to guide the Council and agency in developing an individual vessel mopitoring
program for GOA rationalization. Experience with all three programs suggests that the processing
location is the most efficient and cost-effective place to monitor the catch of IFQ species. For catcher
vessels, landings are most efficiently monitored at the processor, where deliveries can be sorted and
weighed on centified scales, and the weighing process can be monitored.

Catcher processors vary considerably in terms of size and type of operation. On larger catcher processors
such as those that operate in the AFA poliock fishery, total catch can be effectively measured onboard
the vessel using flow scales. On small catcher processors such as the freezer longliners that operate in
halibut/sablefish fishery, at-sea scales may not be practical. On such vessels, landings may be most
efficiently monitored by weighing products at the time of offload and back-calculating using product
recovery rates (PRRs) to determine total catch as is currently done in the halibut/sablefish IFQ program.

Monitoring groundfish landings by catcher vessels

Experience with other quota-based programs suggests that the retained catch of catcher vessels is most
effectively measured at the processor location. Most catcher vessels, especially those operating in the
GOA, simply do not have the capacity to install at-sea scales that would provide the same level of
accuracy as the certified scales installed at the processing plant. Likewise, at-sea observer estimates of
groundfish catch that are based on extrapolated basket samples cannot approach the levet of accuracy
provided by centified scales installed at the processing plant. Furthermore, it is more cost-effective in
terms of equipment and personnel to weigh the catch of multiple vessels at a single shoreside location
rather than at-sea with separate scales installed on each individual vessel. Some guota-based programs in
other countries use at-sea scales to monitor catcher vessel landings. But that approach is likely not
practical in the GOA groundfish fishery given the number of small vessels and the diversity of vessels
and gear types.

In the guota-based programs established in Alaska to date, NMFS has taken two different approaches to

monitoring shoreside landings of quota species. For the halibut/sablefish IFQ program, NMFS developed
a program that relies on NMFS enforcement officers to monitor landings and enforce compliance with
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catch weighing and catch accounting regulations. In contrast, the CDQ and AFA shoreside monitoring
programs in the Bering Sea rely primarily on observers to verify that catch is being sorted and weighted
in an accurate manner.

While all three of these programs rely to a great extent on industry-reported data, the presence of
enforcement officers and observers provides NMFS with the ability to verify compliance and ensure that
quotas are accounted for in fair and accurate manner. IFQ programs in other countries have taken the
government role a step farther by establishing government-operated weigh stations where all catch must
be weighed and logged prior to processing. However, such a government-intensive system is likely not
practical given the far-flung nature of the GOA groundfish fishery and the isolated location of many
processors. Therefore, the GOA rationalization program will likely need to rely on a system of industry-
reported landings with oversight by NMFS Enforcement and/or observers, or a new system such as
government weighmasters.

Regardless of who is responsible for the oversight, a catch monitoring program for GOA groundfish
landings is likely to contain the following types of requirements:

. Sorting requirements to ensure that multi-species groundfish landings are properly sorted by
species prior to weighing.

. Handling requirements to ensure that the flow of fish from the offload point to the scale can be
observed and fish cannot be diverted into the factory without being weighed.

. Weighing requirements to ensure that all groundfish IFQ species are properly weighed on
approved scales, and that fish do not enter the factory without being weighed.

. Scale requirements to ensure that scales are properly calibrated and are of an approved type
certified by NMFS or the State of Alaska.

. Reporting requirements to ensure that IFQ landings are properly reported to NMFS.

. Recordkeeping requirements to ensure that scale receipts and other associated records are
maintained for possible future auditing or inspection.

Monitoring groundfish discards by catcher vessels or fuil retention
requirements for all IFQ species

Groundfish discards are among the most difficult fishing activities to estimate with accuracy and
precision. At present, while both catcher vessel operators and observers are required to report discards,
neither is required to actually measure discards in any systematic way. Vessel operators must report their
groundfish discards in their daily fishing logbooks. However, NMFS does not provide any guidance or
measurement standards for generating such estimates. Therefore, in most instances, the number reported

in the vessel’s logbook is simply the skipper's “guestimate” and is not based on any actual weighing or
measurement of fish prior to discarding.

Likewise, NMFS observers are also required to report discards or the “‘percent retained” for each
groundfish species or species group. However, observers do not generally attempt to weigh or otherwise
measure the exact quantities of groundfish that are discarded by vessels. This is because other tasks such
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as species composition sampling and PSC bycatch estimation are given a higher priority. The 2003
Groundfish Observer manual instructs observers that

“Percent retained is only an estimation, and your effort and time spent obtaining it should be
minimal! Percent retained, by species, is often difficult to estimate because discard can happen in
a variety of places. Make your estimation based on what you see happening, on a haul by haul
basis. Potential types of discard include fish falling off belts, dumpmg large portions of nets at
sea and size sorting fish.”?

The West Coast Groundfish Observer Program has traditionally placed a higher emphasis on estimating
groundfish discards, as discard estimation is a primary reason why observers are deployed in the west
coast groundfish fishery. To this end, the West Coast Groundfish Observer Program has established
additional standards and procedures for discard estimation by observers. If the discard volume is Iow
enough, observers sort and weigh all bycatch prior to discarding. At higher levels of discards, observers
and/or crew members transfer groundfish into baskets prior to discarding and use an average basket
weight to estimate the total amount discarded. At the highest levels of discards, observers are forced to
use the same types of visual estimation methods used by groundfish observers in the North Pacific.

While the methods used to estimate discards in the west coast groundfish fishery could be used to
improve discard estimates in the GOA groundfish fishery, they may not be practical on higher-volume
vessels without considerable additional effort and equipment, and the diversion of observers from
existing duties such as PSC estimation. On larger vessels that handle higher volumes of groundfish,
equipment such as conveyer belts and flow scales may be the only viable method to obtain precise and
accurate estimates of discards.

Under the GOA rationalization alternatives, the Council is currently considering a variety of retention
requirements for IFQ groundfish that range from no retention requirement to 100% retention for ail IFQ
groundfish species. The decision about whether to allow at-sea discards of groundfish IFQ species
depends largely on whether at-sea discards of IFQ groundfish species can be reliably measured. Without
reliable methods to measure at-sea discards of IFQ species, vessel operators will have no reliable way to
determine when they have reached their IFQ for a particular species, and managers will have no way to
determine when an IFQ has been reached or exceeded.

The only alternative to at-sea measurement of groundfish discards is to prohibit at-sea discards of IFQ
groundfish so that the entire IFQ catch can be weighed at the processor. Existing improved
retention/improved utilization (IR/IU) regulations already prohibit the discarding of pollock, Pacific cod,
and shallow water flatfish in the GOA and could easily be extended to other IFQ groundfish species.
Absent a reliable method of measuring at-sea discards on both observed and unobserved catcher vessels,
the Council should consider requiring full retention of all IFQ groundfish species so that IFQ catches can
be properly monitored and accounted.

Howeyver, it is not necessary to extend full retention requirements to species that are not managed under
the IFQ or co-op program becanse such species could be managed could be managed using aggregate

249003 North Pacific Groundfish Observer Manual.”North Pacific Groundfish Observer Program. AFSC,
7600 Sand Point Way N.E., Seattle, Washington, 98155., page 4-23.



data as is currently done today. Non-IFQ species could include underutilized groundfish species such as

arrowtooth flounder, and non-allocated species such as grenadier. Species composition sampling by )
observers could provide sufficient information to manage such species in the aggregate so there would be

no need to retain these species for weighing at the processor.

A full retention requirement for IFQ groundfish species is not without its own monitoring and
enforcement issues. It is far easier for an observer to monitor compliance with full retention requirements
than to estimate groundfish discard amounts, because monitoring compliance with a full retention
requirement simply means watching to see that no groundfish are being discarded. However, without an
observer on board it may be simply impossible to monitor whether an operation is illegally discarding
groundfish. Of course, this is already the case for the current retention requirernents for pollock, Pacific
cod, and shallow water flatfish. Extending retention requirements to other species such as rockfish
would not raise new issues or problems that are not already present in the existing IR/IU program. In
reality, if unobserved vessels chose to discard IFQ groundfish, there is probably little that can be done to
detect such activity unless remote monitoring techniques such as video surveillance are used

Monitoring groundfish landings by catcher processors

Measuring the catch of IFQ species by catcher processors is substantially more difficult than for catcher
vessels because of space constraints and the difficulty of taking accurate measurement on a moving
vessel. In the quota-based programs established to date, NMFS has used a variety of approaches to
measure individual quota harvests on catcher processors. In the halibut/sablefish IFQ fishery NMFS
requires that all IFQ species be retained and all IFQ products be weighed and reported at the time of
offload. The total catch of IFQ halibut and sablefish is then determined by extrapolating product weights
to round weights using standardized PRRs. Both the CDQ and AFA programs in the Bering Sea require 7~
catcher processors to weigh all groundfish onboard the vessel using NMFS certified scales. However,
the catcher processors operating in the CDQ and AFA fisheries tend to be large factory trawlers whereas
the catcher processors operating in the halibut/sablefish IFQ fishery tend to be much smaller freezer
longline vessels. In addition, catch measurement using at-sea flow scales is most effective in single
species fisheries such as the pollock fishery where bycatch is minimal and easily deducted from the scale
weights to generate species-by-species catch totals. Measuring the total catch of each species in a multi-
species trawl fishery is much more difficult, even with onboard flow scales. Either the catch must be
sorted by species prior to weighing, or the unsorted catch must be weighed and a basket sample taken to
determine the species composition of the catch.

In developing a groundfish catch monitoring program for catcher processors, the Council and NMFS will
need to consider the size and type of catcher processors that operate in the GOA to come up with a cost-
effective and appropriate monitoring program. The Council may wish to consider a variety of moritoring
approaches depending on the size, gear type, and target fishery of the catcher processor. In any event,
NMFS has considerable experience with monitoring individual groundfish quotas on a variety of type of
catcher processors. The rationalization program in the GOA is unlikely to raise issues that have not
already been faced and addressed to some extent in the halibut/sablefish, CDQ, and AFA fisheries.

Monitoring groundfish discards by catcher processors.

The problems with measuring discards described in detail for catcher vessels also apply to catcher
processors. In fact, estimating discards on board catcher processors is even more difficult than on
catcher vessels because of the opportunity to discard fish at more locations on the vessei—both on deck
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and inside the factory. On a catcher vessel, once the fish have been dumped into the vessel’s holds they

Vama stay there until offloading. However, all catcher processors have one or more discard chutes below decks
where bycatch and the heads and guts of processed fish are discarded. Therefore, the rationale for
requiring full retention of all IFQ groundfish species on catcher vessels also would apply to the catcher
processor fleet. On the other hand, if flow scales are used to weigh all groundfish prior processing, then
discard estimation would become unnecessary because the scales would be used to measure the total
catch of IFQ groundfish. Groundfish discards would, therefore, be less of an issue on catcher processors
that use flow scales to monitor IFQ harvests, than on catcher processors that use back-calculated
production reports to estimate discards.

1.1.2 Halibut PSC

Under the GOA rationalization altemmatives, halibut is the onty PSC species for which individual vessel
harvest shares would be assigned. Under the current management regime in the GOA, aggregate PSC
limits have not been established for salmon, crab, and herring, although retention of those species is, of
cousse, prohibitedF This discussion assumes that halibut would be the only PSC species in the GOA for
which individual harvest shares would be allocated to either individual vessels or cooperatives.
However, the issues associated with monitoring halibut bycatch also would apply to crab and salmon,
should the program be extended to those other PSC species.

In the GOA groundfish fishery, halibut PSC is currently allocated among fisheries and gear types in the
annual harvest specifications. Under the current management program, inseason halibut bycatch is
estimated by using a formula that extrapolates the observed estimates from vessels that carry observers to
the portion of the fleet that is unobserved. This system is based on the assuraption that observed and

7~ unobserved vessels operate in 2 similar manner in open access fisheries. This system is designed to
provide aggregate estimates of halibut bycatch on a fishery-by-fishery basis and is not intended to
provide precise estimates of halibut bycatch on an individual vessel basis, either for the observed or
unobserved vessels.

While extrapolation of data from observed to unobserved vessels may be appropriate for managing
halibut PSC in open access fisheries, it is not likely to be a viable monitoring approach in rationalized
fisheries regardless of whether or not halibut PSC is allocated to individual vessels. This is because the
basic assumption in open-access fisheries— that observed vessels are operating in a similar manner as
unobserved vessels--can no longer be made in a rationalized fishery where each vessel operator is free to
chose when and where to conduct his fishing activity. This is especially true in cooperative fisheries
where members are no longer competing against each other in 2 race for fish but have an incentive to
work together to ensure that bycatch rates on observed vessels are as low as possible.

3'he Council has indicated that it intends to develop additional bycatch measures for crab and salmon
within the GOA rationalization program. However, at this time, individual vessel harvest shares have not been
proposed for those PSC species. Management options for crab and salmon are scheduled to be discussed at the

October 2003 Council meeting.
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Statistical issues related to the design of an individual vessel halibut PSC
harvest share program

The GOA rationalization alternatives include options under which under which halibut PSC harvest
shares would be allocated to individual vessels or cooperatives. Under such a program, NMFS would
monitor halibut bycatch rates for individual vessels or cooperatives to ensure that harvest shares are not
exceeded. The level of monitoring required to operate the program depends on a variety of factors that
include sampling.bias and precision, enforcement requirements, and operational requirements for
cooperatives.

Sampling bias. One of the biggest concerns in developing a PSC monitoring program is the elimination
of sampling bias. Bias can occur at a variety of levels within a sampling program including: (1) the
choice of which portion of the haul to sample (2) the choice of which hauls to observe on a vessel, and
(3) the choice of which vessels are observed and uncbserved. The Observer Program expends
considerable effort to ensure that unbiased sampling occurs onboard each vessel. These include training
and instructions to observers on how to collect samples randomly from various portions of each sampled
baul, and the use of random sampling schedules to govern which hauls are sampled during a fishing day..
Under a rationalization program, concerns about bias at the vessel level could increase because individual
vessel operators would have a greater incentive to attempt to bias observer samples through activities
such as pre-sorting PSC. While such activities are, of course, already illegal, increased vigilance would
likely be necessary to ensure that attempts to bias sampling are not successful. Some vessels operating in
the BSAI have already demonstrated a willingness to deliberately bias PSC sampling by pre-sorting
halibut in an attempt to avoid VIP program violations or extend fishing seasons.

The greater concern regarding sampling bias is in the choice of which vessels to observe. In open access
fisheries with less than 100% observer coverage, the assumption is that all vessels are competing equally
in a race for fish and therefore, the fishing practices on observed vessels are likely to be fairly
representative of unobserved vessels operating with the same gear type in the same time and area. Ina
rationalized fishery, this assumption can no longer be made for a variety of reasons. First, fishing effort
in rationalized fisheries tend to be much more dispersed in both time and space which means that the
activities of observed vessels are less likely to be representative of unobserved vessels. Second, in a
cooperative fishery, vessels are by definition “cooperating™ with each other and have both the incentive
and ability to bias sampling by ensuring that observed vessels get lower bycatch rates than unobserved
vessels. Finally, in a cooperative the level of aggregation is much lower than in an open access fishery
where the observations from all the observed vessels in a fishery might be aggregated to determine
fishery-wide bycatch rates. If the level of aggregation is to a cooperative with much fewer vessels, the
possibility of bias increases.

Resolving concerns about sampling bias will likely require significant increases in observer coverage
relative to the current levels. Because bias is difficult or irnpossible to measure, there may be no way to
effectively address it other than to eliminate it entirely. The most obvious way to eliminate bias between
observed and unobserved vessels is to require 100% observer coverage. The question is whether
concerns about bias can be adequately addressed at coverage levels less than 100%. That question
cannot be answered here but will require considerable additional analysis. Some sources of bias could be
identified and eliminated through the use of GPS-integrated electronic fishing logs that provide NMES
with better information on when and where vessels are fishing. However in small cooperatives where
vessels use different gear types and operate in different target fisheries in different areas during different
times of the year, there may be no way to effectively address the problem of bias other than to require
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100% observer coverage. Or alternatively, to require the observed and unobserved vessels in a

cooperative to use identical gear and fish side-by-side in a group so that the observed and unobserved
activities are comparable.

Sampling precision. Precision refers to the extent to which bycatch estimates are likely to vary in
repeated sampling. The standard statistical measure of precision is the coefficient of variation (CV),
which is the ratio of the square root of the sample variance (i.e. the standard error) to the estimate of the
sample mean. By using this measure, one is able to compare the variances of distributions that have large
differences in their means or units of measurements. For example, a CV of 30% implies that the size of
the standard error is 30% as large as the sample mean. Smaller CVs indicate greater precision.
Alternatively CVs of 100% or greater have poor precision with the standard errors being equal to or
larger than the estimated mean. The precision of bycatch estimates can be increased by increasing the
size and frequency of the samples taken. Practical limitations on observer workloads limits the extent to
which sampling precision can be increased on a boat with a single observer. Increasing the coverage
levels in a fishery is one method of increasing sampling precision. Technological improvements in
sampling methods that allow observers to handle larger volumes of fish would be another way to increase
sampling precision.

Establishing minimmm acceptable levels of sampling precision may be necessary to successfully
implement individual vessel PSC harvest shares. The minimum acceptable level of sampling precision
will depend on a variety of factors including (1) conservation requirements, (2) enforcement
requirements, and (3) the operational requirements of vessels and cooperatives.

Conservation of the halibut resource requires that the total estimated PSC from the groundfish fishery
does not vary from the overall PSC limit to an extent that would raise conservation concerns. A recent
NMEFS report on bycatch monitoring provides an extensive discussion on the use of precision estimates in
bycatch management and suggests that a precision goal of CVs of 20-30% is appropriate for aggregate
annual bycatch estimates that are used for traditional management purposes.* If this precision goal of a
CV of 20% is applied to the GOA groundfish fishery, we would be 84% certain ¢hat the actual annual
halibut bycatch is within 20% of the estimate, and 98% certain that it is within 40% of the estimate.
Translated to actual numbers, if the estimated annual bycatch is equal to the annual PSC allocation of
2,300 mt (i.e. if the entire halibut PSC allocation is taken), that would mean we would be 84% certain
that the actual bycatch of halibut in the GOA. is between 1,840 mt and 2,760 mt and 98% certain that it is
between 1,300 mt and 3,220 mt.

Effective enforcement of individual vessel halibut PSC shares will require that bycatch estimates for
individual vessels or cooperatives be precise enough to ensure that violations can be successfully
prosecuted. This is an important question that must be thoroughly analyzed before a program of
individual vessel halibut PSC harvest shares can be developed and implemented. When the vessel
incentive program (VIP) program was under development, NMFS undertock considerable statistical
analysis to determine the minimum levels of sampling that would be required to produce bycatch rates
estimates that are acceptably precise for enforcement purposes. In a halibut PSC harvest share program,
bycatch estimates must be precise enough so that when a case is taken to court, the government can
adequately prove that the alleged violation actually occurred. If the sampling regime is so imprecise that

*Evaluating Bycatch: A National Approach to Standardized Bycatch Monitoring Programs. NMES.”
Nationa!l Marine Fisheries Service, Silver Spring, MD, June 2003.
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there is reasonable doubt about whether the vessel in question actually exceeded its PSC harvest share,
then the government will be unable to prove that a violation occurred. The analytical work done in
support of the VIP program may provide some information on the minimum acceptable levels of
precision required to make a halibut PSC harvest share program enforceable. However, because the VIP
program and the proposed PSC harvest share program are sufficiently different, considerable analysis
will be necessary to determine what kind of minimum levels of sampling will be required to enforce the
proposed halibut PSC harvest shares.

Finally, effective implementation of a system of halibut PSC harvest shares will require that bycatch
estimates are precise enough to satisfy the operational needs of fishermen and cooperatives. In a fishery
cooperative where quotas are traded and sold among co-op members, monitoring must be precise enough
to ensure that the fishermen are actually able to catch the quotas that they have obtained. The levels of
precision required to successfully operate a cooperative may far exceed the level that might be required
for conservation purposes alone. The AFA catcher processor pollock fishery in the BSAI provides an
excellent example of this situation. If the objective in the AFA pollock fishery was simply to manage the
pollock TAC for conservation purposes, then a2 CV of 20% or greater might be perfectly acceptable for
pollock TAC management given that the ABC and OFL are more than 20% greater than the TAC.
Managing the pollock TAC to a CV of 20% would ensure that the stock is not overfished.

However, the AFA catcher processor fleet is also managing a cooperative in which pollock quota is
bought and sold by the metric ton. Pollock fishermen want to be certain that their actual harvests are
equal to the quotas that they hold and desire a level of monitoring precision that far exceeds that which
would be required for conservation purposes alone. To this end, the AFA mandates that all pollock
harvested by AFA catcher processors be weighed on NMFS-ertified scales. These scales must be tested
daily and be calibrated to be accurate to within 0.5% or the vessel cannot operate. Under this system, a
vessel operator can be reasonably certain that his actual catch of pollock is within 0.5% of his reported
scale weight. Concerns about bias were also a reason for the scale requirements and increased coverage
in the AFA and CDQ fisheries.

The level of precision attained in the AFA and CDQ pollock fishery far exceeds anything that would be
required for conservation purposes, but ensures that when a company invests in AFA or CDQ pollock
quota it will be able to harvest all of it. The AFA cooperatives could not function if the caich estimation
method used in the pollock fishery was simply designed to produce an aggregate annual CV of 20%
because the individual catch estimates on individual vessels could be highly imprecise and vary
substantially from vessel to vessel. No fisherman (unless he was a gambler!) would want to purchase
100 mt of pollack quota to fish if the monitoring program is so imprecise that his actual catch could
range between 20 and 180 mt before he was shut down, and he has no idea in advance as to which end of
the range his actual catch will fall.

With respect to a cooperative-based halibut PSC harvest share program of the sort envisioned under
GOA rationalization, the acceptable level of precision may well depend on the structure of the
cooperatives and whether they are voluntary or mandatory. In a system of voluntary cooperatives in
which all of the members of a cooperative have freely chosen to associate with each other and
“uncooperative” members can be excluded, a less precise sampling program may be acceptable. This is
because the individual members of the cooperative may have faith that they will all individually act in the
best interests of the cooperative and follow the best fishing practices to reduce bycatch. However, in a
system of mandatory cooperatives in which fishermen do not have the flexibility to chose their own
membership, and are forced to accept “uncooperative” members that they would otherwise not wish to
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associate with, a more precise sampling program may be necessary. In such an instance, the member
vessels may be unwilling to have their bycatch rates pooled because one bad actor could drag down the
cooperative. Instead, the members way want a sampling regime that is precise enough to allow the
cooperative to regulate vessels individually and isolate out those with higher rate.

How good must the halibut bycatch monitoring program be?

The issues of sampling bias and precision are therefore central to the design of a bycatch monitoring
program for GOA rationalization. The purpose of this discussion paper is not to identify what type of
sampling or what level of observer coverage is necessary to successfully implement the proposed halibut
PSC harvest share program and eliminate concerns about bias and precision. Rather, the purpose of this
discussion is to emphasis that sampling bias and precision must be major factors the in the analysis and
design of a halibut PSC monitoring program that relies on observer sampling to meet its objectives..

Given the problems associated with sampling bias and precision, a halibut PSC harvest share system that
is based on observer coverage is likely to be the most difficult aspect of the GOA rationalization program
to design and implement. This is especially so if the program relies on at-sea observers to produce
vessel-by-vessel bycatch estimates. It may be the case that a program that relies on observer data may be
too costly to be economically viable in some GOA groundfish fisheries. This is especially true for those
sectors of the groundfish fishery in which smaller vessels predominate.

At the same time, maintaining the current system of aggregate PSC quotas is not a viable option either,
because maintaining the current fishery-based PSC quotas would simply result in a race for halibut PSC
in those fisheries that are PSC-limited. Many of the benefits of rationalization would be defeated. In
light of this dilemma, section 2.0 explores some alternative approaches to halibut bycatch management
that may merit consideration. if the proposed system of halibut PSC harvest shares proves to be
unworkable for some or all of the sectors of the GOA groundfish fishery.

Individual vessel vs cooperative PSC harvest shares

Some fishermen have suggested that a halibut PSC harvest shares issued to cooperatives would require
less monitoring than harvest shares issued to individual vessels. However, the extent to which this is true
depends largely on the type of cooperatives authorized under the program, and their objectives for
internal vessel management It also depends on whether the issues associated with sampling bias can be
adequately addressed with less than 100 % observer coverage.

The type of cooperatives formed under GOA rationalization will significantly influence the type of
monitoring program required At one extreme would be a cooperative program with no restrictions on
membership, in which fishermen would be free to organize with any other like-minded individuals that
they chose to associate with. and would also be free to exclude any individuals that they chose not so
associate with. At the other end of the extreme would be a mandatory cooperative program in which
each fisherman is only eligible to join a single cooperative linked to 2 single processor, and in which
fishermen would be unable to exclude individuals that they do not wish o associate with.

Under a system of voluntary cooperatives that allows complete freedom of association, it is likely that
some cooperatives could form in which the mermbers trust each other to follow all of the agreed-upon
fishing practices. In such a cooperative, the members may be willing to accept a single bycatch rate that
does not differentiate between vessels, knowing that they would have no way to reward or penalize
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individual vessels with higher or lower bycatch rates, or that do not follow agreed-upon practices. Such a
cooperative would likely need to operate with some sort of profit-sharing agreement in which all the
members share the risks and profit from fishing jointly, because individual vessel statistics could not be
discermed, and exchanges of quota between co-op members would be impossible.

However, under a system of mandatory cooperatives in which fishermen are not free to chose their
associates, and would have no ability to exclude bad actors, industry is much more likely to desire 2
monitoring regime in which individual vessel bycatch rates can be determined. This is true even if the
PSC harvest share is issued to the cooperative in the aggregate. Under such a system, cooperatives are
much more likely to want to subdivide their aggregate halibut PSC harvest share so that each individual
vessel receives its own allocation, and so that each individual vessel’s halibut bycatch can be tracked.

To date, all of the cooperatives formed under the AFA have been of the latter variety in that they track
their individual harvests of pollock and sideboard species so that quota shares can be exchanged between
members and individual members can be penalized for exceeding their own allocations. In effect, each
cooperative operates its own private IFQ system under which the cooperative allocates quota to each
individual vessel and monitors each vessel’s fishing activity.

1.1.3 Monitoring the time and location of fishing activity

Numerous regulations in the GOA govern the time and area of fishing activity. These include closed
areas such as Steller sea lion protection zones, no-trawl areas, seasonal restrictions on fishing activity,
and a host of other regulations that govern when and where fishermen may fish. During open access
fisheries when nurnerous vessels are operating in the same general area for a limited fishing season, these
types of regulations are possible to monitor using traditional methods such as Coast Guard overflights.
However, in a rationalized fishery where fishermen may be fishing in widespread locations throughout
the year, enforcement of time and area closures with traditional metheds becomes more difficult. Asa
result, technological monitoring methods such as VMS may become more necessary under GOA
rationalization than they might otherwise be in traditional open access fisheries.

A systemn of GPS-integrated electronic logbooks in which fishermen report their fishing activity
electronically may also assist in tracking of fishing activity. Such a system also could help managers
deploy observers in the most effective manner so that the areas where vessels are fishing receive
adequate coverage. If managers have better information about where unobserved vessels are fishing they
can make better decisions about when and where to deploy observers to obtain comprehensive coverage.

1.2 Monitoring fleet-wide fishing activity

While IFQ groundfish and halibut PSC would need to be monitored at the individual vessel level under
meost of the rationalization alternatives under consideration, much of the other data necessary for the
management of the program could still be aggregated to the fleet or fishery level. The types of data that
could be aggregated to the fishery level include:

. Marine marnmal takes and observations

. Incidental bycatch of seabirds

. Catch and bycatch of non-IFQ groundfish and non-quota PSC species

. Other scientific data collection programs normally conducted by observers.
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1.2.1 Marine mammal and seabird monitoring

A variety of federal laws and regulations require that NMFS monitor takes and interactions with marine
mammals and other protected species such as seabirds. In the GOA groundfish fishery, this is currently
accomplished through the same observer coverage that is used to monitor groundfish catch and PSC
bycatch. A new monitoring program for GOA rationalization will need to continue to collect data on
marine mammals and seabirds to the extent required by existing laws and management programs.

The issue is whether marine mammal and seabird monitoring needs to be done at the individual vessel
level as with IFQs and halibut PSC harvest shares, or whether marine mammal and seabird data can
continue to be coliected and aggregated at the fishery level. 'Given that the GOA rationalization program
will not sub-allocate marine mammal and seabird allowable takes down to the individual vessel level,
there is probably no reason to increase marine mammal and seabird monitoring beyond the level that is
currently considered to be adequate for the existing open access fisheries.

This means that some observer coverage will continue to be required under GOA rationalization in order
to meet marine mammal and seabird monitoring obligations. However, GOA rationalization is unlikely
to require increased marine mamrmal and seabird monitoring, unless rationalization leads to changes in
fishing behavior that lead to increased concerns about marine mammal and seabird interactions. The

effects of rationalization on marine mamrnal and seabird interactions will be a subject for analysis in the
EIS.

1.2.2 Maonitoring catch and bycatch of non-IFQ and non-quota PSC species

Under GOA rationalization, individual harvest shares would not necessarily be issued for each
groundfish and PSC species. For underutilized groundfish species such as arrowtooth flounder,’ or non-
allocated species such as grenadier, it may be appropriate to continue monitoring removals in the
aggregate on a fishery-by-fishery basis rather than attempting to estimate removals on an individual
vessel-by-vessel basis. The same holds true for PSC species such as crab, salmon and herring for which
individual vessel harvest shares are not assigned.

If managers are only concerned with estimating the total removals of these species at the fishery level,
and not concerned with monitoring individual vessel quotas, then the monitoring system for such species
could rely on aggregated data. For example, rather than attempting to determine the exact tonnage of
arrowtooth flounder that each groundfish vessel has harvested, managers might simply use extrapolated
data from observed vessels to estimate total arrowtooth removals from the GOA.

Because individual vessel data are unnecessary to monitor species for which individual vessel quotas
have not been assigned, there is no compelling monitoring reason to extend IR/TU requirements to such
species. In the case of non-IFQ groundfish, fishery-wide estimates of total removals could be generated
using existing methods without the requirement that each vessel retain ali of its non-IFQ groundfish to be
sorted and weighed at the processor along with its IFQ species. Therefore, the level of monitoring
required to estimate removals of non-IFQ species is considerably lower than that required to monitor
groundfish [FQs and halibut PSC harvest shares.

3Under some of the options under consideration, arrowtooth flounder could also be an IFQ species. In this
case, the total catch of arrowtooth flounder would need to be monitored on a vessel-by-vessel basis and an effective
method of measuring arrowtooth discards would need to be developed if full retention of arrowtooth flounder was
not required.
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1.2.3 Other data collection programs

Observers also collect a variety of other types of data to support ongoing management needs. These
inciude collection of length frequencies and otoliths to support age and growth studies, collection of
stomach samples, and collection of tagged fish. These types of data collections will continue to be
necessary under GOA rationalization to support the overall management of the fisheries, however there is
nothing inherent about GOA. rationalization that would require these types of data collection programs to
increase. . .

1.3 Monitoring cooperative formation and operation

The experience with designing and implementing the AFA cooperative program in the BSAT suggests
that considerable efforts will need to be undertaken under GOA rationalization to monitor the formation
and operation of cooperatives. The extent to which this is necessary depends largely on how the program
is designed. For example, in the AFA pollock fishery, NMFS continues to monitor and regulate the
catcher processor and mothership sectors of the BSAI pollock fishery as if it were an open access fishery.
Other than the requirement to submit annual reports, mothership and catcher processor cooperatives are
largely unregulated in the sense that NMFES does not review or approve their membership, and does not
issue them individual allocations.

In contrast, the AFA inshore catcher vessel cooperatives are highly regulated because the AFA spells out
specific membership requirements for these cooperatives and a specific formula for allocation of quota to
each inshore cooperative. Therefore, NMFS must spend considerable time overseeing the formation of
inshore cooperatives to insure that each inshore cooperative contains only the members authonzed by law
and that the allocation to each inshore cooperative is based on the formula spelled out in regulation.
NMFS must also review each inshore catcher vessel cooperative’s contract to ensure that it contains all
of the elements required by the AFA and implementing regulations. Finally, NMES must also monitor
the aggregate landings for each inshore cooperative to ensure that each cooperative stays within its
annual allocation.

The extent to which cooperative formation and operation will need to be monitored in the GOA
rationalization program depends largely on the extent to which the program restricts cooperative
membership and activity. If cooperatives have no membership or delivery restrictions then less oversight
will be necessary. On the other hand, if the program is restrictive with respect to cooperative
membership, linkages to processors, delivery restrictions, transfers between cooperatives, and requires
that eligible vessels be entitled to join specific cooperatives, then a great deal more oversight and
monitoring will be necessary to ensure that cooperatives form and operate in the manner intended.

However, regardless of the level of oversight required, these types of tasks are largely administrative in
nature and would likely be accomplished by staff at the NMFS regional office. In the AFA cooperative
program, observers and enforcement officers in the field are not generally involved in the task of
monitoring the internal structure and operation of cooperatives. Under GOA rationalization, this type of
administrative workload will most definitely increase, and could require additional staff to implement.
The extent to which this is necessary depends largely on how highly regulated and restricted cooperatives
would be under the Council’s preferred alternative.
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1.4 Monitoring processing activity

Under any type of harvest share or IFQ system, increased monitoring of processors is necessary. This is
especially true for the weighing and reporting of IFQ landings as discussed above. Some level of
additional oversight will be required to ensure that all landings are properly weighed on scales that are
properly calibrated, and that IFQ accounts are properly debited. Alternatives that impose additional
restrictions on processing, such as a closed class of groundfish processors, or a direct or indirect system
of processing quotas, will require additional monitoring of processing activity to insure that processors
do not exceed the limits place on them by regulation. However, the existing halibut/sablefish IFQ
program, and the AFA and CDQ programs provide several monitoring approaches that could be applied
to GOA rationalization. It is unlikely that GOA rationalization would raise unique and different
monitoring issues for processors that have not already been addressed in these three existing quota-based
programs.

2.0 Alternative approaches to halibut bycatch management

As discussed above under 1.1.2, implementing an individual vessel halibut PSC harvest share program is
likely to be the most difficult and costly aspect of the GOA rationalization program. Because an
individual vessel harvest share program for halibut in the GOA has not been extensively developed or
analyzed, it is not possible to determine what type and level of monitoring will be required for such a
program to operative effectively. However, it seems likely that an observer-based program that attempts
to estimate halibut bycatch at the individual vessel level would require 100% or greater observer
coverage to achieve the necessary level of precision at the individual vessel level. This type of program
would be exceedingly costly given the number and type of vessels currently operating in the GOA
groundfish fishery because it could require a ten-fold or greater increase in the number of observers
deployed in the GOA groundfish fishery. This level of observer coverage would most certainly not be
sustainable through a pay-as-you-go or fee-based program because the costs of such observer coverage
could exceed the total net revenues in the fishery. Unless of course the GOA groundfish fleet is
dramatically restructured to resemble the large-vessel fleets that operate in the BSAL

At the same time, maintzining the existing system under which halibut bycatch limits are allocated to
different fisheries also is not viable under GOA rationalization. Maintaining the current system of
halibut bycatch allocations that are managed through directed fishing closures would defeat the purpose
of GOA rationalization, at least for those fisheries in which halibut bycatch is a factor. To do so would
simply continue the race for fish because fishermen would be required to race to insure that they catch
their IFQ species before the fishery is closed due to halibut bycatch.

Therefore, some alternative approach to halibut bycatch management will be required in order to
successfully implement GOA rationalization. If an individual vessel halibut PSC harvest share program
monitored by intensive observer coverage is not economically viable, then alternative approaches must
be considered. The following discussion introduces a variety of alternative halibut bycatch management
and monitoring approaches that may merit additional consideration.

2.1 Alternative monitoring technologies: Digital observers and video monitoring
The use of video cameras to monitor at-sea fishing activity is a relatively new technique, and has only

been tried in limited fisheries to date. The approach involves mounting tamper-proof video cameras in
various locations on the fishing deck and recording all or a portion of the vessel’s fishing activity. A
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recently completed pilot program in the Alaska halibut fishery has found video cameras to be extremely
useful in monitoring seabird bycatch and compliance with seabird avoidance measures. However, video
monitoring alone is unlikely to provide an adequate method to monitor halibut bycatch.

Digital observer technology takes the use of video monitoring one step farther. This technology usesa -
digital scanner to record multiple images of individual fish for electronic species identification and for
length frequency estimates as each fish passes through the scanner on a conveyer belt. The primary
developer of this technology is Digital Observer LLC of Kodiak, Alaska. Although this technology is
still in the testing phase, it may be an alternative to human observers for some types of vessels and
fisheries in the GOA.

The use of alternative monitoring technologies will be a major topic for analysis in the environmental
assessment/regulatory impact review currently under preparation for restructuring of the observer
program in the GOA. To the extent that such technological approaches show promise for monitoring the
GOA groundfish rationalization program, they should be explored further in the EIS currently under
preparation for GOA rationalization.

2.2 Industry self-reporting of bycatch

Mandatory logbook reporting requirements are frequently used in fisheries throughout the world. In fact,
in the GOA groundfish fishery, the operators of groundfish vessels over 60' LOA are currently required
to report estimates of PSC bycatch in their daily fishing logs. The question is whether such self-reporting
produces data that is unbiased and precise enough for use in 2 halibut PSC harvest share program.

NMES has undertaken several studies that compare self-reported logbook data with data collected by
observers in various fisheries throughout the US. Al of these studies concluded that self-reported
logbook data may not be a reliable method for estimating bycatch. There are a variety of reasons why
this is the case. First of all, unlike observers, fishermen are not required to follow any type of random
sampling methodology to estimate their level of bycatch. The vessel’s estimate, therefore, is simply a
visual estimate that is not subject to any methodology. Second, fishermen tend to be focused on the
species of economic value in their catch and pay less attention to species that are of less economic value
or are discarded. Finally, fishermen would have an obvious incentive to under-report halibut bycatch if
they were subject to a harvest share system that was governed by their own bycatch estimates. For these
reasons, self-reporting of halibut bycatch is not considered a viable approach to managing halibut
bycatch under GOA raticnalization,

2.3 Integration with the halibut IFQ program

One approach to managing halibut bycatch is to incorporate it into the existing halibut IFQ program so
that vessels would be issued halibut IFQs rather than shares of halibut PSC mortality, and their halibut
catch could then be retained for measure and sale at the processor. Given existing and historic halibut
fishing regulations, this approach would likely only be viable for fixed gear vessels that could otherwise
legally fish for halibut. It would be especially problematic for trawl vessels given that much of the
halibut PSC caught by trawl vessels is sub-legal. However, even if limited to fixed gear, this approach
would dramatically change the nature of both the existing halibut and groundfish fisheries and would
require wholesale changes to both programs. In addition, the harvest shares of halibut PSC mortality
allocated to groundfish fishermen would convert to substantially lower amounts of halibut IFQ because
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of the difference in mortality rates between halibut PSC caught by longline vessels and halibut caught in
the halibut IFQ fishery.

In addition, there are a variety of economic and socio-economic reasons why the Council may not wish to
fully incorporate the halibut and groundfish IFQ programs. Nevertheless, it is a potential option for
addressing halibut bycatch that could be explored in the analysis, if desired.

2.4  Factoring halibut bycatch into groundfish TAC specifications

The most simple approach to halibut bycatch management would be to incorporate projected halibut
bycatch estimates into the TAC setting process. For target fisheries that are limited by halibut bycatch,
the TACs could be reduced in advance to the level that the fleet is projected to harvest under a given
halibut PSC allocation. This would be a very crude approach to halibut bycatch management, but could
be a viable approach in certain small-vessel fisheries where more direct bycatch monitoring with
observers is not economically viable,

Under such a system, NMFS could continue to monitor bycatch through some level of observer coverage
to deterrnine the actual level of halibut bycatch in the fishery and provide bycatch data that could be
incorporated into the following year’s TAC specification process. Fisheries that exceed their projected
level of halibut bycatch in a given year would see their TACs reduced the following year and fisheries
that catch less halibut than projected could see their TACs increased the following year. Such a system
would allow groundfish fishermen to fish when and where they wanted in a fully rationalized manner
without fear of inseason closure due to halibut PSC. But such a system could provide less incentive to
individual vessel operators to reduce bycatch than would a system of individual vessel halibut PSC
harvest shares, unless cooperatives organized to keep bycatch rates low.

2.5 Halibut PSC harvest share program based on standardized bycatch rates.

A more sophisticated approach than that identified in 2.4 would be to issue halibut PSC harvest shares to
individual fishermen and use model-generated standardized halibut bycatch rates to attribute bycatch
mortality to different fishing practices. Under such a system, NMFS would develop a halibut bycatch
model that would assign bycatch rates to individual vessels based on such factors as time and area of
fishing, gear type, target species, and any additional factors that might also be correlated to halibut
bycatch. Such a model could be as sophisticated or simple as the data warrant, and could include data
from non-fishery sources such as surveys and abundance estimates.

Under such a medel, the entire GOA could be divided up into small subareas for the purpose of halibut
bycatch estimation and factors such as gear type, depth, time of year, time of day, and target species
could be incorporated as appropriate to determine the estimated bycatch rate for each area, gear type,
target fishery, week etc. Conservative (precautionary) baseline rates could be assigned to time/area cells
for which bycatch data are lacking, which would mean that industry would have an incentive to ensure
that the areas they wish to fish in have adequate observer coverage. A vessel that uses trawl gear to fish
for Pacific cod in one area would autornatically be assigned a halibut bycatch rate that would be applied
against the landed catch of Pacific cod. When the vessel makes its landing, the system would
automatically debit the vessel’s PSC harvest share account based on the standard rate for that area, time,
gear type, etc. A vessel using pot gear to fish for Pacific cod in the same time and area would be
assigned a much lower halibut bycatch rate and would have its halibut PSC account debited much less
when landing the same quantity of Pacific cod.
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Such a system would depend on the ability of NMFES to collect sufficient halibut bycatch data so that the
model can reasonably predict bycatch rates by area, gear type, and time of year. Therefore, some level of
ongoing observer coverage would be required to track actual bycatch rates so that the model could be
updated as necessary. But the level of observer coverage required to develop standardized bycatch rates
may be far lower than the level of coverage required to run an halibut PSC harvest share program based .
on the actual bycatch of each vessel. In fact, such a system is really just a more sophisticated variation
on the current halibut PSC management program which extrapolates bycatch rates from observed vessels
to unobserved vessels that are fishing in the same time and area. -

The advantage to such a system is that it could be far more cost-effective than a system in which NMFS
attempts to track actual bycatch rates using observers on each individual vessel. 1t would also provide
more predictability for fishermen who would know in advance that if they fish in a certain manner they
can expect to use up a predictable amount of their halibut PSC harvest share. An additional advantage to
such a system is that it provides the Council and NMFS a method to encourage the use of fishing
methods that are known to reduce halibut bycatch. For example, if a certain type of trawl gear or excluder
device is developed that is known to reduce halibut bycatch, that information could be incorporated into
the mode] and fishermen that switch to that gear would be immediately rewarded with a lower bycatch
rate. Fishermen would have a powerful incentive to avoid fishing during times and in areas that are
known to have high bycatch rates.

Such a system would also encourage additional feedback between fishermen and managers to refine the
model. Fishermen who believe that actual bycatch rates for a certain gear type or area are lower than
those indicated by the model would have an incentive to come to NMFS and request additional observer
coverage in that area to verify their claims. NMFS managers could also watch fishing patterns to
determine where observers should be deployed in order to fill holes in the model. NMFS could also
conduct research by contracting with fishermen to fish in specific areas with specific gear types in order
to supplement data and test new gear types as needed.

While such a system could provide iess incentive for individual fishermen to reduce their bycatch in
ways that are not reflected in the model, it could be a powerful way to encourage clean fishing practices,
1o the extent that such high-bycatch fishing practices could be identified and incorporated into the model.
Such a program would also be far casier to enforce than one based on actual observed bycatch rates
because the regulations would be written to require vessels to live within the model’s results, regardless
of whether their actual bycatch s higher and lower than the model predicts. Ultimately the success of
such a program depends on the extent 10 which bycatch rates could be predicted based on the time, area,
and type of gear used.

2,6 Hybrid program using multiple approaches

Ultimately, the diversity of vessels. gear types, and target fisheries in the GOA may require the Council
to consider a hybrid approach that uses different methods halibut bycatch management for different
sectors of the diverse GOA groundfish fishery. Any or all of the approaches listed above could be
combined in a hybrid program in which the halibut bycatch management method is tailored to each
individual fishery as appropriate.

It may well be the case that the diversity of groundfish fisheries in the GOA precludes a one-size-fits-all
approach to halibut bycatch management and a hybrid approach is necessary. The suggestions contained
in this discussion paper are by no means a comprehensive list. They are only intended to provide a
starting point should the Council wish to explore additional alternatives to managing PSC bycatch in the
GOA rationalization program.
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AGENDA C-1(b)(6)
OCTOBER 2003

Discussion Paper
on
GOA Groundfish Rationalization Communrity Protection Options

NPFMC
September 18, 2003

In June, the Council reviewed a discussion paper provided by staff and made several recommendations to
further clarify and refine the options applicable to community protection programs for the Gulf of Alaska.
The modified options are presented under Section 2.9 of the Council’s motion on Gulf of Alaska
Groundfish Rationalization Elements and Options (dated June 16, 2003). Recall that the current suite
of elements and options includes four proposed community protection options: (1) regionalization; (2)
Community Fisheries Quota (CFQ) Program; (3) Community Purchase Program; and (4) Community
Incentive Fisheries Trust (CIFT) Program.' There will be additional opportunities for the Council to further
refine the proposed community protection programs as the analysis for Gulf Rationalization progresses
during the next several meetings. However, because of the complicated nature of the analysis, it will be
important to identify as early as possible how the community programs will integrate with the general
rationalization options. Without further clarification of the current alternatives and options, staff will
be unable to provide much of the analysis necessary for a Council decision.

This paper is organized into three brief sections: I} Integration of the community programs with the general
rationalization alternatives, II) Specific questions on the community protection options, and IIf) Summary.

L Integration of community programs with general rationalization alternatives

In the preliminary stage of the analysis, staff could follow an approach similar to that used in previous
community programs.? This applies primarily to the CFQ Program and the Community Purchase Program,
thus, the remainder of the discussion will focus on these two programs.® The Community Fisheries Quota
(CFQ) Program, which is most similar to the intent and structure of the existing Western Alaska
Community Development Quota (CDQ) Program, could likewise be treated as a somewhat independent
program from the overall Gulf Rationalization Program structure. While the program would take quota off
the top of the annual TAC for each rationalized Gulf groundfish species, most program requirements would
be separate and distinct from the Gulf rationalization preferred altermative to which all other fishery
participants would be subject.

'In June, the Council also clarified that it wants to retain the option for the community protection options to be additive
(i.e.. the Council could select one or more of the community programs as part of the preferred alternative).

See Attachment I for a comparison of community program elements within proposed and existing Council actions.

3The ‘regionalization” option is not a community program per se, but is a regional (North-South) designation that
wouid apply to all QS regardless of the holder. The details of the CIFT program will be addressed in a trailing amendment.
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The Community Purchase Program, by contrast, is most similar to the halibut and sablefish community
quota share purchase program (Gulf Amendment 66)* that allows eligible community entities to purchase
quota share on the open market. If staff generally followed the approach used in Amendment 66, preliminary
analysis of the Commurity Purchase Program could assume that the restrictions included in the Gulf
rationalization preferred alternative. to which individual harvesters are subject. would also apply to eligible

communities purchasing harvest shares. As the analysis develops and more information is provided at
subsequent meetings, the Council could decide to modify the rules and restrictions that apply to eligible
communities receiving or purchasing quota share as appropriate.

While using the above approaches as a starting point seems appropriate in concept, staff is uncertain
whether the details of these assumptions are consistent with the Council’s desire for these programs.
It is unclear in the current Council motion whether the CFQ Program is truly a stand-alone program,
participants of which are not subject to any of the overall rationalization provisions proposed for individual
harvesters. At the same time, it is unclear whether and how to apply all of the general rationalization options
to the Community Purchase Program. Identifying how the community programs will integrate with the
general rationalization options will help to place the proposed community programs in context for the public
as well as streamline the existing alternatives for EIS analysis. Decisions on several general elements and
options, and whether they will apply to the community protection programs, could also considerably reduce
the time necessary to complete the analysis.

Several questions remain relative to the interaction between the elements and options for the individual
holders of Gulf groundfish QS and those for the community programs. Without further clarification, it is not
possible for staff to provide the Council with a comprehensive and meaningful analysis. For example:

Community Fisherdes Quota (CFQ) Program

. Will community entities in the CFQ Program be allocated bycatch species and PSC species? The
current motion only addresses target species (5% - 15% of annual TAC), and does not make explicit
whether bycatch and PSC species (balibut) are included in the initial allocation to community
entities (2.9.2.2).

. If bycatch and PSC allocations are awarded to commamnity entities, on what basis would the shares
be calculated? If not, how will bycatch be accounted for?

. Can a community entity transfer (sell) its CFQ shares? If so, what terms or harvest designations will
apply to the shares once sold to an entity that does not represent a community?

. Will harvest share designations apply to harvest shares when they are held by community entities
in the CFQ Program (2.3.2)?

. Will shares held by community entities be subject to processor linkages (3.1.1)? If so, how would
the linkages initially be determined (i.e., there is no harvester history from which to establish the
link).

) If mandatory cooperatives are established under the general program (4.1), would harvesters

leasing shares from community entities also be required to be in a cooperative?

*GOA Amendment 66 was approved by the Council in June 2002 and is currently undergoing Secretarial review.
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. Would cormmunity-held harvest shares be subject to regionalization (2.9.1)? If so, how would CFQ
be regionally designated (i.e., there is no historical harvest by a community entity to establish the
region in which processing occurred).

Community Purchase Program

. Can a community entity transfer (sell) its CFQ shares without restriction?

. Will harvest share designations apply to shares when held by community entities (2.3.2)? Upon
transfer from a community to an individual holder, do original harvest designations apply?

. If harvest shares are purchased by a cormnumty entity, would the processor linkage transfer with
the shares (3.1.1)7

. If mandatory cooperatives are established under the general program (4.1), would harvesters
leasing shares from community entities also be required to be in a cooperative.

. Would community entities eligible to purchase harvest shares be subject to the same use caps as
individual holders (2.3.3.7)?

. Would community-held harvest shares be subject to regionalization (2.9.1)7
IL. Specific questions on community protection options

The general questions above address how the community programs fit in the context of the overall Gulf
rationalization alternatives. In addition, staff has identified three specific issues related to the proposed
community protection options themselves, resolution of which would help facilitate preliminary
analysis of the community protection programs. Council direction on the following issues and options
is requested at this meeting.

The first issue pertains to the eligibility criteria under the CFQ Program and the Community Purchase
Program, the second concems the need for including options which specify how to distribute CFQ among
eligible communities, and the third relates to the options for leasing quota share under the CFQ Program.

Eligibility Criteria under the CFOQ Program and Community Purchase Program
At the June meeting, the Council modified the eligibility criteria for both the CFQ Program and the

Community Purchase Program (Section 2.9.2.2 and 2.9.3.2, respectively). Option 3 was added as one of
several potential criteria to use to determine eligible communities:

Option 3. Historic Participation in Groundfish Fisheries
a Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and

traditional use threshold for halibut
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While the title of Option 3 denotes historical participation in groundfish fisheries, the options (a) and (b) do

not specifically pertain to groundfish fisheries. Staff is uncertain as to whether (a) should be interpreted to I
mean analyzing the number of communities with only groundfish commercial permit and fishing activity (as

suggested by the title of Option 3), or whether all commercial permit and fishing activity should count toward
community eligibility (as suggested by the specific wording of (a)).

A preliminary review of the 29 communities (see Attachment 2} that appear to meet the least restrictive
population criterion’ and geographic criteria indicates that several of the potentially eligible Gulf
communities do not have commercial groundfish permit and fishing activity in the past ten years, but do have
documented permit activity in other commercial fisheries.® The more restrictive interpretation of (a), in
which only commercial groundfish fishing activity is considered, would potentially exclude ten communities
if the Council selected (a) as the only measure of historical participation. However, if the Council chose a
combination of (a) and (b} at final action, in which communities had to have groundfish landings or a C&T
finding to qualify, then only 5 communities would potentially be excluded.

The potential impacts of selecting the various interpretations of (a) are provided to assist the Council in
clarifying the intent of this option for staff prior to the analysis. Without clarification, the inconsistency
between the title of the options and the criteria may cause confusion in the interpretation of the Council’s
intent for both the public and in the rulemaking process. In sum, staff requests clarification as to whether
(2) should be interpreted to include communities with only documented groundfish commercial permit
and fishing activity, or all commercial permit and fishing activity.

In addition, while (b) is understood to pertain only to those communities that have been determined to meet
the customary and traditional (C&T) use criteria identified by the Council and applied by the State of Alaska,
the Council noticed 1n its subsistence halibut action that additional communities seeking eligibility should -
pursue a C&T finding from either the Alaska Board of Fisheries or the Federal Subsistence Board. During o
the Joint Protocol Committee meeting this July, it was decided that the Alaska Board of Fisheries, Council,
and UL, Fish & Wildlife Service staffs will confer to identify a plan for the respective agencies to review
such petitions and report to the Council at this (October 2003) meeting. Upon resolution of this issue, the
Council may want to modify the language under Option 3(b) to account for potential appeals processes
relative to halibut C&T findings. Depending on the outcome, the Council may want to insert the following
italicized language under (b): “Communities determined by the State of Alaska or other appropriate Federal
body to have met the customary and traditional use threshotd criteria for halibut.” Staff suggests changing
the word “threshold” to “criteria” in order to make the option consistent with the subsistence halibut motion.

The least restrictive population eligibility criterion is less than 7,500 (based on the 2000 1).5. census). The review of
eligible communities also assumed that the cornmunities must be without road connections to a larger community highway
network and within 10 nm of the Gulf coast.

STen of the 29 commumities have no documented commercial groundfish landings during 1993 - 2002: Akhiok,
Aleneva, Cold Bay, Karluk, Kodiak Station, Nanwalek, Port Graharm, Susitma, Tyonek, and Womens Bay. Of these 10
communities, 6 have documented fishing activity in other fisheries such as salmon, herring, crab, or halibut: Akhick, Cold Bay,
Karluk, Nanwalek, Port Graham, and Tyonek. Of these six communities, only one {Tyonek) does not also meet the customary
and traditional {C&T} use threshold for kalibut under (b).

~
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Distribution of Quota under the CFQ Program

The second issue pertains to the need to include options under the CFQ Program (Section 2.9.2) to specify
how CFQ will be distributed to the administrative entities representing eligible communities. The current
suite of options under the CFQ Program identify the following: (1) criteria for eligible communities; (2) the
type of administrative entity that can hold quota share on behalf of those eligible communities; (3) the scope
of the overall allocation to the program (3% - 15%); and (4) program rules and restrictions relative to who
may harvest CFQ, how revenues may be used, and reporting requirements. There are currently no options
which delineate a method by which todistribute CFQ among administrative entities. In essence, should
the CFQ Program be included in the Council’s preferred alternative, it will need to recommend how to divide
the percentage of the quota allocated to the program overall (5% - 15%) among participating community
entities.

There are several ways that an allocation process could be established; the challenge is to develop one that
is well suited to the goals of this particular program, the communities involved, and the scale of the fisheries
at issue. In June, the Advisory Panel (AP) recommended including three specific options that were not
ultimately recommended by the Council due to lack of time for sufficient discussion:

Allocation Basis

Option 1. Competitive (as per BSAI CDQ Program)
Option 2. Equal distribution amongst qualifying communities
Option 3. - Pro rata by population

These provisions or snbstitute provisions must be developed by the Council for analysis of the CFQ
program to proceed.

Note that under any proposed option to allocate quota in the CFQ Program, the quota would be
allocated to the administrative entity or entities representing eligible communities. In order to receive
benefits from the program, the community must not only be on the final Council list of eligible communities,
it must also organize and qualify an administrative entity with NMTFS to hold and manage shares consistent
with the Council’s preferred alternative. The number of communities the entity represents could directly
affect the portion of the program quota allocated to each entity.

This section briefly discusses the above AP recommendations, from the perspective of the analytical
approach that would be taken by staff. Staff does not have any recommendations regarding which options
should be included in the analysis. The purpose in addressing this issue is to have general options for
allocating CFQ included in a preliminary analysis, with the understanding that the details of a
distribution process must also be developed for analysis in the EIS. The AP options were provided above
as a starting point for discussion. Options specifying how to distribute quota are necessary, not only to
establish a consistent method for distributing quota, but also to consider a mechanism by which a community
entity’s CFQ could be reduced or eliminated should the entity not comply with specific program
requirements.

Option 1 proposes a competitive process similar to the Western Alaska CDQ Program in the BSAL A
fundamental component of the CDQ Program is the competitive allocation process, not only to establish a
method for distributing CDQ, but also as the mechanism by which the CDQ groups’ investments are kept
within the bounds of the program’s intent. The State of Alaska (CDQ Team) makes complicated, multi-
criterion decisions in allocating quota to CDQ groups, in consultation with the Council and with final
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approval by NMFS. As the CDQ groups are restricted in their investment activities, the allocation process

provides an administrative structure by which to evaluate an entity’s activities and monitor compliance with )
program requirements. Thus, in the CDQ Prograrn, the allocation process acts as a means to reduce a CDQ

group’s allocation if its activities are not found to be consistent with the program’s intent and associated
regulations.

The current CDQ allocation process implemented by the State and NMFES is a fairly lengthy and intense
administrative precess, which may further increase in length due to pending inclusion of a formal appeals
process necessary under the Administrative Procedure Act. Under the current CDQ regulations at 50 CFR
679.30, the State must:

1. Announce a CDQ application period as required by §679.30(a).

2. Hold a public hearing as required by §679.30(b) to obtain comments on the proposed Community
Development Plans (CDPs) from all interested persons. The State must provide reasonable public
notification of the hearing date and location. At the time of public notification of the hearing, the
State must make available for public review all State materials pertinent to the hearing.

3. Consult with the Council before the State submits its recommendations about the proposed CDPs
to NMFS, as required by §679.30(c). The State must make available, upon request by the Council,
any proposed CDPs that are not part of the State’s recommendations.

4. Transmit the proposed CDPs and its recommendations for approval of each of the proposed CDPs
to NMFS, along with the findings and rationale for the recommendations, by October 15 of the year
prior to the first year of the proposed CDP, as required by §679.30(d). In these findings, the State
is required to determine that each proposed CDP meets all applicable requirements of 50 CFR 679. 7~

Once NMFS receives the State’s recommendations, NMFS must make determinations as to whether: (1) the
proposed CDPs are consistent with the purpose and scope of the CDQ Program; (2) the communities
represented by the CDPs meet the eligibility criteria; (3) the CDPs contain all of the information required,;
(4) the State has followed the application procedures, public hearing requirement, and the Council
consultation requirement; and (5) the State provided NMFS with the findings and sufficient rationale for its
CDP and allocation recomnmendations.’

The above information is provided to show the extent of the procedures associated with the CDQ Program’s
competitive allocation process, in order to beiter assess whether such an option should be included for
analysis in the Gulf CFQ Program. The schedule of events that has occurred in past CDQ allocation cycles
has generally taken nine months to complete, and inclusion of a formal appeals process may extend that
timeframe by an estimated three months. As discussed previously in June, there may be largely varying
levels of scope and anticipated revenues that exist between the CDQ Program and the proposed Gulf CFQ
Program that may warrant a much higher level of government oversight and accountability in the CDQ
Program than is necessary in the Gulf program.® Thus, a competitive allocation process in the Gulf

"These requirements are described in Federal regulations as follows: (1) 50 CFR 679.1(e); (2) 50 CFR 679.2; (3) 50
CFR 679.30(a) and 50 CFR 679.2; (4) 50 CFR 679.30(a)-(c): and (5) 50 CFR 679.30(d).

$The 2002 total revenues and royalties from the six CDQ groups combined is almost $70 millior and $46 million,
respectively (from the 4* Quarter 2002 reports, unaudited). By comparison, the value generated by all Gulf groundfish fisheries
(excluding sablefish) in 2002 was less than $80 million in ex-vessel revenues (SAFE report: Economic Status of the Groundfish
Fisheries Off Alaska, 2002). Thus, the total ex-vessel revenues generated from 5% - 15% of the groundfish TACs (which is ‘)
proposed to be allocated to the CFQ Program) could be roughly valued at $4 - $12 million. Note that communities would receive
less than the ex-vessel values, however, as they would only receive the lease price from the quota.
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groundfish fisheries may prove overly costly and burdensome relative to the level of benefits generated from
the allocations. Should this option be included in the suite of elements and options, these issues would be
further explored in the analysis. Both the details of the allocation process and the criteria by which to
evaluate competing community entities would need to be developed.

Option 2 and Option 3 propose simplified methods by which to distribute CFQ among eligible communities.
Option 2 proposes equal distribution amongst qualifying communities, meaning that an administrative entity
would receive an equal portion of the overall quota reserved for the program for each community it
represents. Option 3 proposes to allocate CFQ based on the population of the communities each
administrative entity represents. It is assumed that the approach under either option would be that CFQ would
be divided only amongst eligible communities that met the requirements of the program in a given year. In
effect, while the Council may approve a list of eligible communities at final action, it is possible that not all
of those communities will organize and qualify an administrative entity with NMFS.

Options 2 and 3 propose a formula by which to allocate CFQ which is entirely objective. No competitive
process or evaluation criteria would be required, and thus a much less burdensome administrative process
would be necessary. Notwithstanding the inherent uncertainty regarding the number of eligible communities
that would participate, as well as annual variation in the TACs, participating entities would have a fairly good
understanding of the amount of quota that they would receive annually prior to the fishing year. The lack of
subjectivity also means that each community would receive ‘equal’ treatment, despite various differences
in size (under Option 2) or the way each community uses the allocations. The potential advantages and
disadvantages of a- non-competitive process, as well as issnes concerning a mechanism by which a
conmmunity entity’s CFQ could be reduced or eliminated should the entity not comply with specific program
requirements, would be discussed in the analysis.

As previously stated, staff does not have any recommendations regarding which options should be
included in the analysis. The purpose in providing a general description of this issue is to initiate some
discussion as to whether the Council is prepared to recommend options for allocating CFQ at this
time. Should the Council proceed with a CFQ Program, options for allocating CFQ among eligible
cormmunities will need to be analyzed prior to final action.

Regardless of the ¢ype of distribution method identified for analysis, additional details will also need
to be developed (e.g., the number of years the allocations will be in place before they are re-evaluated
or re-calculated; timing/process for consultation with the Council; evaluation criteria under a
competitive process, etc.).

Leasing Quota Share under the CFQ Program

The current options for leasing quota under the CFQ Program are contained in Section 2.9.2.5:

2.9.2.5 Harvesting of Shares

Option 1. Limited to residents of eligible communities that own their vessels
Option 2. Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option 4. No offshore leases to CPs
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This section refers to who is eligible to lease quota from community entities for harvest. On its face, this set
of options seems appropriate for analysis. However, if the purpose is to refine and develop comprehensive
EIS alternatives for analysis, it is possible that some options may be eliminated if they are not deemed
practicable. At this point in the preliminary stages of analysis, staff notes that Option 1 and Option 2 may
not be feasible options to consider for this program.

As proposed, the CFQ Program would allocate a specific percentage (5% - 15%) of each Guif groundfish
TAC to eligible Gulf of Alaska communities. The intent and structure of the CFQ Program is most similar
to the existing CDQ Program, which receives 7.3% of most BSAI groundfish species and 10% of BSAI
pollock. However, due to the smailer, area-specific TACs in the Gulf of Alaska, the CFQ Program would
likely be a much smaller program in terms of the relative value of the allocations and the revenues generated
from those allocations than the CDQ program (see footnote 8).

Depending on the criteria selected for determining community eligibility, up to 29 Gulf communities may
be eligible for the CFQ Program (Attachment 2).° The options for forming an administrative entity to hold
and lease QS on behalf of eligible communities currently wounld allow an administrative entity to represent
a minimum of two communities. While an administrative entity must represent more than one community,
many of the resulting allocations could still be fairly small. For example, Western Gulf Pacific cod, one of
the larger TACs in the Gulf, has a 2003 TAC of 15,450 mt. If 10% (1,545 mt) were allocated to the CFQ
Program overall, each eligible community would average 53 mt.' If two communities were represented by
a single administrative entity and each community received an equal portion of the overall allocation, the cod
allocation to that entity would be 106 mt. Some of the smaller TACs may equate to only a few metric tons
of an individual species per eligible community. If shares are not distributed equally, some communities
could receive substantially smaller allocations. Thus, while multiple communities may potentially organize
under a single administrative entity, the allocations and resulting benefits associated with each represented
comrmunity remain relatively small.

Due to the smaller nature of the TACs in the Gulf and the relatively small populations in many of the
potentially eligible communities, it does not appear feasible 1o require that community entities only lease
quota to community residents. If the intent is for communities to derive revenues from the allocations to
support community development projects, it may be necessary to allow communities sufficient flexibility
to lease quota to individuals that have their own harvest shares to use. Consolidation of community quota
share on vessels that are already participating under the rationalization program may be one of the most
effective means available to generate revenues for eligible communities. This would allow participants to
disperse the fixed costs associated with harvesting the quota among those individuals that are already fishing.
While some eligible communities may have residents that will receive individual harvest shares under the
program, many of the smallest communities may not. In addition, communities with very low populations
may have difficulty finding a local resident with the equipment or knowledge necessary to participate in these
particular fisheries in a given year, thus, they may need the flexibility to lease quota to residents of other
communities as warranted.

®This estimate is based on the following criteria for WG, CG, and WY communities: 1) population of fewer than 7,5G0;

2} no road connections to larger community highway network; 3) within 10 miles of the Gulf coast. No historic participation or
government structure criteria was applied.

wBy comparisen, the CDQ Program receives 7.5% of the BSAI Pacific cod TAC, which equates to 15,563 mt in 2003
among the six CDQ groups.
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In light of the relatively small allocations and resulting revenues that may be generated from the program,
the administrative costs of participating may also be fairly significant. It will clearly benefit some
communities to collaborate and organize under a single administrative entity, diluting an individual
community’s administrative costs of setting up and maintaining a non-profit entity. Even so, the
administrative costs may rival the revenues some communities receive from the quota, providing rationale
for allowing communities the flexibility to lease their quota to the highest royalty rate offered. In addition,
communities with very low populations may have difficulty finding a local resident with the equipment or
knowledge necessary to participate in these particular fisheries in a given year, thus, they may need the
flexibility to lease quota to residents of other communities as warranted.

Eliminating Option 1 and Option 2 would by no means preclude a community entity from leasing
quota share to the residents of the communities it represents — but it would allow the opportunity for
communities to lease quota to whomever- they choose. Note that the CDQ Program does not impose
restrictions on who may lease quota from the CDQ groups,'' but the groups are required to provide
information about their business relationships to the State and Federal govemment. Should the Council feel
comfortable with refining the options to this extent, staff recommends eliminating Option 1 and Option 2
under Section 2.9.2.5 for the purpose of creating more practicable EIS alternatives for analysis.

IIL Summary

In sum, staff has identified several general questions with regard to the interaction between the overall
rationalization alternatives and the proposed community protection programs. Without further clarification,
staff will be unable to provide much of the analysis necessary for a Council decision. In addition, the
following three specific issues are discussed:

1) clarify whether the histonie participation criteria (Option 3 (a) in 2.9.2.2) proposed for the CFQ and
Community Purchase Program should be interpreted to include communities with documented
groundfish commercial permit and fishing activity only, or all commercial permit and fishing
activity;

(2) identify options te spevity how CFQ is to be distributed among qualified administrative entities
representing eligible communities; and

3) consider eliminasting Opuion 1 and Option 2 under 2.9.2.5 which requires that community entities can
only Iease quots + CFQ) 1o community residents.

Attachment 1: Common elements of existing or proposed regulations governing community programs
Attachment 2: Draft list of eligible communities under the CFQ and Community Purchase criteria

NEederal tegulations at 50 CFR 679.30(a) state that any vessel or processor harvesting or processing CDQ or PSQ
under a Community Development Plan must comply with all other requirements of the CDQ Program regulations. However,
residency in a CDQ community is not a requirerment for harvesting or processing CDQ.
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Attachment I: Common elements of existing or proposed regulations governing community programs

GOA Ratlonalizailon:
Gulf community QS5 purchase Crab Ra(louallzation: GOA Rotionaltzalon:
B GOA Rattonallzation: CIFTs
Program Western Alasks CDQ Program program Communlty purchase provision Cummunit:fgpl‘sél; tles Quo Communily Purchase Program
!Exisiing pragram (implemented in Approved by Council in Aprit 2002 fApproved by Council in April  [Council is developing aptions for  [Council is developing options for |Councit is developing epiions for
1994) is being revised per BSAL Am.  [(GOA Am. §6), PR being drafted.  [2003. Would allow commumities [analysis. Wauld allocate a analysis. Would allow eligible rnatysis. Would nllocale a
71. The O} Program js allocated s | Allows eligible GOA communities  fwhich have nt feast 3% of she fpercemape of TAC to adminigtrath ities to p X percentage of the tolal 35 issued o
i Ipercentage of the BSAI TACs (CPQ |10 purchase halibul and sablefish  [initial PQS alfocation of any caities representing eligible Applies to species in preferred alt [persons 1o o CIFT. The CIFT wontd
Statas and Parpose reserves). Applies to il species except [QS. BSAl crab fishery 10 purchase  feommusities. Applies to species in for Gull Rationalization. redistribute 10 harvesters Lhat meel
squid. tharwest shares. [preferred alt for Gulf + leontraciual terms. Applies to species
[Rationalization. in prefesred alt for Gulf
|Rmionelization.
LA llocation vs. right to Allocation |Right to purchiase [Right to purchase Alltocation Right to purchaze Alloceiion
[yurchase nuata share
Program Elements
1, Eligible commumniles. Eligibility eriteria in regulation and Eligibility criteria wili be in EligibillLy eriteria proposed (see  [Eligibility eriteria proposed. Eligibility criteria proposed. Individual commmunity eligibilily is
Specific eligibility eriteria MSA. Regulations include the regulalion and FMP, Regulations  |ebove). nol applicable.
would be in regutation and  [eligibitity criteria and a list of eligible |will include list of specifi
could 2lso be in the FMP or  jcommunilies. cammunilies tal meet the eligibitity
MSA. criteria,
2. Admintstrative entliy. “Qunlified applicant” for CDQ Requires fortoaion of a new non-  {In COQ cammunities, the CDQ  |Encludes proposed options foran  |An option has been proposed ko Pncludes af faz CIFT

Canvnunities must have a fegal
cnlily that represents them in a
fishery ltocation progrant,
Maost regtations apply to this
enlity.

3. Quallftcatton of
administraiive eotily. NMFS
must qualify or centify an
adminisimative entily prior to it
receiving or purchasing Q5.

Jaftocations must be: a focad Ashenmen's

profit entity to represent
ities.

forganizetion or cc ic d P
forganizalion incorpornted under Sisle
ar Federal taw. The BOD snust be ot
least 75% resident fiskeenen and each
jcommunity must have 21 lzost ane

P five boand ber. A CDQ
group is & qualified applicant wilh an
npproved CDP.

A qualified applicant may epply for
CDQ allocations by submilting a

proposed CDP io the State during the

{CDx) application period. NMFS
reviews the CDPs and approves those
thal it delenniizes meet alt applicable

4. Admizlstrative Dversight.
Entilies represenling
conimunities nmsi submit
information w NMPFS,

)

g ‘The appli must also
provide 2 leiter of support from its
niember commumities.

The CD¥) group must submit o
conmrunily development plan,
anrendmenis to the plan, annuat audiked
fi 1 annuzal budget
repor, and ennuel budpget reconciliation|
repord to MMFS and the State. The
main cole for NMFES is to determine
whether the repont is submiited,
llie yequired inf i
s comsistent willl {he goats of (e
prograi. The State s the primary rotel
in daily adwsinisicative oversight,

and

Reguires submission of a detoiled
staterment of eligibilily 10 NMIPS and
the State prior to being considered
feligible to purchase Q3 on behalf of
a coninunity. The Stete may
fcoanment on ke statement of

{groups are lop

shares. For nor-CD{)
{comnnsunities, each conpnunity
{ust identily zn enlity perinitted
to purchase shares on ils behadf,

Mo new qualificalion process is
necessary for CDGQ communities.
Tor non-CDQ communitics,

ive entily: Gulf -wide,
gional, or on & mulli-cotmunity
buosis There is also an option which
would require the sdmintstrative
eitlity 1o be o nos-profil,

includes oplions to require
submission of a delatled statement
of cligibility to NMFS and the Stzic

require thot the adminisirative
entity s & non-profic entity
qualified by NMFS.

Includes options 10 require
subinission of a detailed

designation {as the adntinistrative
entity): Guif-wide, regional, or CP-
based,

This element would likely be
Tuded in the fssues deferred o a

af eligibility 1o NMES and the
State prior lo being considered
eligible to purchase QS an belalf
of a conmununity. The State snay

t on the statement of -

eligibility but does not hove B f
role. The requined el

cligibility slatement will be in
fregulatian.

[Requires an annunl report to be
fsuhinisted to NMFS, detziting the
use of QS 2t IFQ by the
fcommunily Q5 holder asd

For CDQ comnrumities, the

reputations will require prior to being considered eligible to
{submisston of informetion o receive QS on belalf of 2
NMFS simitar to the Gull C ity. The Stale may
| ity QS purch an the of ¢
of the  [progr cligibility bu does not have a

fammal role. Thie required elemenis
of the eligibility statement would be
in regulntion.

Includes an oplion lo require an
t report be submitied to

isting CDQ regutetions und
oversight would apply.
|For nan CDQ comnunities, the

comnnity Tie reg
elements of the report will be
oullined in reguiztion.

intinistrative enlity would be
required to subinit &o anusl
rcport and mect perfonnance
standerds simitar to the Guif
eamnunily QS purchase

progeam.

MNMFS, detaiting the use of QS by
the admivistrative entity, The
required elenteis of the repont
would be gutlined in regulztion.

eligibilily but does not have a
fermal rote. The requited elenments
af the eligibility statenent would
be in regulalion.

Tctudes niv option 16 require an
annual report be subnziited 1o
NMEFS, delailing the use of Q5 by
the adininisicative entity. The
required elements of fhe report
would be ouilined in regulation.

troiling amendiment,

This element would likely be
inchuded in Lhe issues deferred to n
trailing amendrient.

Contiituwsrdn next page
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Program

CDQ Progmam

Guif communlty QS porchase
program

Crab Ratlonalizaiion:
Comnmpity pucchase provision

GOA Ralionalization:
Community Fisherfes Quola
({CFQy

GOA Rationalizatlon:
Community Purchase Frogram

GOA Bationallzatlon: CIFTs

5. Ownership ard transler
restrictlons. Regulaiions may
govem (e ownership and
Lransfer of quoli beiween
conununities and other QS
holders in & progrom.

6. Use of revenues,
Regulutions may goveni
penmissible activilics or

i by a cammnity

F

entity.

7. Use caps or allocatlon

the: antount of QS allocated 1w
a cmmnunity program or
hiazed by a ¢ T

F &

limits. Regulalions may limil |p

1Federal reguloticns exist to govern the
Ieansfer of quota among COXQ groups.

Includes resiriclions on the type and
nuniber of ‘blocked' shares and the
gory of Q5 c¢ itics may

No quota Iransfier is allowed ide th
CDX) Program.

(CD}) groups must inves! primarily in
fisheries-related projecis, but a smellec
poriion of flieir revenues niay be spent
on financizl instouizents, education,
{charities, training, and administrative
jeapenses. The CDQ allocation process
hias beea lie primary ncchanism to

{i s pr . The ragulati
are currently being revised fo altow Tor
s0n:e level of non-fisherics related
TyesLneiHs.

The CNQ Program is allocated 109% of
lock, 7.5% af ereb and all other
graundiish species, 20% of sablefish,
and 20 - [009% of the lalibut TACS in
the BSAL Portions of the CDQ and

purchiase. Some pr 2re
sitnilar to those fhat apply 10
individual QS holders. Mew featres
inchude 1hie requirement to lease
I[FQs only ta residents of Lhe owner
ity and restrictions on the

atlawsble reasons for o community
o sell i1s QS.

No restrictions an the use of
revenues gencrated frone lensing the

livuit the reasons why a commanity
entity may sell Q5 (see sbove).

to the same use caps as individuat
25 holders in (he JFQ Program. In
addition. all participzting
conumunilies arg cuntulatively

No ownership e trmnsfer
restriciions apply specific to

Includes options to liwit the Teasing
of FFQs 1o resideas of eligible

")

coitmanily hetd harvest shares.

No restriciions on ic use of
revemyes generated from leasing

IRQs, but Aitere are requirements that Jihe 1FQs or the sale of arvest
{shares apply. The CDQ Program

rules would coninue to apply to
CBQ groups.

Individual comniunities ere limited ilndividml communifies will be

lield o the samne use ¢aps as
findividual harvest share hodders in
U cxely rationalizeiéon program.

L or residents af eligi
communities that own their own
vesscls, Also includes option 1o
prohibit offshwore leases Lo cateher
processors.

tocludes options 1o kit the use of

Jrevenues ta fisheries related

aclivities, education, govermnen
functians, zndfor sacial and capital
projects.

Includes options to limit harvesier
(35 allocated to compmunitiez a5 -
15% of (1 ainual quata shere pacl.

Mo optlons for ownership or
transfer reswictions have been
proposed.

No optlons bive been proposed o

the: sale of QS held by
ittes.

Mo options have been prof 1

This elenient would likely be
luded it the issues defy

A

oo

Jtimit 1tie use of revenues or resirict |

o]l

trailing amendment.

This etement would likely be
included in the issues deferred o a
Irailing ainendinent.

2l

11in1i| 1he shares prchased by
Jeasmunities. IF 1o oplions were
proposed, it is assumed thal
individual communities would be

D to reserve 10 - 30%
of the tolal harvest sheres for CIFT
associmions,

enlity. P54 reserves for cach subarea ere limited to 3% of fhe halibut QS and subject Lo the same use cap os
elocaed 1o CDX} groups in sccordence | 3% of the sablefish Q5 in each Gulf individual Q8 halders, if
with approved CDPs. NMFE can arer, in ench of the first 7 years of opplicable.
allocaie no mwore than 33% of the total |the propeam (21% total by orea).
{CDQ for all subareas and districts
combined 1o any ane CDQ group.
Nate: Right af first refusal provisions are nol included in ilie above comparison of comniunily programs. The erab ratianatizalion program allows DN proups ar ity groups rep i ,.quul.iﬁefl [ ities a first right of refusal 10 purchase

processing shares (based on history (rom the compumnily} which arc being proposed ta be sold for processing outside Ilie boundaries of the community of original processing history. The Gulfr

comnyunilies, based an the provisions of the cegb rationalization progrnt.
Nates The table also identifies elements for which no options have been proposed, in order ta highlight such elements for ke Councilin the event it would like to include opticns. This does not wean to imply thal options for these elemenis must be

included in that program.

progrem lias |

d o simitar option for Gull
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Draft list of WG, CG, and WY communities (Census Designated Places) that meet the following criteria: 1)

population’ of fewer than 7,500; 2) no road connections to larger community highway network: and 3) within
10 nm of the Gulf coast

NAME ] CLASS | pPop | AREA |
1 Akhiok Second ClassCiy . ___ 8 CG
2 Aleneva Unincorporated 68 .G
3 Chenega Bay Unincorporated . .86 CG
4 Chignik Second Class City .. CG
5 Chignik Lagoon Unincorporated . 103 CG
6 Chignik Lake Unincorporated 145 CG
7 Chiniak Unincorporated 0 CG
8 ColdBay Second Class City . 88 .. .WG
9 Cordova® Home Rule City _ 2454 WY
10 Halibut Cove Unincorporated - . CG
11 Ivanof Bay Unincorporated .22 . WG
12 Karluk Unincorporated 27 - €CG
13 King Cove FirstClassCity 192 WG
14 Kodiak HomeRuleCity L 6334 CG
15 Kodiak Station Unincorporated 1,840 G
16 Larsen Bay Seccond Class City . s CG
17 Nanwalek Unincorporated R S o ¢
18 Old Harbor Second Class City 0.237 L.CG
19 Quzinkie Second Class City 222 GG
20 Perryville Unincorporated o7 WG
21 Port Graham Umncorporated A GG
22 Port Lions Second Class City L. 256 CG
23 Sand Point bt Class Gity L 952 WG
24 Seldoyia BistClass City . .286 .CG
25 Susitna Unincorporated . S - £ A & ¢
26 Tatitlek® Umincorporated I U A s ¢
27 Tyonek | mncorporated .. 1es . CG
28 Womens Bay Unincorporated _ - 690 _ CG
29 Yakutat’ First Class City 680 WY/SEO

Note: Staff is aware that some communities hsted may be contiguous o a larger eligible community (e.g.,
communities on Kodiak Island: The analyais will consider whether these communities should not be considered
eligible communities to receive an allwation of CFQ but whose residents may be considered eligible to lease
IFQs from the larger eligible communits

'"Population is based on the 2000 U.S. Census.

*Cordova and Tatitlek are considered located in the West Yakutat area. Though located within PWS (Area
649), these communities are inside the longitudinal line used to designate the WY (Area 640) and CG (Area
630) boundary.

yakutat is located on the boundary of WY and SEO, but is technically located within SEQ (Gulf Area 650). -
Staff has included Yakutat in this list based on the Council's expressed preference to include Yakutat in
community options for the Guif rationalization program.

Attachment 2
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Draft Discussion Paper

Salmon and Crab Bycatch Measures for GOA Groundfish Fisheries
prepared by D. Witherell, C. Coon and D. Stram

Abstract - Data on the bycatch of salmon and crab taken incidentally in Gulf of Alaska groundfish
trawl fisheries was analyzed to provide some possible alternative management measures to control this
bycatch. An average of 34 red king crab and 721 crabs of other king crab species (blue, golden,
scarlet) were taken in 2000-2002 traw! fisheries. Tanner crab bycatch averaged about 165,000 crabs
per year in the 2000-2002 groundfish fisheries, with about equal amounts taken by trawl (53%}) and
pot gear (47%). Trawl fisheries took an average of 88,010 Tanner in the 2000-2002 fisheries,
primarily in flatfish fisheries (71%, all flatfish targets combined), and o a lesser extent Pacific cod
fisheries (24%}). Chinook salmon (average of 18,191 salmon per year, 2000-2002) are taken primarily
in the walleye pollock fisheries (60%, on average), but also occur in substantial numbers in the Pacific
cod (18%) and flatfish fisheries (17%). Most chinook salmon are taken in the beginning and end of
the fishing season. Chum salmon bycatch has been very low in recent years (6,736 salmon per year
average, 2000-2002) compared to number taken in the early 1990's (53,123 salmon per year average,
1993-1995). More chum salmon are taken in the walleye poliock fisheries (46%), with the a substantial
portion (35%) also taken in the flatfish trawl fisheries.

We recommend that alternatives to control bycatch in trawl fisheries focus only on chinook salmon
and Tanmer crab. Other species {including red king crab, ‘other’ king crab, and other’ salmon) are
currently taken in relatively small quantities in GOA groundfish fisheries, and therefore not likely to
raise conservation concerns. Additionally, the costs of monitoring and managing bycatch of these other
species may exceed benefits provided by any additional bycatch control measures. We recommend
that alternative measures being considered for controlling chinook salmon bycatch include area
closures triggered by limits established for the walleye pollock fishery, and seasonal closure of areas
with high bycatch rates. For controlling Tanner crab bycatch, we recommend that alternatives include
area closures triggered by limits established for the flatfish fishery, and year-round closures to trawling
in areas with historically high bycatch rates of Tanner crabs.

INTRODUCTION

The North Pacific Fishery Management Council (Council) has adopted measures over the years to control
the bycatch of some species taken incidentally in groundfish fisheries (Witherell and Pautzke, 1997).
Bycatch control measures have been established in the Bering Sea and Aleutian Islands traw! fisheries for
chinook salmon (Oncorhynchus tshawytscha), *other salmon’ (consisting primarily of chumsalmon, 0. keta),
Pacific herring (Clupea pallasi), Pacific halibut (Hippoglosses stenolepis), red king crab (Paralithodes
camischaticus), Tanner crab (Chionoecetes bairdi), and snow crab (C. opilio). Halibut bycatch limits and
bottom traw} closure areas to protect red king crab have also been established for Gulf of Alaska (GOA)
groundfish traw! fisheries (NMFS 2003). To date, no bycatch control measures have been implerented for
salmon or other crab species taken incidentally in GOA groundfish fisheries.

In April, the Council tasked staff to prepare a discussion paper, for review in October, on options for salmon
and crab bycatch measures to be considered for possible inclusion in the GOA rationalization analysis. In
this paper, we provide a general overview of the available information on salmon and crab bycatch, and
based on this information, offer some possible alternatives to control bycatch.
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METHODS

Catch and bycatch data were provided by the NMFS regional office and the groundfish fishery observer
program, and examined to gain insight into the amount, species composition, timing, and location of salmon
and crab caught incidentally in GOA groundfish fisheries. NMFS catch statistics for years 1990-2002 for
salmon and crab bycatch were summarized annually by each groundfish trawl fishery. Additicnally, the
amount of bycatch was reported by both a weekly and quarterly period to determine any temporal aspect to
the bycatch rates-for the fisheries with the highest bycatch. Average amounts of bycatch for multiple years
and for percent contribution by individual fisheries were caiculated with equal weighting given to each year
utilized. No attempt was made to weight individual years higher than others. The observer data represented
all traw] catch for a given year, and was queried to produce bycatch of observed hauls by target fishery.
Specific locations of salmon and crab bycatch were input into a GIS to produce charts of catch locations.

The North Pacific Groundfish Observer Program collects catch and bycatch data used for management and
inseason monitoring of groundfish fisheries. Since 1990, all vessels larger than 60 ft (length overall)
participating in the groundfish fisheries have been required to have observers onboard at least part of the
time. The amount of observer coverage is based on vessel length, with 30% coverage required on vessels
60 ft to 125 ft, 100% coverage on vessels larger than 125 ft, and 100% coverage at shore-based processing
facilities. There are no cbserver coverage requirements for vessels less than 60 ft. Observer data provide
for accurate and relatively precise estimation of groundfish catch, particularly on fleets with high levels of
observer coverage, such as the Bering Sea walleye pollock fishery (Volstad et al. 1997). However, the
precision of salmonbycatch estimates depends upon the number of vessels observed and the fraction of hauls
sampled within vessels (Karp and McElderry 1999). For Bering Sea fisheries such as walleye pollock, a high
percentage of hauls are sampled so fleet wide estimates of salmon bycatch are considered to be reasonably
accurate for management purposes {(NPFMC 1995a, 1995b, 1999). For Gulf of Alaska fisheries, observer
coverage may be lower in some target fisheries due to the prevalence of smaller vessels in the GOA fishing
fleet than the Bering Sea. Over the past ten years, there has generally been an increasing level of
participation by smaller vessels in the GOA groundfish fisheries, particularly traw! and fixed gear catcher
vessels Jess than 60 ft (NPFMC 2003). Therefore, it should be noted that estimates of salmon and crab
bycatch in GOA fisheries may be less precise than estimates of bycatch in Bering Sea fisheries.

RESULTS
Salmon Bycatch

The following section provides updated bycatch information for saimon in the GOA. A more detailed report
on salmon bycatch in Alaska groundfish fisheries is provided by Witherell et. al (2002).

Amount of Bycatch

Pacific salmon, including chinook, chum, coho (Q. kisutch), sockeye (0. nerka), and pink (O. gorbuscha)
are taken incidentally in the groundfish fisheries within the Gulif of Alaska. Salmon bycatch is currently
grouped as chinook salmon or ‘other’ salmon, which consists of the other 4 species combined. Over 95%
of the ‘other salmon’ bycatch consists of chum salmon (Table 1). Bycatch of chinook salmon in recent years
(average of 18,191 salmon, 2000-2002) is slightly lower than the time series average (average of 20,181
salmon, 1990-2002). The bycaich of chum salmon is much lower in the past few years, declining from a high
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of about 52,123 salmon (1993-1995 average) to about 6,736 salmon taken in recent years (2000-2002) (Table
1. _

Salmon are taken incidentally in most GOA traw] fisheries. In the 2000-2002 fisheries, an average of about
11,000 chinook salmon per year were taken by the walleye pollock fishery, 3,200 chinook salmon in the
Pacific cod fishery, 3,000 chinook salmon in the flatfish fishery (all targets combined), and 900 chinook
salmon in other target fisheries (Table 2). In an average year, the walleye pollock fishery accounted for 60%
of the chinook salmon bycatch, with the trawl fisheries targeting Pacific cod taking 18%, and flatfish
fisheries taking 17%. About 3,700 ‘other’ salmon were taken in the walleye pollock fishery, on average,
during the 2000-2002 fisheries, although the annual bycatch numbers show a drastic reduction to only 795
‘other’ salmon in 2002. Nevertheless, in an average year, more of the ‘other’ salmon bycatch was been taken
in the walleye pollock trawl fishery (46%) than other target fisheries, with the flatfish fishery also taking a
substantial portion (35%). Itis likely that relative amounts of bycatch taken in the walleye pollock fisheries
have been lower in recent years due to reduced catch limits for walleye pollock catches.

Location and Timing of Bycatch

The timing of salmon bycatch in GOA fisheries followed a predictable pattern in 2002. Chinook salmon
were taken regularly in the first 15 weeks, and also in high quantities during weeks 20 and 30, which
presumably coincides with openings of the walleye pollock fishery (Figure 1). Chum salmon were not taken
in any great numbers until week 20, after which they were taken regularly through the end of the season
(Figure 1). The timing of salmon bycatch in 2002 appears similar to what occurred in 2001. However, the
2000 fishery exhibited a different temporal pattern of bycatch, perhaps due to the U.S. District Court order
that forced the walleye pollock fleet to fish outside of Steller sea lion critical habitat (Witherell et al. 2002).

Salmon bycatch occurs in the western and central GOA management areas, corresponding to locations of the
traw] fisheries. Since 1998, the eastern GOA (east of 140°W longitude) has been closed to all trawling, with
the implementation of amendment 58 to the GOA groundfish FMP. During the 2000-2002 period, chinook
salmon were taken in relatively higher numbers in some trawl hauls to the east of Kodiak Island (up to 380
salmon per haul), although they can be taken in relatively high numbers per haul in other areas (Figure 2).
A closer examination of where chinook salmon bycatch occurs in the walleye pollock fishery around Kodiak
Island is provided in Figure 3. ‘Other’ salmon bycatch (up to 162 salmon per haul) occurs in the central
GOA to the south and east of Kodiak Island, as well as in the western GOA south of the Alaska Peninsula
(Figure 4). In the pollock fishery, the bycatch occurs east of Marmot Island and in the Barnubus Gully

(Figure 5).
Crab Bycatch

Amount of Bvcatch

Several species of crabs may be taken incidentally in GOA groundfish fisheries. NMFS categorizes the
bycatch amounts into 4 groups: red king crab, ‘other’ king crab, C. bairdi crab, and ‘other’ Tanner crabs.
The ‘other’ king crab category may include blue king crab (P. platypus), golden king crab (Lithodes
aequispina), and scarlet king crab (L. couesi). Although observer records have not been reviewed to
ascertain the relative contribution of these species to the ‘other’ king crab category, it is likely that the vast
majority, if not all, of these crab are golden king crab. Golden king crab are associated with deeper waters
than blue king crabs and are found generally in slope areas (NMFES 2003). Thus the likelihood of the “other”
king crab bycatch being comprised predominantly of golden king crab is high. The ‘other’ Tanner crab
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category may include two deepwater species: triangle Tanner crab (C. angulatus) and grooved Tanner crab
(C. tanneri). .

The number of crabs taken as bycatch in GOA groundfish trawl fisheries are shown in Table 3. Bycatch of
red king crabs, other king crabs, and other Tanner crabs is relatively low. An average of 34 red king crabs
and 721 individuals of other king crab species were taken in 2000-2002 traw! fisheries. The bycatch of
Tanner crabs in GOA traw] fisheries has fluctuated through the time series, reaching a high of 134,782 crabs
in 1997 to a low of 29,947 crabs in 1999, Bycatch of Tanner crabs in recent years (88,010 crabs per year
average, 2000-2002) is slightly higher than the average for the time series from 1993-2002 (79,238 crabs).

Trawl fisheries account for about 53% Tanner crabs taken as bycatch in GOA groundfish fisheries, with the
fisheries using pot gear accounting for about 47% of the Tanner crab bycatch, based on the 2000-2002
average (Table 4). Longline gear catches very few crabs of any species. The bycatch of Tanner crabs in
trawl fisheries occurs primarily in flatfish trawl fisheries (71%, all target flatfish combined), and to a lesser
extent Pacific cod trawl fisheries (24%) (Table 4). Although the data are not presented here, flatfish fisheries
also account for most of the bycatch of red king crab, other king crab and Tanner crab species (NMFES Alaka
Region website, www.fakr.noaa.gov).

Location and Timing of Bycatch

Given the low bycatch amounts for red king crab, other king crab, and other Tanner crab, our analysis of
temporal distribution of crab bycatch focused only on Tanner crab. Additionally, we focused on bycatch in
trawl fisheries. Bycatch amounts of Tanner crab taken in trawl fisheries appear to fluctuate temporally in
direct response to groundfish catches, particularly catches of Pacific cod and flatfish, which are managed on
a quarterly basis, with the trawl fishery beginning on January 20th each year. Bycatch of Tanner crabs in
2002 was highest (in numbers of crab) during weeks 12-17, 22-24, and 30-31, corresponding to seasonal
release of the halibut PSC apportionment for use in the flatfish fishery (Figure 6).

The spatial distribution of bycatch was examined for all four crab categories, including red king crab, other
king crab, C. bairdi Tanner crab, and other Tanner crab. Only 5 observations were made of red king crab
bycatch, including one off Southeast Alaska that was presumably taken by longline gear (Figure 7). Other
king crabs were taken along the slope in the central and western GOA, and a few outside of Ugak Bay off
Kodiak (Figure 8). As previously stated, given this distribution, the other king crab taken on the slope were
probably all golden king crab. Bycatch of C. bairdi Tanner crab was aggregated in the vicinity of Kodiak
Istand, but some bycatch also occurred south of the Alaska Peninsula (Figure 9). Other species of Tanner
crab were taken in low numbers along the slope, and at higher numbers in a few nearshore locations (Figure
10).

A closer examination was made of the locations where Tanner crab were taken as bycatch in the 2000-2002
trawl fisheries targeting Pacific cod and flatfish. In the Pacific cod trawl fishery, Tanner crabs were taken
along the northeast edge of the Chiniak Gully and also along the eastern edge of Barnabus gully (Figure 11).
The flatfish trawl fisheries caught Tanner crab over a larger area around Kodiak Island.

Discussion
In February 2002, the Council initiated the analysis of alternatives to control salmon bycatch in the GOA

groundfish traw] fisheries, and proposed alternatives, which included bycatch limits based on 1990-2001
average bycatch amounts (21,000 chinook salmon and 20,500 ‘other’ salmon). Attainment of these lirnits
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by traw] fisheries would result in closure of specified areas for the remainder of the fishing year. The
Council further clarified that specified areas would be designated based on analysis of areas that have had
historically high bycatch rates. Our analysis suggests that these bycatch limit amounts may not reflect the
current manner in which the groundfish traw! fisheries operate and the reduced bycatch of salmon in more
recent years. Additionally, our analysis shows that salmon bycatch in GOA trawl fisheries occurs at certain
times and in certain fisheries, so more focused measures may be applied.

This paper provides information that will be useful useful in developing management measures to control
salmon and crab bycatch in GOA groundfish trawl fisheries. Based on these results, we suggest that bycatch
controls should only be considered for Tanner crab and chinook salmon. We offer the following alternatives
for consideration and further development and analysis:

Chinook Salmon :

Altemnative 1:  Status Quo (no bycatch controls).

Alternative 2: Trigger bycatch limits for salmon. Specific areas with high bycatch (or high bycatch
rates) are closed for the remainder of the year if or when a trigger limit is reached
by the pollock fishery.

Alternative 3: Seasonal closure to all trawl fishing in areas with high bycatch or high bycatch
rates.

Tanner Crab
Alternative 1:  Status Quo (no bycatch controls).
Alternative 2: Trigger bycatch limits for Tanner crab. Specific areas with high bycatch (or high
bycatch rates) are closed to flatfish trawling for the remainder of the year if or when
a trigger limit is reached by the flatfish fishery.
Alternative 3: Year-round bottom trawl closure in areas with high bycatch or high bycatch rates
of Tanner crab.

Trigger limits as proposed under alternative 2 would close designated areas (as yet to be defined) to trawling
in specified fisheries once a bycatch limit has been reached. For instance, for Chinook salmon, once a
bycatch limit has been reached, the designated area closure would be closed to pollock fishing for the
remainder of the year. Likewise for Tanner crab, once the bycatch Iimit has been reached, the area closure
for the flatfish fishery would go into effect for the remainder of the year.

The proposed alternatives using trigger closures would work similar to other existing PSC management
measures. Currently in the GOA, PSC limits exist in the flatfish fishery for halibut only, whereby if a given
apportionment 1s reached within a specified season, the flatfish fishery is then closed for the remainder of
that season. Trgger bycatch limits as proposed here would be similar, but would not close the area-wide
flatfish fishery. Instead, designated high bycatch or hotspot areas would be closed to the fishery if the given
trigger bycatch limit was reached while the fishery was being prosecuted. Similar trigger closures have been
implemented in the Bering Sea to control the bycatch of Tanner crab, snow crab (C. Opilio) and red king crab
(Witherell and Pautzke 1997).

Year-round and seasonal trawl closures, such as those as proposed under alternative 3, have also been used
in both the GOA and BSAI fisheries to control the bycatch of prohibited species. Currently in the GOA,
trawl closure areas have been implemented around Kodiak Island to protect red king crab. Specific areas are
designated as Type I, Type I and Type IIf areas depending upon the importance of the area to concentrations
of red king crab at various life stages. Type I closures are closed year-round to all non-pelagic trawling.
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Type I areas are closed during the molting period for red king crab (February 15-June 15), while Type II
areas are closed only during specified ‘recruitment events” and are otherwise opened year-round.

Alternative 3 for Tanner crab proposes year-round bottom trawl closures as opposed to seasonal closures
given the relationship between the timing of the flatfish fishery and the bycatch of Tanner crabs (Figure 6).
For salmon, however, the highest bycatch is seasonal and is tied to the timing of the walleye pollock fishery.
Here seasonal closures of hot spot locations could be examined rather than year-round closures. Seasonal
salmon closures have been utilized to control salmon bycatch in the BSAI groundfish fisheries. The Chum
Salmon Savings Area in the eastern Bering Sea is closed to trawl fishing for all of August, and can be
extended though October 14 if specified chum salmon bycatch limits are reached in the trawl fishery. For
chinook salmon, the Chinook Salmon Savings Areas are closed when annual chinook salmon bycatch limits
are reached by the trawl fishery (similar to a seasonal closure under the trigger bycatch limits as described
for alternative 2). :

It should be noted that other, non-regulatory mechanisms can also be utilized to achieve bycatch control and
bycatch reduction (Hartley 2003). Measures have been embraced by the trawl and longline fleet to control
and reduce bycatch of Pacific halibut, crab, and salmon. In particular, the sharing of bycatch rates among
vessels in the fleet has allowed bycatch hotspots to be mapped and identified on a real-time basis, so that
individual vessels can avoid these areas (Smoker 1996, Haflinger 2003).

Rationalization programs, such as IFQ’s or cooperatives, may also provide additional benefits for controlling
bycatch. Rationalization programs eliminate the race for fish, thereby allowing fishermen to modify fishing
practices (e.g., time and areas fished, gear modifications, etc.) to reduce bycatch, whether in response to
regulatory requirements or on a voluntary basis. In a rationalized fishery, members are more likely to
actively exchange information to avoid areas of high bycatch rates. In an absolute sense, rationalization
programs would be expected to reduce effort, thereby reducing the amount of time gear is in the water and
the probability of intercepting bycatch species.

The alternatives we have proposed serve as a starting point for discussion as to how bycatch measures might
be conceived of and analyzed for the GOA. At this point, no specific areas or bycatch limits have been
suggested. If the Council initiates analysis of the proposed alternative bycatch control measures, we would
examine the costs to the fishing industry, as well as the potential conservation benefits, if any, resulting from
controlling bycatch of chinook salmon and Tanner crabs. At this time, we have not estimated the effects of
bycatch on population size to see if a conservation issue exists. Assessment of the impacts of bycatch on
population size will require additional data inputs such as population size estimates, the size (and age) of
crabs and salmon taken as bycatch, and estimates of discard mortality and unobserved mortality.
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Table 1. Bycatch of Pacific salmon in Gulf of Alaska groundfish trawl fisheries, by species, 1990-2002,

Numbers of Fish
Year Chinook Chum Coho Sockeye Pink
1990 16,913 2,541 1,482 85 64
1991 38,894 13,713 1,129 51 57
1992 20,462 17,727 86 33 : 0
1993 24,465 55,268 306 15 799
1994 13,973 40,033 46 103 331
1995 14,647 64,067 668 41 16
1996 15,761 3,969 194 2 11
1997 15,119 3349 41 7 23
1998 16,941 13,539°
1999 30,600 7,529°
2000 26,705 10,996°
2001 14,946 5,995
2002 12,921 3,218
Average 20,181 18,941°

* Coho, sockeye, and pink salmon are combined with chum salmon.
® Average chum salmon bycatch includes chum, coho, sockeye, and pink salmon.
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Table 2. Bycatch of Pacific salmon in Gulf of Alaska groundfish trawl fisheries, by target fishery, 2000,

2001, and 2002.

Numbers of Chinook Salmon Number of Other Salmon
Fishery 2000 2001 2002 2000 2001 2002
Walleye pollock - 18,413 9,421 5,162 7,450 - 2,741 795
Pacific cod 2,747 2,796 4,066 0 677 29
Flatfish 4,386 2,205 2,443 297 1,857 1,500
Other targets® 1,160 434 1,250 567 720 894
Total GOA ' 26,706 14,946 12,921 10,996 5,995 3,218

* QOther targets include reckfish and sablefish.
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Table 3. Bycatch of crabs in Guif of Alaska groundfish trawl fisheries, by species, 1990-2002.

Numbers of Crabs
Year Red king Other king (. bairdi Tanner Qther Tanner
1993 1,012 na 55,304 na
1994 45 na 34,056 na
1995 223 na 47,645 na
1996 192 na 120,796 na
1997 i8 pa 134,782 na
1998 275 na 105,817 na
1999 232 na 29,947 na
2000 35 698 48,716 na
2001 46 551 125,882 na
2002 20 914 89,433 na
Ave. 2000-2002 34 721 88.010 na
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Table 4. Bycatch of Tanner crabs in Gulf of Alaska groundfish fisheries, by gear type and target fishery, 2000
- 2002. ,

Numbers of C. bairdi Crab

Gear and Fishery 2000 2001 2002
Longline
Pacific cod 167 14 17
Other species® 1 17 5
Pot
Pacific cod 65,786 69,091 95,766
Trawl
Walleye pollock 1,821 11,362 774
Pacific cod 11,177 46,822 4,905
Flatfish
Deepwater flatfish 45 2,533 185
Shallow water flatfish 18,924 13,164 33,914
Flathead sole 3,015 45,269 26,924
Arrowtooth floander 10,610 2,194 14,626
Rex sole 2,897 2,145 7,198
Other targets® 235 2.394 905
Total Trawl 48,814 125,883 89,431
Total GOA 114,768 195,005 185,219

* Other species include skates, cctopus, squid, and sculpins.
® Other targets include rockfish and sablefish.
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UNITED STATES DEPARTMENT OF COMMERCE
National Oceanic and Atmospheric Administration C-1

Office of General Counsel .
P.O. Box 21109 ' ALENDA G2
Juneay, Alaska 89802-1109 OCTOBER 2003
. Supplemental
DATE: October 3, 2003
FOR: Chris Oliver, Executive Director
] North Pacific Fishery Management Council -
THROUGH: Lisa Lindeman, Regional Attomey (_,;] )W/L,.\
NOAA General Counsel, Alaska Region
FROM: Robert Babson, Attorney
NOAA General Counsel, Alaska Region
SUBJECT: Delegation of Authority and the Community Incentive Fisheries Trust

Proposal. .

As part of the Gulf of Alaska rationalization program, the North Pacific Fishery Management
Council (NPFMC} is considering the Community Incentive Fisheries Trust (C IFT) proposal. The
CIFT proposal-involves an initial allocation of quota share (QS) to organizations representing
communities located on the Gulfof Alaska. Under the proposal, these community organizations will
then re-allocate the individual fishing quota (IFQ) derived from that QS on an annual basis to
members of the community. Because the proposal is in its early stages, many of the details crucial
to its implementation have not been developed. This memorandum discusses some of legal
limitations the Council should consider in the development of those details.

Summary

While the Council could authorize allocations of QS to organizations representing communities and
authorize such organizations to re-allocate IFQ annually, the authority thus delegated cannot be
unlimited. Such sub-allocations of IFQ must be made subject to final approval by the Sccretary.
Anyparty aggrieved by such annual adjudications also would have a constitutional rightto anagency
appeal through the Office of Administrative Appcals before the agency can take final action on the
recommendation.

Discussion

Under the Magnuson-Stevens Fishery Conservation and Management Act (FCMA), the Secretary's
responsibilites and authorities can be classified under two broad categories: rulemaking and
administrative implementation. The Secretary’s rulemaking responsibilities arc provided in section
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304. For regulations implementing fishery management plan (FMP) amendments proposed by the
various Regional Fishery Management Councils: '

..the Secretary shall - (A) immediately commence a review of the plan or amendment to
determine whether it is consistent with the national standards, and other provisions of the Act,
and any other applicable law.... '

16US.C.1 854(a). Seealso, 16 U.S.C. 1854(b). Once regulations establishing an FMP amendment
are promulgated, the Secretary’s responsibilities for the implementation of such amendments is
provided in section 305(d) of the Act, to wit:

The Secretary shall have general responsibility to carry out any fishery management plan or
amendment approved or prepared by him, in accordance with the provisions of this Act...

16 U.S.C. 1855(d).

Because of the novel aspects of the CIFT proposal, both its approval under section 304 of the Act,
and its implementation under section 305(d), present unique legal concerns.

Rulemaking

Pursuant to sections 304(a) and (b} of the Act, in order for the Secretary to approve regulations
establishing the CIFT proposal, he will have to determine that it meets the requirements of the
national standards contained in the Act. 16 U.S.C. 1851, Inaddition, since the CIFT proposal is part
of a limited access system, he also will have to determine that the proposal complies with the
requirements of section 303(b)(6). 16 U.S.C. 1853(b)(6). The approval of the initial allocation of
QS to the community organizations participating in the CIFT program should be fairly straight
forward; it is the approval of that part of the proposal that calls for the annual re-allocation of IFQ
that could be problematic. The latter will involve the approval of actions which, by definition, will
not take place until some time in the future. It seems clear that in order for the Secretary to be able
to review the regulations establishing the program pursuant to section 304 (a) and (b) of the Act, they
will need to include a clear set of standards applicable to the annual re-allocation of IFQ to the
individuals who will actually participate in the fishery. The Secretary can then review these
standards for compliance with the Act.

Adjudication

Limited access systems involve “rulemaking” to establish the general standards to be used in

BREETT TSR S
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determining eligibility for imitial issuance of QS. Once the standards for initial allocation are
established by such rulemaking, it is then the Secretary’s responsibility to apply those general
regulatory standards to individual applicants. This is generally referred to as the process of
“adjudication.” The adjudication of eligibility of applicants under limited access systems is an
example of the responsibilities imposed on the Secretary by section 305(d) of the Act to “carry out”
FMP’s. As discussed above, the CIFT proposal differs from previous limited access systems
implemented by the Secretary in that it proposes to delegate the annual re-allocation of IFQ from the
Secretary to participating community organizations. The ability to delegate the Secretary’s authority
and responsibility under section 305(d) of the Act, however, is strictly limited.

The rules applicable to the delegation of administrative authority has been summarized as follows:

Administrative officers and bodies cannot alienate, surrender, or abridge their powers and
duties, or delegate authority and functions which under the law may be exercised only by them;
and although they may delegate merely ministerial functions, in the absence of statute or organic
act permitting it, they cannot delegate powers and functions which are discretionary or quasi-
judicial in character, or which require the exercise of judgment. [Emphasis added. ]

' The Ninth Circuit Court of Appeals has differentiated between rulemaking and
adjudication in the following manner:

A rule is:

[T]he whole or part of an agency statement of general or particular applicability

and future effect designed to implement, interpret, or preseribe law or policy or

describing the organization, procedure, or practice requirements of an agency....
5 U.S.C. [section] 551(4). An adjudication (which results in an order) is virtually any
agency action that is not rulemaking. 5 U.S.C. [section 551(6)-(7). Two principal
characteristics distinguish rulemaking from adjudication. First, adjudications resolve
disputes among specific individuals in specific cases, whereas rulemaking affects the
rights of broad classes of unspecified individuals. [Citations omitted.] Second, because
adjudications involve concrete disputes, they have and immediate effect on specific
individuals (those involved in the dispute). Rulemaking, in contrast, is prospective, and
has a definite effect on individuals only after the rule subsequently is applied. [Citations
omitted.)

Yester Terrace Community v. Cisneros, 37 F.3d 442, 448 (9" Cir. 1994). In short, rulemaking
involves the creation of new law/regulation, whereas adjudication involves the application of
existing law/regulation to individual situations.
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73 C.J.8., Public Administrative Law and Procedure [section] 56 a. (1983). Thus, the general rule
is .

.. that when Congress has specifically vested an agency with the authority to administera statute,
it may not shift that responsibility to a private actor.... '

Perot v. Federal Election Com'n, 97 F.3d 533, 559 (D.C. Cir. 1996), cert. den. Hagelin v. Federal
Election Com'n, 520 U.S. 1210. See also Population Institiite v. McPherson, 797 F.2d 1062, 1072
(D.C. Cir. 1986); Sierra Club v. Sigler, 695 F.2d 957, 962-63 n.3 (5% Cir. 1983); Pistachio Group
of Ass 'nof Food Ind. v. U.S., 671 F.Supp. 31, 35 (CIT 1987). Although these concerns are lessened
when the delegation is of ministerial duties (McCarthy v. Wood, 245 F.2d 848, 853 (5* Cir. 1957)),
theyare of particular concern when the delegation involves either quasi-judicial (/2 ) or discretionary
functions. Various Courts have held that the adjudication of license applications? is both a “quasi-
judicial” (Johnson v. Independent Life & Accident Ins. Co., 94 F.Supp. 959,961 (E.D. S, Car. 195 1)
and “discretionary” function (Office of Communication of United Church of Christ v. F.C.C,, 359
F.2d 994 (D.C. Cir. 1966), appeal after remand 425 F.2d 543).

One of the major concems with the delegation of quasi-judicial functions to private parties concerns
the Constitutional right of procedural due process. Normally, when the agency performs license
adjudications, applicants have a constitutional right to an agency appeal.* The agency’s final action

2 The Administrative Procedure Act defines “license” as including

-..the whole or a part of an agency permit, certificate, approval, registration,
charter, membership, statutory exemption, or other form of permission...

5 U.S.C. 551 (8). The APA also defines “licensing” as including

..agency process respecting the grant, renewal, denial, revocation, suspension,
annuiment, withdrawal, limitation, amendment, modification, or conditioning of a
license...

5 U.8.C. 551 (9). ltis clear that an annual re-allocation of [FQ meets the definitions of
licence and licensing, above.

. It 15 clear that procedural due process, as provided under the Due Process Clause
of the 5 Amendment of the U.S. Constitution, applies to agency adjudications, as defined under
the APA, 5 U.S.C. 551 et seq. Nuclear Data, Inc. V. Atomic Energy Commission, 364 F.Supp.
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on such appeals is then subject to judicial review under the APA. Fossv. NMFS, 161 F.3d 584,588
(9™ Cir. 1998). Ifthe function of making adjudications were delegated to a private party, then parties
aggrieved by such adjudications would have no such agency appeal right, and such adjudications
would not be subject to review by the Courts under the APA. This sort of delegation of quasi-
judicial authority to a private party has been uniformly rejected by the Courts. See generally
Pistachio Group of Ass’n of Food Ind. v. U.S., 671 F.Supp. 31 (CIT 1987).

The Courts’ concern about delegations (sometimes referred to as “subdelegations™) of quasi-judicial
functions to private parties (such as the community organizations who would be allocated QS under
the CIFT proposal) are lessened when agency and judicial review and control over those functions
are retained. Compare Texas Office of Public Utility Counselv. F.C.C., 265 F.3d 313, 328 (5" Cir.
2001) with Save Our Wetlands, Inc. v. Sands, 711 F.2d 634, 641 (5™ Cir. 1983); Sierra Club v. Lynn,
502 F.2d 43, 59 (5™ Cir. 1974), cert. den. 421 U.S. 994. The United States Court of International
Trade has stated: '

The courts have consistently required subdelegations of significant functions to be checked by
some form of review, either within the agency itself, or ultimately by the courts. Lower leve]
procedural decisions generally require less oversight than decisions which affect the substantive
rights of regulated parties, or which embody the agency’s most potent use of its discretionary
authority. In all cases cited by the parties, however, courts were willing to approve
subdelegations only if they ultimately were subject to some form of scrutiny.
: * * * *

Such a decision cannot be abandoned to an independent agency with private sector components,
and isolated from all types of review, administrative or judicial, merely for reasons of
convenience.

Pistachio Group of Ass'n of Food Ind. v. US., supra at 37. The Court went on to state

...the availability of administrative and judicial review may cause a court to conclude that no

" delegation has occurred. {Citation omitted.]
& *® * *

By finding that “no delegation has occurred” rather than finding that a given delegation is proper,
courts may avoid answering difficult separation of powers and related questions or objections to
the degree of power transferred.

423,425 (D.C.D.C. 1973). ltis also clear that agency permit decision making is an adjudication
under the APA. National Wildlife Federation v. Marsh, 568 F.Supp. 985, 992 n. 12 (D.C.D.C.
1983).

NPFMC M *
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Id. ar39. Absent a statutory provision for direct judicial review of annual IFQ adjudications made
by community organization participating in the CIST program, the only judicial review possible
would be for “final agency action”under the APA. In order to have such “final agency action,” the
annual IFQ adjudications must be made subject to agency review and Secretarial approval.

cc: Jane Chalmers
James Balsiger
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Dennis Austin -1 2003
North Pacif;lhc Fishery Management Council

605 West 4, Suite 306

Anchorage, AK 99501 . NPrye
Dear Mr. Austin, '

In reviewing the GOA Groundfish Rationalization Altematives, I would strongly urge you and
the Council to consider the implications to small processors and coastal communities. At this
critical juncture, it is particularly important to craft alternatives that create a balance between
small and large processors. Small processors are locally owned and fully invested in their
respective communities. Now and for the future, small processors represent a real sonrce of
economic growth and development for coastal communities. In some Gulf of Alaska
communities such as Homer, Kenai, Soldotna, small processors are the primary seafood
processors. Kodiak currently has two small processors that fill a valuable and necessary niche in
the industry.

To ensure inclusion of small processors, I would recommend the widest spread of qualification
years, 1995 — 2002, This would provide small processors with & broader qualification base. The
50 mt entry threshold is acceptable, but the growth cap is not. It is unlikely and unrealistic that
most small processors will attain large processor size. However, growth limits will have an
adverse impact on those businesses and correspondingly the communities where they are located.
Artificially placed growth restrictions are unnecessary. Growth is going to be dictated by access
io capital, markets and resources.

I believe the concept of “linkage™ to processors based on historical deliveries is detrimental to
the industry. There are economic benefits to both communities and the industry from a fully
competitive environment. From the commumity perspective, higher ex-vessel values translate to
higher fish tax revenue generation. In a competitive environment, processors will need to
produce new and valuable products with the compensation of greater margins; restraints or lack
of competition, reduce the incentive to innovate and limit profit potential.

As small processors we primarily serve the small boat fleet. This fleet can be characterized as a
fleet of local owned, small family businesses. Preserving small processors and giving them the
opportunity to grow and compete will help preserve the small boat fleet and the communities
they represent. I speak from experience when I say that as a small processor, I work hard to be
innovative and creative and to continnally find ways to improve and diversify my business.

317 Shelikof Street, Kodiak, AX 99615
(907) 486-8575 Fax (307) 486-3007 ecmail: islandseafoods@gcinet
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I appreciate your consideration of small processor concerns, both in Kodiak and throughout
coastal Alaska.

President/General Manager
Istand Seafoods

CC: Senator Ted Stevens
522 Hart Senate Office Building
Washington, DC 20510

Senator Lisa Murkowski
322 Hart Senate Office Building

Washington, DC 20510

- Representative Don Young
2111 Rayburn House Office Building
Washington, DC 20515

Governor Frank Murkowski
PO Box 110001
Juneau, AK 99811

Mr. James Balsinger, Director
National Marine Fisheries Service
Alaska Region

PO Box 21668

Junecau, AK 99802

317 Shelikof Street, Kodiak, AK 99615
(907) 486-8575 [Fax (907) 486-3007 email: islandseafoods@gci.net
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September 30, 2003
Dear Council Members,

My name is Casey Eads. Iam a commercial fisherman: fishing in Alaska is all I have
ever done and is all T have ever known. Iam 29 years old and have been fishing full time
since I was 15; that is a lot of fish, time, hard work, blood and broken bones. At the time
when the halibut and black cod fisheries went to the IFQ programs, I felt myself and
family were cheated by the program. For example, my father has been a hired skipper for
the last 30 years. He spent much of his time away from family and worked very hard to
catch al] of the halibut and black cod during those qualifying years. The quota was then
given entirely to the owners of the boats, who were off in the states buying condos or
houses, playing golf and going on vacations. Please don’t take me the wrong way; I think
the owners of the boats deserve their portion of the quota because they as well have putin
time and herd work. But what about the skippers and crewmembers, are we invisible?
Are the threats, if you don’t fish this season or that season then you can’t fish the IFQs or
since we own the quota, you get 30-50% less money for your hard work_ fair? Is that
what we deserve for being lower on the totem pole as well as doing all the work? Do you
call that rationalization? It doesn’t sound rational to me. I am hoping this is not what I
have to look forward to for the rest of my fisheries; like cod and crab. What do I tell my
2 young sons when they say, “I want to be 2 fisherman like my Daddy.” Sorry boys, I
was too busy fishing, trying to make ends meet, to educate myself on the correct way to
fight for our rights to fairly catch fish and make a good living. Or should I tell them I did
not have the money to take a season off to fly to Anchorage to speak at a meeting where
the future of our fishing livelihood is dictated. Tronically, these meetings are
conveniently held at the beginning of our only king crab season or the start of a satmon
season when all the skippers and crew are out fishing, Or finally, I guess I could tell
them I just could not afford to pay the $8.00-3$10.00 per pound it costs to be a
shareholder. Thope this letter helps you to understand what you, as council members, are
doing to our fisheries and our livelihoods. You should realize those boat owners did not

“catch all of those fish single handedly; without hired skippers and their erews there would

be no fishery at all. I would like to thank you for your time.

Sincerely,

Casey Eads
Kodiak, Alaska
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P.0. Box 2284
Kodiak, Alaska 99615
September 30, 2003

North Pacific Fishery Management Council
605 West 4th Suite 306

Anchorage, Alaska 99501-2252

Dear NPFMC:

Re: Paralle] Fisheries and GOA Rationalization

LISA ROEBBINS PHONE NO.

|
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We are 30+ year Kodiak residents, vessel owners and participants in the Parallel Fishery
(pot cod) every year since 1992.  100% of our livelihood js derived from fishing.

In regards to the Parallel Fisheries, we would like the State to defer authority to
Federal management for harvesting groundfish during the Federal season where

quota is taken off of the Federal TAC.

This is the least problematic solution to the situation. Having Federal and State programs
running simulianeously is unwieldy and cumbersome, creating inevitable complications and
nequities. Federal management of the Paralle] Fisheries is the only way to reflect what

has historically taken place in this fishery.

Sincerely,

R Lo WNCAL

éhﬂ and Lisa Robbins
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Options for Management of State Groundfish Fisheries
in Response to Federal “Rationalization” of Fisheries
in the Gaulf of Alaska

1. Statement of the Problem.

The North Pacific Fishery Management Council (NPFMC) is proposing to
reorganize groundfish fisheries in the Gulf of Alaska (GOA) with a rights-based program
that would result in 2 more “rational” fishery with longer seasons, less capital investment,
and fewer safety problems. The State of Alaska must decide how it will respond to the
proposed federal rationalization program. Maintaining the current status quo state
management regime is not a viable option if the Council is to rationalize the GOA
groundfish fisheries for three main reasons: First, if the state managed groundfish
fisheries remain open access while the federal groundfish fishery becomes rights-based,
effort will likely increase in state waters to an extent that will cause significant state and
federal management problems. This will happen because fishermen will have an
incentive to fish state waters until the state season is closed, knowing their right to
harvest a specified amount of fish in federal waters is protected (though this issue could
be addressed by NMFS similar to how they require sablefish IFQ holders to declare when
they harvest sablefish against their [FQ while in state waters). Because all harvest in the
federal waters and in the state parallel season are accounted for under a smgle total
allowable catch (TAC), harvests in state waters by fishermen not participating in the
federal program will erode the amount of TAC available to individual quota fisherman
managed under the rationalized federal program. Second, under a rationalization
program, the federal season is expected to lengthen, leaving little or no time to prosecute
the current “state waters” season. Third, the potential benefits of a rationalization
program that would accrue to Alaskans who participate in the federal fishery would not
be realized if continued open access in the state fishery frustrated implementation of the
rationalization program.

2. Description of state water management of groundfish in the Gulf of Alaska:

Groundfish is managed either wholly within state waters (25% of the Pacific cod
TAC) during the “state waters™ season or during a “parallel fishery” within state waters
(0-3 nm) prosecuted coincidentally with the federal fishery (3-200 nm) that accounts for
75% of the Pacific cod harvests and 100% of most other groundfish. These latter
harvests are accounted for under paralle] season management.

Under the status quo fishery, state waters are open concurrent with the federal groundfish
fishing periods, providing a “paralle fishery” opening. This allows both federally
permitted and non-federally permitted vessels fishing inside state waters to access fish
accounted for under the overall TAC with few of the vessel and gear restrictions that
accompany the “state waters” season. Opening the paralle! fishery allows the effective
harvesting of the fishery resource because many of the stocks targeted by harvesters
straddle state and federal jurisdictions. In some cases, a significant portion of the overall
TAC is harvested within state waters. Closing the parallel fishery during the federal
fishing periods would severely limit fishing opportunities for both state and federal
permitted vessels. Additionally, it could result in differential harvest on various
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components of the stock and economic impacts on industry and dependent coastal
communities. :

The “state waters” season for 25% of the Pacific cod TAC follows the closure of the
federal fishery, after a short period to clear fishing gear and vessels, so that harvests are
not mixed between the two seasons. This fishery has a set of restrictive measures
adopted by the Board to provide opportunity tailored to the various coastal communities
adjacent to their fishing grounds. These include vessel size restrictions, exclusive
registration areas, and limits on the type and quantity of gear that may be fished.

3. Main Decision Point.

The main decision point that must be made by the Board of Fisheries is whether it
can (1) integrate state management of its GOA groundfish fisheries with the proposed
federal rationalization program, or (2) create a separate state management regime that is
distinct from the federal fishery but does not confound the federal rationalization
program. This paper is intended to inform that decision.

The NPFMC’s procedures for adopting the rationalization program are partially
dependent upon the State of Alaska. The NPFMC is waiting for the State to provide
alternatives, or a potential new management regime for state groundfish fisheries in the
GOA. With the state management alternatives in hand, the NPFMC will be better able to
proceed with its required NEPA. analysis, which must be complete before the Council can
make a final decision to select a particular method of rationalization. The alternatives the
Council has identified at this point include an IFQ program, and an AFA-type
cooperative program. Both alternatives include some form of privatization of the
groundfish resource in the form of a direct aliocation of the TAC to individuals or
cooperative groups.

4. Advantages and Disadvantages of Integration

If the Board desires to integrate the state fishery with the federal rationalization
program, it must be done in a manner that does not confound the federal program. The
first step would require that there is the ability to hold a state fishery with its own
GHL/TAC and allow federal IFQ/Coop participants to also fish state waters as long as the
state waters are open to state fishermen. Further coordination might result through the
adoption of a rights-based allocation program for state waters; either a landings-based
IFQ program or a landings-based cooperative program (currently equal share programs
are allowed). The federal and state rationalization programs could then be operated to
provide a coordinated fishery for groundfish in the Gulf of Alaska.

One of the main advantages to this approach would be the maintenance of a
comprehensive management regime for the whole stock, without an artificial segregation
of stock management and harvest at the three-mile jurisdictional boundary separating
state from. federal waters for most of the current participants. This would allow
fishermen who historically fished both state and federal waters to harvest fish without
regard to the three-mile line, and continue the historical practice of opening state waters
for the seasons and gears that are “parallel” to the federal fishery. Such rationalization
would provide benefits for current participants including a slower-paced fishery over a
Jonger season and less need for capital investment for a derby-style fishery.
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Except in a few specific instances, to date, the state has not formulated a divergent
type of fishery management in the 0-3 nm waters for groundfish. Rather, the state has
been an active participant in working with industry, communities and the public within
the Council GOA rationalization process. State participation has included Board of
Fisheries participation through the Board chairman’s monitoring of Council progress,
Joint Board/Council protocol meetings, state and federal fishery management staff
presentations at Board and council meetings, and meetings with the Department of Law
(DOL). As noted, the goal to maintain consistency is largely based upon the fact that
most groundfish stocks straddle state and federal waters.

The department believes it would be best to complement, and not confound, the
development of a rationalized groundfish fishery in the Guif of Alaska. The Council has
set out to develop a rationalization program that addresses the harvesting sector,
processing sector and community intérests in the GOA groundfish fisheries.
Rationalization programs provide safety at sea, reduce management costs, increase
utilization and produce long-term economic benefits for all participants. An open access
state water groundfish fishery may confound the Council’s ability to achieve such
management, conservation and development goals.

Disadvantages to this approach accrue mainly to those with little or no history of
landings in the fishery who would be preciuded from increasing their participation
without buying an allocation right.

5. Obstacles to Integration, and Options :

While it is believed that the two fisheries may occur concurrently, with closures
dictated by state water management of the state fishery. The most significant obstacle to
a truly integrated approach is that additional statutory authority would be required by the
legislature authorizing the Board of Fisheries and the CFEC to implement a quota system
based on individual historical landings or multiple cooperatives.

The options available for an integrated rights-based system would largely depend
on the authority granted by the legislature. To the extent the NPFMC wanted to achieve
an integrated fishery, it would have to craft the federal fishery in a manner that meets any
restrictions that the legislature might impose on a rights-based fishery in state waters or
that the Board of Fisheries may require (i.e. non-pelagic trawl restrictions).

6. Advantages and Disadvantages of Separation of the State Fishery from the
Federal Fishery

The state could decide to eliminate the current paralle] fishery and modify the
“state waters” fishery season so that management of state water groundfish fisheries are
independent of federal management. The main advantage to this approach is that it
would require no additional statutory authority and it would reduce the need to create and
amend a state fishery that parallels the federal fishery.

Under this option, there is no “paralle] fishery” designation. State water harvests
accrue to the state allocated GHL/TAC and harvests occurring in federal waters only
accrue to the federal portion of the TAC. State and federal waters would be managed
separately to the level of their associated TAC. Regulations governing state waters
would be set by the Board, and those regulations governing federal waters would be
developed by the Council. .
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The main disadvantage of this approach is: (1) most of the current participants
would be disadvantaged by no longer being able to fish in historic state water areas and
may lose historic harvest as well as being pushed further off shore where safety at sea
concerns arise; and (2) that the state would be taking on additional responsibility for
management of stocks that do not recognize the jurisdictional boundary dividing state and -
federal waters. Although this is currently done in the “state waters” season for Pacific
cod that currently involves 25 percent of the overall Pacific cod TAC, much more than
that is taken in state waters under the paralle! fishery. If new directed species fisheries
are included, the Board may need to develop new directed fishery regulations for pollock
and flatfish. This would require increased effort and time for the Board of Fisheries
regulatory process. New ADF&G management and fisheries enforcement budgets would
also need to be procured at a time when such funds are constrained and possibly
declining. Determining how much fish should be harvested in state waters from year to

. year may be a significant management burden on ADF&G.

7. Conclusion

The main issue currently facing the state is whether to integrate rationalized
fisheries and further seek statutory authority to develop a rights-based allocation program
based on historical landings of groundfish in the Gulf of Alaska or to manage state waters
separate from the federal rationalization program. ADF&G acknowiedges the potential
conservation and development benefits of fishery rationalization. However, ADF&G is
still in the process of considering the advantage and disadvantages of the potential
approaches, and seeks to engage in discussion with the Board of Fisheries, the CFEC,
affected fishermen, and other interested persous in order to move forward with a state
program as part of the gulf rationalization process.

Attachment 1 is a copy of the proposed state water alternatives adopted by the NPFMC
in June 2003.

Attachment 2 is a list of further options that the Board and its Guif Rationalization
Comumittee may want to consider between October 2003 and February 2004,
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Attachment 1: Proposed State Waters — Paralle] Fisheries and State Ménaged
Options

The State had laid out three alternatives with Suboptions to manage state water fisheries
under the Gulf of Alaska groundfish rationalization program at the June 2003 Council
meeting. These alternatives only included options to either set aside the state waters with
its own TAC as a state managed fishery with no parallel season, or continuing a parailel
season in state waters but with a fixed cap so that both federal quota share (QS) holders
and non-Qs holders could fish in state waters. These proposed June 2003 Council
alternatives for state waters were as follows:

Option 1. Status Quo —Federal TAC taken in federal waters and In state waters,
during a ‘parallel’ fishery, plus state-water fisheries exist for 25% of the
TAC for Pacific cod.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm

No ‘parallel’ fishery designation, harvest of remaining federal TAC only
occurs in federal zone (3 — 200 nm); and,

- Council allocates % of the TAC, by species, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state
waters during the status quo parallel fishery (plus the state waters P. cod
fisheries). State waters fisheries to be managed by ADF&G through
authority of, and restrictions imposed by, the Board of Fisheries.

Sub options: Area or species restrictions:
1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf
rockfish (dusky).
2. Limited to Westem, Central and/or Eastern Gulf of Alaska

Option 3. Parallel fishery on 2 fixed percentage ( %) allocation of the federal
TAC, to be prosecuted within state waters with additional State
restrictions (e.g., vessel size, gear restrictions, etc to be imposed by the
Board).

Fixed allocation for:
I. P.cod
IO Pollock
IIT. Other species

5 (As is the case for Adak P. cod and rockfish, etc;)

Staff will bring back an analysis of catch data showing harvest inside 3 nm
by gear, species, vessel size and area.
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Attachment 2. Additional Options to Separate or include the State Fishery with the
NPFMC’s Gulf of Alaska Rationalization Program:

Without Board of Fisheries and public input, participation in state water fisheries

will likely increase as a result of the federal rationalization program. Should the state
consider additional management measures for purposes of stock conservation or
allocation. Steps might include limitation of entry by the CFEC, reduced seasons, gear
restrictions, exclusive registration areas, equal-share quota systems, or any of the
currently authorized management measures of the Board and permitting measures of the

CFEC.

Below are some staff suggested alternates to state water management that either build on,
or branch out from, the earlier state proposed alternatives (Options: 2 & 3) to the Council
listed above (attachment 1). These are submitted to help provide focus to the Board’s
groundfish rationalization committee. These include:

Under Option 2: - Elimination of the Parallel Season -

a)

b)

As noted, the easiest approach is to close the parallel season. The Board and the
Council would agree upon some percent of the overall TAC that represents
landings from state waters, and then have a state waters managed fishery for some
orall groundfish species under a CFEC Moratorium/Limited Entry (LE). Options
to close “open access activity” under LE might include items b) & ¢) below. To
meet the goals cited above, the State would not likely want a state water LE
program to grow to include speculative interim permits. This could be
accomplished if permits were issued based on a restricted landing history, one that
looks at economic dependence and past participation (i.e., those qualifying to
participate in the State moratorium/limited entry program would need to have
landed so many Ibs over some recent qualifying year window). This could require
statutory changes to the CFEC’s authority. Under this approach, the
NMFS/Council would manage the 3-200 mile zone for the remaining TAC/quota.

In addition to limiting entry in state waters, coastal communities, industry
participants and fishery managers may be better able to meet these goals if there
were some form of individual fishing quota (IFQ) that the state could implement.
It is clear that the state can implement a LE program and then do an equal
distribution by permit holders (i.e., S.E. or PWS sablefish). But staffis fairly
confident that the state cannot implement an IFQ program similar to the federal
halibut and sablefish program. However, some melding of the two approaches
might be possible. This would require a legislative change and delegation of
authority to either the CFEC or the Board. In addition, there are state vs federal
allocation approaches that differ, such as “skippers” vs “owners”, that must be
considered.

A further refinement to a state water LE program might include additional tiering
(maybe vessel size and gear) to better meet the purposes and goals stated above.
Such additional restrictions could be witk or without linking the program to the
federal catch history allocation described in “Option 3”. Tiered licenses could be
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based upon vessels sizes (e.g., 0-39, 40-59, 60-89, 90-119, >120 ft.). The tiers
might also include gear to further reduce efficiency/effort. For example, if state
waters were limited, harvest allocations could be equally split for each permit
based up an average catch tiered to vessel size and gear type. [e.g., pot vessels
between 60-89 LOA. (number = N) have a historic 5 year catch of %, so each
vessel in this size class receives x/N allocation.]

Under Option 3, retaining aspects of the Parallel Season. :

The fishery would be managed similar to the state managed Aleutian Islands
sablefish fishery, but modified somewhat. State waters would be opened for some level
of TAC that reflects historic annual harvests or biological availability in state waters. The
state manages state permitted vessels under Board regulations and closes when the state
water TAC is reached. While the state water fishery is open, federally permitted vessels
are allowed to fish in state waters under federal TAC. Federal regulation would require
that any federal [FQ holders or vessels used in the federal IFQ fishery to, as a condition
of their federal IFQ allocation, only fish groundfish in state waters when they subtract
their catch from their IFQ, and stop fishing groundfish in state waters after their IFQ or
the state waters cap is reached. ,

It is assumed that the existing state water 25% P. cod fishery would be part of the “new”
state water fishery. Some of the existing participants may not be able to receive federal
IFQ for that harvest, and some participants who only fish state waters and want to
continue fishing there may also not be able to participate in the federal IFQ program.
Trying to further rationalize opportunity for state water participants through legislation or
regulation may help integrate rationalization of GOA groundfish. Options to address
these problems may include:

a) Include all of the catch history (current participants with or without a federal
LLP) from federal and state waters (Paralle] and State Water P. cod Managed
periods) and issue these participants federal IFQs while simulitaneously
implementing a state moratorium/LE for State waters participants who fished
during the GOA rationalization qualifying period. If this were possible, it should
capture all of the participants with a federal LLP and those recent state waters
participants that do not hold a federal LLP. All catch would be subtracted from
each fisherman’s federal IFQ. This approach results in two additional concems:
(1) There will likely be some participants who are concerned with issuing IFQs
for “skippers™ vs “owners” in state waters. (2) There may also be a problem
associated with melding state and federal licenses/IFQs. If one tries to link state
moratorium/LE licenses and federal licenses/TFQs, is it possible to prohibit a
participant from selling one permit/license and not the other (can they truly be
linked)? :

b) The Board might authorize cooperatives. Have the legislature, or the CFEC or the
Board with proper authorization, implement a state waters limited entry program
for the GOA. Then use a model similar to the Chignik salmon coop for GOA
groundfish: For example, fishermen sign up for a coop (only one is recognized).
If 50% of the permitted fishermen signed up, the Board could set aside 50% of the
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TAC for their coop.(the coop receiving equal shares for each participapt). In Iike
manner, if 70 percent of the permit holders applied for coop participation, then
70% of the TAC would be allocated to the coop on an equal share basis.

¢) An alternative would be to recognize more than one cooperative for GOA
groundfish, but each coop would receive the percentage of TAC representing the
number of permitted fishermen participating in their coop based on the above
coop formula for sorting shares between coops and open accéss.

Additional concerns that should be addressed under either option 2 or 3:
* What type of record keeping, reporting and enforcement would be implemented in

state waters to assure that “total mortality” of groundfish did not surpass the directed
fishery TAC allocation? Would an observer program be required in state waters, on

- smaller vessels? (Council requested that we provide a description of the current statutes

and regulations concerning observer coverage, and a description of how well the State
believes this observer coverage accounts for total mortality.) Would new levels of
enforcement be required?

* Eligibility options are the link the Council needs to complete its analysis. Would those
who receive federal quota shares (QS) be allowed to continue historic fishing practices or
start fishing state waters even if they had no previous history in a wholly managed state
fishery under Option 2?7 Some federal QS recipients may have never fished in state water
fisheries. Can they receive their QS — fish it in federal waters — and then enter the state
water fishery? Isn’t such double dipping counter to the goal of rationalization? Many
current participants fish both the parallel and the SW 25% cod fishery. Others may
receive federal QS based upon their historic participation in state waters during the
qualifying years; can they receive their QS and still fish it in state waters?

* Will the Board, CFEC or legislature resolve this issue? If it is the Board and/or CFEC
— do they take it to the communities and have them refine these alternstives? Constituent
help will be critical for proper legislative preparation. -

* Lastly, if managers seriously intend to move toward ecosystem management, then the
Board and the Council need to require that, in the long run, anyone fishing for
halibut/sablefish has the required groundfish QS to account for their groundfish bycatch.
There is the question of whether to “gift” the longline halibut/sablefish fleet bycatch at
some historic bycatch level or only allocate them bycatch based upon recorded fishticket
landings. In like manner, all groundfish fishermen should be required to have, or
purchase, enough halibut and sablefish QS to account for the bycatch of those species
occurring in their groundfish fisheries. The Canadians are doing this with rockfish.
Canadian regulations require that groundfish fishermen retain what they catch. If they
have landed rockfish in excess of their allowance, they must find another fisher with
sufficient unused rockfish QS within 24 hrs of landing or pay a fine and forfeit it to the
government.
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Charge to Steering Committee:
Gulf of Alaska Groundfish Rationalization
#2003 - xxx ~ FB "o

While the council is developing its plan, it is important that the state identify options for th:
groundfish fisheries in state waters, in order to coordinate fuil implementation of a rationalize
fishery regime in the Guif. The board shall appoint a committee develop alternative actions fo
board action concerning structure for state waters rationalized groundfish fisheries in the Gul
of Alaska, and make recommendations on new requiations. These recommendations will be
submitted to the board process for opportunity for fuil public comment.
The stakeholder membership to the steering committee will be chosen at the board's Octobe
2003 work session. The following board members will work with the steering committee:
. Staff will include the Executive Director, and the Interjurisdictiona
Coordinator, and an Assistant Attorney General. It is anticipated that this steering committee
will work very closely with staff from the Alaska Department of Fish and Game, the North
Pacific Fishery Management Council, and the National Marine Fisheries Service. The
committee shall report to the full board in February 2004.

The calendar of events is as follows:;
OCTOBER 2003
Board GOA Groundfish Rationalization Steering Committee is formed

DECEMBER 2003

Joint BOF/NPFMC Protocol Committee meets and receives updated report from steering
committee

early FEBRUARY 2004
Full Joint BOF/NPFMC meets and receives updated report from steering committee and board

FEBRUARY 2004
GOA Groundfish Rationalization Steering Commitiee brings recommendation(s) to full board
Board reviews recommendations, and identifies timeframe for promulgating state regulations.

Adopted:
Anchorage, Alaska Board of Fisheries Chairman

Vote:
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Alaska Board of Fisheries
Public Panel Members for the
GOA Groundfish Rationalization Steering Committee
October 2003

The following stakeholder representatives are appointed to the Board of Fisheries’
GOA Groundfish Rationalization Steering Committee:
Timothy Blott

Julie Bonney

Glenn Carroll

Joe Childers

Sam Cotten

Duncan Fields

Melvin Larsen

Chuck McCallum

Gerry Merrigan

David Polushkin

Jeff Stephan

Joe Suilivan

Board members who will work directly with this steering committee include:

Ed Dersham
Mel Morris
Art Nelson

N : - O
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LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(807) 4859887 o7 4852450 STATE OF ALASKA mm%?m cﬁg
%gg?am Deliveries to: 129 &th 51, Rm. 320
MEMORANDUM: September 26, 2003
SUBRJECT: Power of the Board of Fisheries to allocate fishery resources to
_ individanals (Work Ordar No. 23-LE51284)
Attn; Cheryl Sutton

FROM: Gamgeuw

You have asked whether the Board of Fisheries bas fhe authority to allocate fisbery
resources within 2 fishery’ to individuals based on their individual catch historics.

SUMMARY, There is no clear mrtharity, under statate or judicial decision, for the Board
of Fisheries to allocate fishery resources within s fishery among fishermen on the basis of
the fishermean's individua) catch histories in the fishery. There is a possibility that the
general authority of the boand mder AS 16.05.251(a)X12) to manage commervial fisheries
23 needed for the comservation, development, and wtilization of fisheries conld be
construed broadly by the Alaska Supreme Comt to allow individualized allocations
among fishermen within a fishery, The lack of clear statutory autharity for the board to
make such sllocations cen be resolved if the legislature emacts a law expressly
authorizing the board to do eo.

The direct allocation of a fishery resowrce among fishermen on the basis of the
Sisherraen'’s individual catch histories may involve privatization of a common property
yesource and thus imphcatc the common use and "no exclusive right of fishery” sections
of the Alaska Constitution. The svailzble decisions of the Aliska Suprome Court on
renewable resowrve allocation and nee of common propesty resources issues do not
provide meaningful guidance as to how the court would address and ultimately resofve
these issues in the comtext of a direct allocation scheme developed by the Board of
Fisherics. The issues would have to be presented to the court before we conld know with
certainty whether dircet individual allocations of fishery resources to fishermen are
permitted under the Alaskn Constitgtion.

DISCUSSION. The authority of the Romd of Fisherics to allocate fishery resources
among fishermen within 2 fishery is unclear. Current statutes 4o not expressly provide

' In this memorandum, “fishery” has the mesning given in AS 16.05.940(14): a specific
administrative area in which a specific fishery resource is taken with a specific type of
gear.



. SEP-30-2003 TUE 09:38 AM KENAI LIO FAX NO., 807 283 3075

i

SEP-28-2003 MON 03:14 PH LAA LEGA! SERVICES FAX N0, 807 485 2029
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for sllocations within & fishery. The statutory authority of the board in regand lo
allocation spesks of allocation among fsheries. Alaska Statutes 16,03.251(e) states, n
relevant part (emphasis added); "The Board of Fisheries mzy allocats fishery resources
among personal use, sport, guided sport, and commercial fisheries. - .:." The remsinder
of that subsection goes an to set out seven fuctars that the board may use in allocsting
among fisheries.

In the absence of an express guthorization for the board to make allacations within a
ﬁshw,&zbmdmymimpﬁdtanﬂwﬁtymaﬂmmwiﬂﬁnamhwym
the general grant of anthority to the board to regulate “commercial, sport, guided sport,
subsistence, and pessomal use fishing 2s necded for the conservation, development, and
wtiization, of fisheries”. AS 16.05.251(2)(12). The Alaska Supreme Court broadly
construes the amthority of the board wmder AS 16 in recognition of the impottant purpose
of the bosed to provide for the sustained yicld management and conservation of the
fishery resonrees of the state. Kensi Peningnls Fisherman's Co operative Assosiaton V.
Stntz, 628 P.2d 897, 503 (Alaske 1981). See also, Stme v, Hebert, 743 P.2d 392 (Alaska
Ct. App. 1987); aff'd, 803 P24 863 (Alaska 1990); O'Callaghan v, Rue, 996 P2d 8%
(Alaska 2000); Interior Alaska Aivbost Agspeiation v State, Roard of Qame. 18 P.34 686
(Alaska 2001). The court construc AS 16.05251(a)(12) broadly te allow the board
to allocate fishery resources among fishermen within & fishery.

In the cument litigation challepging the Board of Fisheries' mansgement plan for the
Chignik sockeye salmon cooperative fishery, the Deparnnent of Lew argued 1o the trial
cougt that AS 16.05.251(2)(12) suthorized the board to sllocate within & fishery. Tha trial
comrt aceepted the argument of the Department of Law when it upheld the management
plan for the Chignik cooperative fishery, Anderson v, Styte. Baard of Figher jes, Superior
Court, First Judicial District, Junsan, 1JU-02-00349 CI, Findings of Fact and Conelnsions
of Lsw Regarding Plaintiffc Motion for Summery Judgment and Defendant's and
Intervenar's Cross-Motions for Summary Judgment, September 30, 2002. The Anderson
oase is now on appeal to the Alaska Supreme Court. It 1s possible that the Supreme Court
will find that the power to regulate commercial fishing under AS 16.05.251(a)(12)
includes the power to alloeste fishery resources among individual fishermen within 3
fishery. But, there is 5o certainty that the Supreme Court will see the issues the same
way as the trial court. It could be another yeoar befure the Alaska Supreme Comt isues 2
decision in tho Andarson ease.

The Deparaners of Law has traditionally taken a cautious view toward interpretation of
the authority of the Board of Ficheries and recommended that the statutes governing the
board be amended before the board undertakes movel or nontraditional fishery
management measures.? Amendment of the board's authority to specifically allow, Hmit,

} See, Memorsudum to Bd Dersham, Chair, Board of Fisheries, and Doug Mecum,
Director of the Division of Commercial Fishories, frorn Lance B. Nelson, Assistant
Attorosy Genersl, Natural Resowrces Section, Department of Law, Anchorage, dated
January 3, 2002; 1952 Inf. Alasias Att'Y Gen. Op, (file no. 663-92.0077) Match 7, p.5;
1990 Inf. Alaska Att'y Gen. Op. (file 1o, 663-90:0327) August 1, p.7.

g



“

SEP-30-2003 TUE 09:39 A KENAL LIO FAX NO. 807 283 3075
SEP-28-2003 MON 03:14 PH LAf LEGAL SERVICES FAX N0, 807 465 2028

Senator Ben Stevens
September 26, 2003
Page 3

o:pmhibitaﬂooaﬁonofﬁswymmwiﬁﬁnaﬁshuywouldmmmm
arbignity regarding the board's authority on this topic.

» - -

The allocation of fishery resources among fishermen within a fishery involves more than
the statutory suthority conferred on the board by the legislatare. The allocation of fishery
resources among fishemien in a fishery and, cven more eo, individualized allocations of
fishery pesoyrces among fishermen in a fishery based on individual catch histories, raises
spﬁﬂpﬁvﬂegesofﬁahuyaudpﬁvaﬁzaﬁmmwmcmuw‘ and no
excinsive right of fishery* scctions of the Alaska Constitution.

Under the ™no exclusive right of fishery" section, the state is sxpressly prohibited fom
gianting an exclusive right or special privilega of fishery except 25 wecessay to limit
eutry into a fishery for pusposes of resource comservation, prevention of economic
distress ameng fishermen and thoss dependant upon them for a livelibood, and promotion
of aquacultcre in the state, An entry penuit is 2 grnt of e exclusive right of fishery, but
that exclusive right was gpecifically authorized when the "no exclusive right of fishery”
section was amended in 1971 t establish & [imited entry system to control entry into the
state’s commercial fisheries.

The Alaska Suprems Cowt recoguizes that limited entry into commerciel fisheries is
inconsistent with the common wse seotion of the Alaska Constitution. Stge v, Ostrogicy,
667 P.2d 1184, 1185 (Alaska 1983). The cout also yecogmizes that the inconsistency
between limited entry and the common use section, equal protection clause, or other
provision of the Alasks Constitution was cured by the 1971 limited entry amendment. Id,
at 1189 - 90, However, the coumt also found that the 1971 limited entry amendment did
not justify every possible limited entry scheme that fostered resource conservation and
pramoted econapic security for fishermen: "whatever system of limited entry is imposed
must be which, consistent with a feasible Kmited cuiry system, enptails the legst
ingement on the comymon uge Ireservation and on the no sxchisive right o

fishery olanse.” 1191 (a.d.dud); oh

> Article VL soc. 3, Constinnion of the State of Alaska states:
Common Use. Wherever ocourring in their natural state, fish, wildlife,
and waters are reserved to the people for common use.

* Articls VIII, Sec. 15, Congtitutton of the State of Alaska states:
No Exclusive Right of Fishery. No exclusive right or special privilege of
fishery chall be created or suthatized in the natiral waters of the State,
This section does not restrict the power of the State o Hmit entry into any
fishery for purposes of resourcs conservation, 10 prevent econounic distress
among fishermen and those dependent upon them for 3 livelihood and to
pramota the efficisnt development of aquaculture in the State.

P, 03
P M
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Commissian, 758 P.2¢ 1256, 1266 (Alaska 1988). Thus the 1971 limited entry
amendment which suthorized limited entry must be construed narrowly so as to not
wmmablymemmmmwmﬂmismmmmmm
fisherics, Johng, 758 P.2d at 1266. For that reason, the state's ¢wirent Emited entry
systern only alloeates the right to participate in a commercial fishing user group. Those
perecns wh obtain sn entry permit have the right 1o use the available fishery resourco m
common with all other permit holders, Bwhpemdtholda-is&eemmhas.mchofﬂm
memmmwwmmwmmmmmm
dedication to fishing. No permit holder has 2 private right, interest, or expectaucy o any
porticm of a fishery resowce.

Thcd&eaﬂhaﬁmofﬁmuymmmngﬁshemmbuedmme‘ﬁws
individual catch histories in the fishery impinges on the common wse section and “oo
exclusive right of fishery" section. Uﬁuﬁemm%ﬁsb&ymm
%wd"whowbyﬁaminmﬁ:fagfﬁmotﬁcmm.mn?s?;ﬁ
Jewfully reduced to physical posaession ¢ fisherman. Jsakson v, Rickey,

359, 367 (Alaskn 1976). Until the fish is in the physical possession of the fisherman, the
fisherman has no claim 1o the fish, I the Board of Fisheries was to allocate fishery
mmmwﬁmmm«mmﬁmymm
% insure that the fishermsn harvested that allocation of fish, the board has given an
mmminaspeﬁﬁcpuﬁmofﬂ;ehmvmofﬁowﬁshwtheﬁshmanflmﬂwgda
speciel privilege of fishery on the fisherman’ The creation of private interests in 3
ﬁshwymownebofmthomomiscaushtbyaﬁshmmsmhmmw

' epmﬂphﬂsgam&emuwmd%mmofﬁwmm

intendod to probibits The 1971 Limited cntry smendment of fhe "no exclusive right of
ﬁwmﬁm&sbmakeﬁisﬁndofspeﬁﬂpdﬁleseofﬁshﬂy

$ ‘The possible details of 2 scheme to allocsts fishery resources amang fishennen based
on the fishermen's individualized catch histories in the fishery are wholly weknown at this
tie but those details will be critical o the constitationality of the allocation scheme. Of
pﬂﬁ:ﬁlwimpmwﬂlbe.ﬁpdmmimﬁonofhowtheauouﬁmhmwmﬁm
the fishery would be determined and whather the allocation for new enfrants would be
‘based on the prior history of the previons pezmit holder?

¢ The Namral Resources Committee of the Alaska Constitationsl Convention explained
the purpose of the conmmon use clause in part, as follows:

Game fish, wildlifo, fisheries, and water are recognized 2s
belonging to the state s0 long as in & natural state. These resources &re
subject to a private right anly when they have baen 4 puived or utilized as
provided by law, For example, a private person bas no right to buy and
sell wild animals in their natural state, but once an animal is taken in
compliasnve with law, it becomes the property of the takes, subject to use
or dispogition within thelaw . . . .

6 Proceedings of the Alsska Constitutional Convention, Appendix S, Proposal 8 at 75;
Proposal A at 98, (Emphasis added.)

P 05
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constimtional.” The 1971 limited entry amendment only allows the state to Jimit enwry
into the commetcial fishing user groups only as necessary to achieve certain conservation
and socjo-economic poals. The amendment did not authorize the siate in grant other
kinds of exclusive rights or special privileges of fishery that were not directly related to
limiting access o a cormmercial fishing user growp.

The direct allocation of fishery resomces among individual fishermen based on their
catch histories in the fishery is analogous to the allocation of game resources among big
game guides that was considered by the Alaska Supreme Court in the Owsichek case.
Owgiche) State. Guide Licenging and Control Roand, 763 P.2d 488 (m 1998)-
The Owsichek case involved grants of exclusive access to game in an area to certam big
game guides for the purpose of providing gwide seyvices to spoyt hunters, Under former
provisians of AS 08,94, the Guide Licensing and Control Board grimted exclusive gnide
areas and joint use areas 1o licensed big game guides. Within an exclusive gnids arca or
joint use ares, one or mare big game grides were given the authority to provide guiding
services to sport lnmers. All guides who were not anthorized to operate within a guide
arca were prohibited from providing guide services in that ares. Guide areas were
assigned in large part based on 3 guide's previous use, cccupancy, and investment in an
ared. ' Such criteria favored eswblished guides at the expense of new entrants into the
giding profeasion, Id. ar 496. The Alaske Supreme Court found that 4 grant of a special
mivilege to operate in a guide area that was based primarily on senfority ran counter to
the notion of common use. “[The common nss clause . . ., revesls an anti-monopoly
intent to prohibit 'exclusive grants' and ‘special privilege[s]’ wholly apars from the Jimits
imposed by other coustinntional provisions.” Jd Thus the comt found that the guide
arcas were inconsistent with the common use provision of the Alasks Constitution amd
therefore unconstitutional. ]d. at 498. The Quaichek case involved only the commen use
setion of the Alaska Constitution, Howover, in the context of direct allocations within a
fishery, the "o exclusive right of fishery" section is also implicated, Ifthe "no exclusive
vight of fishery™ section is 1o have any independent effect, distinet from that already
provided vnder the common use tlause, the *no exclusive right of fichery" section will-
have to be applied cven more rigurously to prevent exclusive rights and epecial privileges
ofﬁnh?ry. To assume thet the "no exciusive right of fishery” section confers no more
protecton against privatization of fishery resonrces than is provided under the common
use section is to nullify the express and specific prohibition against exclusive rights and
special privilsges of fishery. The cowrt hss consistently declined to mallify provisions of
the Alaska Constitution.®

The Alagkas Suprere Court has acknowledged that the allocation of fshery resources
among competing groups of commercial fishermen is both necessary and suthorized

7 The commen use section "mandates that limited entry be achieved through the jeast
poasible ‘privatization’ of the commen resowmee.” Qstrosky, dissent, 667 P24 at 1196,

* Qusichek, 763 P.2d at 496; Park v. State, 528 P.2d 785, 78687 (Alaska 1974).
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under the sustained yield ssction of the Alaska Constitution” State v. Habert, 303 P24
863, 866 (Alaska 1990), The court also stated that the authority to maks allocation
m&amimplyapmwﬁmhmwammbmmmﬁw
may conlict with the common use, no exclusive right of fishery, and waiform application
sections of the Alasks Constitetion. Jd, Thus the court has accopded much latitude to the
Boaxd of Fisherisa to allocate fish among sud within fishery vser groups. In the Hebart
case, the court has upheld the concept of "superexclusive fishing areas™ which allowod &
fisheyman 1o fish for herring in a specific subares of the fishezy, but if the fishenman
chose o fish in that subarea he/she conld sot fish in any other pastion of the area outside
of fhat subares diring that fishing sessom, Rather than viewing this spproach a8
Mmhhmmﬁrmﬁm.&mwﬁhmea
valid exervise of the boasd's power to allocate fishery resources within a fishery. Each
fisherman was given the opportunity to choose whers hevshe would fish for harring in the
ates. 1f the fisherman choso to fish in a certain subarea then that was the only subares
where he/she could fish for herring in that ssason. A fisherman that did ot fish in that
subarea could fish in the remaining portions of the area.

The Hsbegt case supports the anthority of the board 10 allocato fisheries within a fishery.
However, the allocation scheme spproved by the court in the Hebegt case involved the
allocation. of fisking arcas among subgronps of fishermen and not the allocation of the
fishery fesource. ‘The fishermen that participated in the Hebert fisheries wero only
entitled to the fish that they were able to physically capture. The board did not make any
direot allooation of the resowrce among fishermen in the fishery. Thus the Hebert case
does net provide masningfial guidanoe as to whether the court would sustain a board
regulstions that directly allocated the resource to fishermen within 3 fishery.

The Alaska Supreme Court has said in the Tongass Fichine Apzocigtion case and
the Interior Alaska Ajrboet Association case that "the * nse’ clause of article VI,
the 'no exclusive right of fishery’ clauss of section 15, and the ‘nniform application’ clagse
of section 17 ave not implicated unless fimits are placed on the admission 1o Fesource user
groups.”  Tongnas ng Association v. State, 866 P.2d 1314, 1318 (Alaskz

e ard of Game, 18 P.34 686, 695

* Article VIIL, sec, 4 (susteinad yield section), Constitution of the State of Alasks states:
Sustained Yield. Fish, forests, wildlife, grasslands, and sl other
replenishable resources belonging to the State shall he ilized, developed,
and maintained on the sustained yield principls, subject to preferences
among beneficial uses.

® The tisl court thar considered the challenge to the Chignik sockeye galmon
sooperative fishery found the that the regulations csteblishing the cooperative fishery did
not violate the common use and uniform application section of the constitution because
no Kmits were placed on admission to the Chignik satmon fishery user group. Anderegn,
pages 21 » 24. The decision of the trial comt in the Apderson case suggests that none of
the paties challonging the Chignik cooperstive fishery taised the issue of the “no

Pl
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inwm&nﬁtaﬁmonmhymamwwmmifﬂpmmm&}m
mwmnkenﬁmmﬂythmwoﬂﬁbcmmmﬁonal bjection to direct allocations
within 2 fishery. !Ioww,itismtplmdbkm&!ewmwtpmhdethc
posibiﬁtyofemﬂimﬁmdohﬂlmuwﬁahhsumﬂmm&dnpthwm
10 TESONTCS BEr LIOUPS. Fairandequdmwwmmwx_smhrm_ofthc
ﬁmwwmwmmmﬁmmmm The right to

mhwhﬁg&ofﬁshuy"secﬁonmofﬁzmﬁmﬁm The court has consistently
dwhdmmmyywvﬁmof&ewnmmhbeammtymdofmm“

hmhﬁmﬁcdhmmﬁmdnﬁwmmgwmmmof
thgﬁghegncn‘s individual uwhhmmymmmmvncgﬁ of fishery and

1£1 may be of finrther assistance, ploase advise.

GUmed
03-674.med

exolusive right of fishery” section. Itislbesmnﬁngofrishwtoawﬁcporﬁm}ofﬁc
WofuhminﬂmChignﬂ:salmmﬁ:hmmdwmmﬁveﬁMm:umghs
igsue of speeial privileges of fishery. Individual alloostions of fishery rosouroes give
ﬁshmmam%vmhwinwﬂdﬁahwhavammm mwtvntemm
mtymu&maaspﬁalpﬁvikﬂofﬁshwmnismbjmmﬁmmmymm
Alaske Constittion.

1 See, footnote &.
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Gulf of Alaska Groundfish Rationalization _
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The North Pacific Fishery Management Councif is working towards a plan to “rationalize” the
groundfish fisheries in the Gulf of Alaska. Through the Board of Fisheries and NPEMC’s Join:
Protocol Committee, the council has requested the board provide input regarding state waters
fisheries under the options identified through the council's motion- at its June 2003 meeting.
inciuding observer coverage.

While the council is developing its plan, it is important that the state identify options for the
groundfish fisheries in state waters, in order to coordinate full implementation of a rationalized
fishery regime in the Gulf. The board shalj appoint a committee develop alternative actions for
board action conceming structure for state waters rationalized groundfish fisheries in the Guif
of Alaska, and make recommendations on new regulations. These recommendations will be
submitted to the board process for opportunity for full public comment,

The stakeholder membership to the steering committee will be éhosen at the board’s Octobey,

2003 work session. The following board members will work with the steering committee:

. Staff will include the Executive Director, and the Interjurisdictional
Coordinator, and an Assistant Attorey General. It is anticipated that this steering commitiee
will work very closely with staff from the Alaska Department of Fish and Game, the North
Pacific Fishery Management Council, and the National Marine Fisheries Service. The
committee shall report to the full board in February 2004.

The calendar of events is as follows:
OCTOBER 2003 =
Board GOA Groundfish Rationalization Steering Committee is formed

DECEMBER 2003

Joint BOF/NPFMC Protocol Committee meets and receives updated report from steering
commitiee

eary FEBRUARY 2004
Fuil Joint BOF/NPFMC meets and receives updated report from steering committee and board

FEBRUARY 2004
GOA Groundfish Rationalization Steering Committee brings recommendation(s) to full board
Board reviews recommendations, and identifies timeframe for promulgating state regulations.

Adopted:
Anchorage, Alaska Board of Fisheries Chairman

Vote:
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P-cod Parallel Fishery Diagram

Equal Share Fishery

State
g::l?eargyed LLP Fishery
Non-LLP
Fishery 0-3 nm
T Federal history 3-200 nm
& based unequal
ome h.arvesters share fishery
are eligible for,
and have historic [——®
participation in
both fisheries

LLP Harvesters eligible to receive history based QS- yielding unequal QS
* Fishable inside or outside of state water, but only fishable inside state water
when a state water TAC is available to be fished.
Non-LL Harvesters eligible to receive an allocation of equal share QS
» Only fishable inside state water
State managed cod harvesters eligible to receive an allocation of equal share QS
¢ Onliy fishable inside state water

Management of the fishery
» State opens State waters concurrent with federal season for all eligible p-cod
harvesters.

* Parallel fishery is conducted as an equal share Co-op fishery
1. Similar to the Dutch Harbor bait herring fishery in which all eligible
participants register for the fishery by a certain date and agree to a co-
op equal share management system.
2. Some LLL Harvesters are eligible and join the Parallel equal share
fishery
* The State and Federal fisheries begin
*  When all of the State equal share fishery TAC is harvested fishing closes
inside state water.
1. Aslong as some equal share parallel TAC is unharvested LLP
harvesters have access to State water

Future management decisions
* The State and CFEC may decide to move toward a limited entry program for
the parallel fishery



Pollock Parallel Fishery Diagram

LLP Fishery

New State
Managed
Fishery 0-3 am

\ 3-200 nm

LLP Harvesters eligible I
for new State water
pollock fishery

LLP Harvesters eligible to receive history based QS- yielding unequal QS
* Fishable inside or outside of state water, but only fishable inside state water
when a state water TAC is available to be fished.

State managed pollock fishery to be established.
¢ Only fishable inside state water
* State pollock fishery TAC needs to be small (5-10% of federal TAC) so that it
does not encourage a flood of new entrants into a new race for fish inside

critical habitat.

Management of the fishery
* State opens State waters concurrent with federal season for all eligible

harvesters.
* Parallel fishery is conducted as an equal share Co-op fishery
1. Similar to the Dutch Harbor bait herring fishery in which all eligible
participants register for the fishery by a certain date and agree to a co-
op equal share management system.
2. Some LLP Harvesters are eligible and join the Paralle]l equal share
fishery
¢ The State and Federal fisheries begin
» When all of the State equal share fishery TAC is harvested fishing closes

inside state water.
1. Aslong as some equal share parailel TAC is unharvested LLP

harvesters have access to State water

Future management decisions
» The State and CFEC may decide to move toward a limited entry program for

the parallel fishery



Community Protection Options (Agenda Item C-1(b)(6)

Testimony by Duncan Fields
Gulf of Alaska Coastal
Communities Coalition

October 7, 2003

Madam Chairman, members of the Council, my name is Duncan Ficlds and [
represent the Gulf of Alaska Coastal Communities Coalition. The coalition is interested
in several clements and options of Gulf Rationalization but we will limit our comments
today to the Community Protection measures contained in sections 2.9.2, Community
Fisheries Quota,(CI'Q), and 2.9.3, Community Purchase Program, in the draft
alternatives.

As you have heard, the AP voted to strip the Community Fisherics Quota, section
2.9.2 out of the analysis. We would encourage the Council to affirm that the Community
[isheries Quota option is an important component of Gulf Rationalization and to look at
the larger public policy issucs created when in excess of 20 Alaskan coastal communitics
with more than 4,000 residents are disenfranchised through the Gulf Rationalization
process. In addition the Council must consider the mandates of Maganusen\Stevens
regarding community protcction and the need to balance equitics between GOA
stakcholders.

Nevertheless, the Coalition is aware of the burdensome tasks facing council staff
regarding the Gulf Rationalization analysis. In an attempt to reduce staff time we would
offer the following:

1. Have the Council adopt the following purpose statement.
The purpose of Community Fishing Quota and Community Quota Purchase

is to mitigate cconomic impacts from rationalization on smaller, isolated,
Gulf of Alaska fisheries dependant communities. Community fishing quota
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will provide for the sustained participation of the qualifying communitics in
the rationalized fisheries and acknowledges the importance of fisheries
resources to these communities.

2. Combine the Community Fisheries Quota and the Community Quota
Purchase Program.

3. Reduce Council discussion, as part of the rationalization process, to
esscntial program components. We would view these as:

a. Administrative Entity
b. Eligible Communitics
c. Allocation
The remaining programmatic issucs could be addressed outside the Council’s Gulf
Rationalization discussion and developed as trailing amendments. (Sec the attached draft
combination and abridgement of the two community protection programs.)

In the alternative, should the Council wish to retain the current format for
Community Fisherics Quota and Community Quota Purchasc in the document, we would
cncourage you to consider the changes that were approved by the AP by a 19-0 votc.

You will sce, in the AP minutes, a number of votcs and inscrts in the portion of 2.9.2 that
is stricken.  In summary, these changes would address staff's concerns and improve the
program for analysis. They addrcess cligibility, allocation, harvesting of sharcs and
administrative oversight.

Finally, Madam Chair, the Gulf of Alaska Coastal Communitics Coalition wishcs
to thank Council staff for their review of issucs and questions related to the Community
protcction provisions of the current Gulf Rationalization elements and options paper.

Thank You
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Combination and Abridgement of
Community Fisheries Quota {2.9.2) & Community Purchase Program (2.9.3)

Purpose Statement: The purpose of Community Fishing Quota and Community Quota Purchase is to mitigate economic
impacts from rationalization on smaller, isolated, Gulf of Alaska fisheries dependant communities.
Community fishing quota will provide for the sustained participation of the qualifying communities in the
rationalized fisheries and acknowledges the importance of fisheries resources to these communities.

292  Community Fisheries Quota Trust Initiative: (Community Fisheries Quota and Community Quota Purchase)
2.9.2.1 Administrative Entity

Option 1. Gulf wide administrative Entity

Option 2. Regional administrative entities (Western Guif, Central Gulf, Eastern Gulf)

Option 3. Multi-community administrative entities

Option 4. The administrative entity representing a community or communities must be a non-profit entity -
qualified by NMTS,

29.2.2 Eligible Communities

Option 1. Population {based on 2000 Census)
d. Less than 1,500
e Less than 2,500

Option 2. Geography

7N a. Coastal Communities witheut road conniections to larger community highway system

b Coastal Communities adjacent to salt water
< Communities within 10 nautical miles of the Gulf Coast
d Communities on the south side of the Alaska Peninsula that re adjucent to Central and

Western GOA management areas {including Yakatat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska

CDQ program.
Option 3. Historic Participation in Groundfish Fisheries
4, Communities with residents having any commercial permit and fishing activity as
documented by CFEC in the last ten years (1993-2002)
Optiocn 4. Government Structure
a, Communities recognized by the State of Aluska as a first ¢lass, second class or home

rule municipality
2.92.3 Allocation

Option 1. 5% of annual TAC
Option 2. 10% of annual TAC
Option 3. 15% of annual TAC
2.9.2.4 Species
Option [, . All rationalized groundfish species inclusive of secondary species and prohibited species,

/jﬂ\Z.S Qualification of Administrative Entity

The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior to being qualified.
The State may comment on the statement of eligibility but does not have a formal role. The required elements of the eligibility
statement will be in regulation.
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GROUNDFISH DEVELOPMENT AUTHORITY
OPERATIONS PLAN

2003 - 04

March 1, 2003

Please Note: An electronic version of this document and all GDA Forms and instructions for completion are available
upon request. Please contact Bob Humphreys at 604-467-7970 or E-mail at: b&bhumphreys@telus.net.
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Introduction

Under the Groundfish Trawl Long-Term Management Plan introduced in 1997, 80 % of the groundfish (quota species) trawl,
Gulf Hake and Offshore Hake (Onshore Delivery) Total Allowable Catches (TAC’s) bave been allocated as Individual Vessel
Quotas (IVQ’s) and 20 % have been set aside for allocation by the Minister of Fisheries, subject to advice given to him by the
Groundfish Development Authority (GDA).

The GDA was established as a result of an agreement reached between the Department of Fisheries and Oceans (DFO), the B.C.
Ministry of Agriculture, Fisheries and Food (MAFF), the Coastal Community Network (CCN) and fishing industry participants
(i.e; processors and vessel owners). Its® purpose is to ensure fair crew treatment, to aid in regional development, to promote the
attainment of stable market and employment conditions and to encourage sustainable fishing practices.

Since plan implementation, the Groundfish Trawl Special Industry Committee (GSIC) has periodicaily reviewed key elements of
the plan. While the plan has remained substantially intact, selected recommendations by GSIC, accepted by the Minister, have
altered quota reallocation rules and “fine tuned” the mechanics of the GDA.

With five fishing seasons having passed since [VQ/GDA plan implementation, it was deemed timely to conduct a review specific
to the GDA portion of the program. This review by GSIC was completed in February 2003 and the findings are incorporated into
this season’s GDA Operations Plan.

The GDA. consists of seven members (Board of Directors) and a Standing Committee of nine advisors (formerly called non-
voting members of GDA), whose role it is to provide background information and expertise to the Board of Directors. The
structure of the GDA is as follows:

Seven Member Board of Directors

* 3 Community Directors - (North Coast, South Coast and Vancouver Island representatives); selected by the Coastal
Community Network,

* 2 UFAWU Directors - (Shoreworkers and Vessel Crew representatives); selected by the UFAWU,
* 1 UFCWU Director - (Shoreworkers representative); selected by the UFCWU, and

* | Independent Fishermen’s Director - (with no vessel ownership or vesse! licence holdings); selected by the GSIC Sub-
Committee.

Standing Committee

# 3 Processing Company Representatives - selected by the GSIC Sub-Committee,
* 3 “T” Licence Holder Representatives - (selected by GTAC),

# | First Nations Representative,

* 1 DFO Representative, and

# 1 B.C. MAFF Representative.

The GDA contracts a support person (Executive Director) to act as the secretariat for the Authority. The secretariat, among other
duties, prepares background information, collects, summarizes and analyzes GDQ proposals, receives and investigates
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complaints from industry, crews and communities, organizes GDA meetings, takes minutes, facilitates communications,
maintains databases and liaises with DFO on GDA advice to the Minister,

The 20 percent of the TAC influenced by the GDA is divided into two parts: a 10 percent Code of Conduct Quota (CCQ) to
protect the interests of crews under the [VQ management plan, and a 10 percent Groundfish Development Guota (GDQ) to aid in
regional development in coastal communities, attain market and employment objectives, and encourage sustainable fishing
practices.

Code of Conduct Quota

General Principles
The Code of Conduct Quota is designed to ensure fair treatment of crew and safe vessel operation.

It will alleviate changes to crew shares that occur solely as a result of the introduction of an IVQ systern.

It is not intended to enforce minimum standards or minimum crew shares on trawl licensees,
Guidelines '
The GDA recognizes that crewmembers may or may not wish to share in some additional costs associated with the introduction
of the IVQ systemn, in order to ensure the continued viability of their vessel within the fleet.
“Fair treatment of crew” means that crew sharing arrangements will not be adversely affected by the introduction of an IVQ
system, This includes, but is not limited to, the following:

1. crewmembers will not be asked to contribute to the cost of the vessel/T licence’s original IVQ allocation,

2, crewmembers will not be asked to contribute to the cost of replacing original allocated quota that is moved off
the vessel/T licence by the original owner (that is, the owner of the vessel/ T licence at April 1, 1997),

3. crewmembers will not be coerced into contributing to the leasing of additional IVQ, or any other non-
traditional costs associated with the operation of the vessel.

“Safe vessel operation™ means that changes in crew size or vessel maintenance practices that could affect the safety of the crew
or the vessel will not occur as a result of the introduction of an IVQ system.

Allocation Procedure

At the beginning of each quota year, the Code of Conduct Quota (10%) will be assigned by DFO to each “T” licenced vessel
according to the vessels’ IVQ holdings as of midnight on March 31st of that year, unless a complaint has been received, found to
be valid and a recommendation made to the Minister to withhold quota.

CCQ Complaints Procedure

Vessel owners and crewmembers are assured that the GDA Executive Director will hold all erew share documents or
affidavits filed with the GDA Secretariat in complete confidence. The contents of these documents will not be disclosed or
discussed with anyone, including the GDA Board of Directors or the GDA Advisory members, other than the DFO
representative(s).

When a complaint is filed with the GDA, even in cases where the crewman is being represented by a third party, the

crewman’s name must be made known to the GDA Executive Director. However, at no time during the complaints
process will the crewman’s name be disclosed without the crewman’s written consent.

Page 4 of 19

2



Groundfish Development Authority
21540 - 121 Avenve
Maple Ridge, B.C. V2X 354
Phone; 604-467-7970  Fax: 604-467-7956
E-Mall: b&bhumphreys@ielus.net

Any crewmember, his legal representative or any other third party who believes that a crewmember has been unfaitly treated or
that his safety has been in any way compromised according to the guidelines stated above, may file a complaint with the
Groundfish Development Authority. A GDA Complaint Form (see Appendix 4) may be obtained by contacting the GDA
Executive Director at the telephone number given below.

Complaints should be accompanied by evidence of unfair treatment such as a number of crew share settlernents made prior to
September 1, 1996 and one or more current crew share settiements,

Code of Conduct quota will be allocated by the DFO as of midnight, March 31st each year. Therefore, in order for a complaint
to be considered in time to have sanctions apply in the following year, complaints must be received by the GDA Executive
Director by March 1st of each year. However, it should be noted that this is an on-going process and complaints can be brought
forward in subsequent years. Complaints are to be made in writing, marked “CONFIDENTIAL”, and mailed to:

Groundfish Development Authority
21540 — 121 Avenue
Maple Ridge, B.C. V2X 384
' Attn: R.D, Humphreys, Executive Director
or Faxed to Mr. Humphreys at : 604- 467-7956
If you wish to discuss a potential complaint: Phone: 604-467-7970

All complaints will be received and investigated in strict confidence by the GDA Executive Director as Tollows:
CCQ Complaints Process

L When a complaint is received, the GDA Executive Director will determine whether or not there is sufficient
documentation on file to proceed with an investigation,

2. If there is sufficient documentation available, the GDA Executive Director will:

2.1, Examine the evidence against & set of criteria established by GSIC to assist the GDA Executive Director in
determining whether or not the complaint is valid. The GDA Executive Director will then advise the
complainant as to whether or not, in the Execntive Director’s opinion, he has a valid complaint,

2.2 Request the complainant’s permission to proceed with the complaint process, which would include the GDA
Executive Director contacting the vessel owner.

23 If the complainant wishes to proceed:

23.1. The GDA Executive Director will contact the vessel owner named in the complaint and will consider
any further information provided by the complainant or the vessel owner in relation to the complaint.

232. H, with reasonable doubt considered, in the opinion of the GDA Executive Director, the complaint
is not valid or reasonable, 3.2.2.1 and 3,2.2,2 will prevail.

233, If; with reasonable doubt considered, in the opinion of the GDA Executive Director, the complaint is
considered valid, the GDA Executive Director will then prepare and present an investigative report to
the GDA Board of Directors.

2.34. Where the GDA Board of Directors has determined that a breach of the CCQ principles has occurred,

the Board will instruct the Executive Director to seek means of resolving the conflict between the
licence holder and complainant.

Page 5 of 19



Groundfish Development Authority
21540 - 121 Avenue
Maple Ridge, B.C. V2X 354
Phone: §04-4467-7970 Fax; §04-467-7954
E-Mail; b&bhumphreys@ielus.net

2.3.5.  If conflict resolution through mediation is not successful, the GDA may issue a letter of warning to
the licence holder and/or recommend to the Minister of Fisheries that all or part of the vessel’s CCQ
be withheld for the following season.

3. If there is insufficient documentation available from either or both parties, the GDA Executive Director will:
3.1. Notify the complainant and ask for additional information to support the complaint.

32, The complainant will also be asked if the GDA Executive Director should contact the vessel owner for
additional information. If the complainant requests that the investigation proceed, the GDA Executive Director
will contact the vessel owner named in the complaint and will consider any further information provided by the
complainant or the vessel owner in relation to the complamt.

3.2.1. [Ifsufficient information is obtained, refer to step 2.3.2
3.2.2. In cases where there is insufficient information presented by either the vessel owner or the
complainant to the GDA Executive Director and the complainant does not wish to pursue the
collection of additional information:
3.2.2.1. No further investigation or action will be considered at this time.
3.2.2.2. The GDA Executive Director will prepare a report on the number of complaints that could
not be investigated as a result of insufficient information for the purpose of determining
whether or not the CCQ process is effective or if it needs to be modified.
Sanctions
If it is found that Code of Conduct principles have been breached and resolution of the conflict cannot be achieved by any other
mezans, the GDA Board of Directors may issue a letter of warning to the licence holder and/or recommend to the Minister of
Fisheries that all or part of the vessel’s Code of Conduct Quota be withheld for the following season (see Steps 2.3.3 and 2.3.4
above).
Groundfish Pevelopment Quota
Each year, 10 percent of each groundfish trawl TAC will be allocated as Groundfish Development Quota (GDQ). There will be a
Guif Hake GDQ (10% of the TAC), an Offshore Hake GDQ (10% of the Shoreside Delivery portion of the TAC) and a
Groundfish GD(Q (10% of each quota species area group TAC).

The GDA will receive Groundfish and Hake GDQ proposals for the 2003-04 season (April 1, 2003 to March 31, 2004), prepared
jointly by one or more processor(s) and “T” licenced vessel owner(s).

Al proposals must include a licenced processing company and one or more “T” licenced vessel(s).

Each application will detail aspects of the operation of processors and vessels committing quota to the processors, pertinent to
the objectives that the GDA is mandated to pursue (see Apperdix 1 for Application Requirements).
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GDA Objectives

The GDA will consider the benefits of each application and rank each proposal according to how well they are deemed to
contribute to the following chjectives:

1. Market Stabilization

3.

Intent: One of the major goals of the IVQ plan was to encourage market stability by eliminating the race for fish and

allowing a more stabie pace of landings throughout the year.

GDA Assessment Criteria:

d.

How does your business plan contribute to the stabilization of the distributor level market price for
groundfish?Indicate how you intend to respond on a day-to-day basis to changing market demands.

Indicate how fleet scheduling elements within your plan control the rate of fresh product to market,

What changes in the company’s groundfish or hake processing operations have been made in recent years that
affect the stability of the market?

Have any new markets been created during the review peried and, if so, with what effect on existing markets?

Maintain Existing Processing Capability
Intent: To recognize the importance of maintaining existing processing for reasons of jobs, tax investments,

* community infrastructure, etc. by mitigating against sudden wholesale change in location of processing while
atlowing for the evolution of a healthy processing sector

GDA Assessment Critera;

Has there been a net increase or decrease in groundfish or hake processing capacity anywhere within your operation
during the past season?

b. If so, how has this affected throughput?

c. Relative to last year, will the groundfish and/or hake processing capacity of your operation (all sites  included)
increase, decrease or remain the same in the up-coming season?

d. Has the volume of production from each site remained stable or has there been a shift in production from one
location to another?

Employment Stabilization in the Groundfish Industry ’

Intent: The primary intent of this objective is to ensure that the proponent’s plans reflect the concept that an IQ fishery

should generate more shoreworker stability by spreading landings out more uniformly over the entire year and
by providing more certainty of plant operations,

With respect to vessel crew employment, it was recognized that DFO licencing is the main engine that
determines job security within the groundfish trawl industry, and that part of the rationale for an IQ fishery was
to rationalize the fleet at a lower level. However, once that new level has been achieved, this objective looks at
the stabilization of vessel crew employment, Tt should be noted that fair treatment of crew is dealt with under
the Code of Conduct.
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GDA. Assessment Criterion;

a. How does the applicant’s business plan with respect to throughput at specific plants, production schedule and final
product form stabilize employment in the groundfish industry in terms of number and duration of jobs?

4, Economic Development and Benefits in Coastal Communities

Intent: The GSIC Sub-Committee defined coastal communities as all locations that rely, at least in part, on the fishing
industry for their economic viability. To ensure that econornic benefits generated by the groundfish and hake
industries contribute to the economic viability and growth of all stakeholders including processing compantes,
vessel owners, shoreworkers, vessel crews and secondary service industries in coastal communities.

GDA Assessment Criteria
a. How does the applicant’s business plan promote economic development in coastal communities?

b.  In what respects do your plans include greater utilization of services in coastal communities?Describe any changes
made during the review period or in preparation for the season under review that increase the economic benefits to
the plants, workers ‘and commumity (capital investment, new jobs, more production, etc.) We are looking for
indications of incremental benefits to industry, not transfers from one location to atother.

§. Increasing the Value of Groundfish Production

Intent: To ensure that the proponent is taking full advantage of the opportunities presented by an IVQ system to
achieve the best possible rate of return for product through wise use of the resource.

GDA Assessment Criteria:

a. How does the applicant’s business plan ensure plans for the production of the best value products from species
currently utilized, utilization of discarded or underutilized species, introduction of better handling and processing
practices yielding higher value?

b.  Describe any new markets, products, techniques, partnerships, etc. in the current proposal.

6. Industry Training Opportunities
Intent: To ensure that workforces in the groundfish industry are properly trained to work safely and efficiently in order
to fulfill the other objectives with respect to increased production value, market stability, and economic
benefits.
GDA Assessment Criterion:
a. What specific training programs, on vessels, and ashore, are planned for the coming year?

b.  What kinds of training program were conducted during the review period? For instance, safety training to meet
current WCB requirements?
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7. Sustainable Fishing Practices
Intent:  To encourage operators to get the highest percentage of their holdings out of the water in a marner that makes

best use of all fish caught while adhering to recognized sustainable management practices designed to ensure
long-term sustainability of the stocks.

GDA Assessment Criteria;

Does the applicant have a history of utilizing catch effectively, so that wastage is kept to 8 minimum? How is this
accomplished?

Describe the fleet deployment plan within the applicant’s business plan which enables the plant(s) to operate at
peak efficiency and produce the best possible quality product.

2003 - 04 Season and GDA Process
GDA Schedule for the 2003-04 Season

March 31, 2003 - end of 2002-03 fishing season.

April 1, 2003 - new IVQ/CCQ placed on T licences by DFO

May 23, 2003 - GDA Deadline for quota transfers; GQ to be calculated on quota transfer requests received by
DFO as of 4:00 p.m. May 23, 2003,

May 30, 2003 - GDA Deadline for Joint Proposals for GDQ

Please Note: A concem was expressed at the GSIC Review that a May 30 GDA deadline may unfairly influence the
timing and nature of delivery arrangements between hake fishermen and processors. GSIC members examined and
discussed this concem at length and concluded that the GDA process should be neutral to the negotiation process
between hake fishermen and processors and that the GDA Board should recognize that, in the annual hake fishery:

1. The GDA deadline may occur before fish price negotiations between fishermen and processors are concluded;

2. Processors may have an advantage, in that vessels must commit to a proposal before price arrangements are determined;

3. Fishermen may have an advantage, in that processors may be caused to make upfront commitments prior to having full
catch and market information;

4. Because hake fishermen and processors may be compelied to make business arrangements prematurely, it may follow
that production arrengements may change in-season, as resource, matket, and competitive events unfold.

Given the above, GSIC advised that the GDA Board could retain the current deadline date of May 30™ for GDA
Proposals but, in doing so, the Board must also recognize and carefully consider the dynamics of each hake
proposal prior to deeming either processors or vessels 1o be non-compliant with their pre-season commitments.

June 6, 2003 - Summary of GDQ Proposals distributed to GDA Board and GDQ Applicants
June 12 and 13, 2003 - GDA Proposal Presentation Meeting

June 23, 2003 - GDA recommendations to Minister

Page 9 of 19



Groundfish Development Authority
21540 - 121 Avenue '
Maple Ridge, B.C. V2X 354
Phone: 404-467-7970 Foax; 404-467-795¢
E-Mail: babhumphreys@telus.net

GDA Proposal Evaluation and Rating Process
The GDA deadline for accepting GIH) applications for the 2003-04 season is midnight, May 30, 2603,

A summary of each proposal will be prepared by the GDA Executive Director and forwarded to each of the applicants as
well as to the GDA Board of Directors and Advisors prior to the Proposal Presentation meeting date. Applicants and
advisors are invited to submit their written comments on any of the proposals to the GDA Executive Director on or
before the date of the Proposal Presentation meeting. To expedite this process, all comments should be forwarded to the
Executive Director by e-mail or by fax, The Board of Directors as part of the proposal evaluation process will consider
these comments.

Joint Processor/Vessel Owner Proposals (applications) for GDQ will be presented to the full GDA (members and advisors) by
the proponent or by the GDA. Executive Director. Proponents will be invited to be present for all presentations and should be
prepared to clarify any points in their submissions that may need clarification and/or to answer questions.

Instead of a business plan for 2603-04, proponents are required to submit their responses to specific questions asked with
respect to each of the seven GDA Objectives. The complete set of GDA Application Requirements for 2003-04 are
described in Appendix 1, page 18. As in the past, proporents are required to show evidence of adherence to their Jast
year’s production plan in terms of quantities of fish processed and lecation of processing. If major discrepancies exist
between your propesed preduction goals and/or locations and your actual production, you will be required to include an
explanation of the discrepancy for the consideration of the Board.

The GDA Board of Directors will evaluate the proposals based on the objectives described above and on the level of adherence
to each proponent’s previous year’s production plan in terms of quantities of fish processed and location of processing. The
GDA Executive Director will then apply the new revised SAG-specific GDA formula to the data provided in the proposals,
using the Board of Director’s rating of each proposal to generate a GD(Q allocation recommendation.

The full GDA (Directors and Advisors) will be given an opportunity to review the results of the application of the GDA formula
to the proposals prior to the Board’s recommendations going to the Minister by June 23, 2003. It is anticipated that the
Minister’s decision will be made within 2 to 3 weeks of receipt of the GDA recommendations and DFO will be in a position to
amend licences by mid-July.

GD{Q Allocation Formulas

The formula for calculating groundfish GDQ developed by GSIC and currently being applied by the GDA to the
proposals was found to distort the GDX) allocation results at the SAG Ievel, in some cases. Consequently, the formula has
now been corrected, but requires more detailed production data from the processors.

The GDA will evaluate each proposal, assigning it a GDA rating from 0 to 1. In deciding this rating, the GDA will take into
consideration the objectives identified above. The GDA will then use this rating along with detailed production histories and
IVQ/CCQ commitments in each proposal to determine how much quota each proposal should receive and make its
recomumendations to the Minister of Fisheries by June 23, 2003,

The amount of GDQ a specific vessel receives will be contingent upon the relative amount of IVQ/CCQ that vessel brings to the
proposal, i.e., the vessel will be allocated species and area specific quota in proportion to the species and area specific IVQ/CCQ
that the vessel commits to the application.

Since GDQ is non-transferable, all transfers of quota to be used in GDQ calculations must have been received by DFO by

4:00 p.m., May 23, 2003, It is the responsibility of the licence holder to ensure that the DFO has the correct SAG quotas
for your vessel by the deadline.
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The GDA will accept joint processing company / fish buyer / vessel owner applications for Gulf Hake GDQ, Offshore Hake
GDQ and Groundfish GDQ separately.

The amount of quota an application receives depends on three factors, namely:
(1) SAG-specific production histories of processing company (iesybuyer(s) in the application for the past three fishing seasons,
(2) the total amount of IVQ all vessels in the application commit, and
(3) a rating as determined by the GDA based on the GDA objectives, on the performance of the proponent in meeting his
previous year’s production goals and, in the case of new entrants or innovative new ideas, perceived merit of proposed
production plans. Accordingly, the GDQ Application has been divided into three sections as follows:

Section 1, Processing Company Production Histories
The GDA will consider only the production histories of trawl-caught, quota-species groundfish, Gulf hake and Offshore hake.
Production histories for Gulf hake are to be considered separate from production histories for Offshore hake or groundfish.
Production histories for hake and SAG-specific groundfish production histories are to be compiled on the basis of the
previous three fishing seasons: April 1, 2000 to March 31, 2001; April 1, 2001 to March 31, 2002 and, April 1, 2002 to
March 31, 2003.

Groundfish and hake production histories must be verifiable by fish ticket (or other official documentation) and only fish bought
and processed by an applicant or co-applicant will be considered as part of the production history,

Trawl-caught groundfish or hake bought by one co-applicant but processed by a company that is not part of the application for
GDQ cannot be included in the production history of the joint application.

Fish purchased by a processing company or fish buyer and custom processed by another company can be included in the
application for GDQ as long as verification can be shown that both the buyer and processar of the fish are co-applicants.

A processing company may contract another company to process suplus or overflow groundfish. This production history can be
included in the application if both companies are named as co-applicants.

Using data from the dockside monitoring program, fish tickets, provincial government processing company data and other
information, the GDA Executive Director may verify the production histories of applications.

Section 2. IVQ/CCQ Commitments

Each joint processing company / vessel owner application must be accompanied by a completed Vessel Quota Conumitment &
Performance Form for the 2602-03 season (GDA Form 6) and a 2003-04 Vessel Quotz Commitment Form (GDA Form 9) for
each vessel listed in the proposal. Information contained in GDA Form 6 will be used as an indication of whether or not quota
delivery commitments were met. Where there are major discrepancies between commitments and deliveries, an explanation of
the cause of the discrepancy must be included in the submission.

Vessel owners may choose to commit part or all of their total IVQ/CCQ allocation to any one proposal, or they may decide to

split their allocations between several companies, e.g., hake IVQ/CCQ may be committed to one company and groundfish
IVQ/CCQ to another, or portions of either hake or groundfish IVQ/CCQ may be committed to any proposal,
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Section 3. GDA Rating

Using the GDA Objectives and performance criteria outlined in this Operation Plan, the GDA will rate each propesal from 0 to
1. The information obtained in the joint GDQ Application, the IVQ/CCQ Vessel Commitment & Performance Forms and other
information given to the GDA and collected by the Executive Director will assist the GDA in detertnining a rating for each
proposal.

GDQ Fees
A flat submission fee of $250 will be charged by the GDA for receipt of each GDQ proposal in 2003-04.

At the time the GDQ is allocated, there will be an additional fee per unit of GDQ allocated, based on the need to cover the costs
of operation of the GDA. The “per unit” fee in 2003-04 is assessed at $ 0.0055 per Groundfish Equivalent (GFE).

Please Note: Applicants for GDQ for the 2003-04 season will be given until December 31, 2603 to submit all GDA fees to
the Executive Director or his designated representative. Failure to submit fees by the December 31st deadline will result
in the forfeiture of that vessel’s GDQ for the 2003-04 season. The forfeited quota will be added to the quota available to
all other quota holders. )

Although GDQ is tied to 2 joint processor/vessel owner proposal, the quota allocation is necessarily vessel specific due to the
fact that quota is applied to each T licence. Therefore, if the vessel owner’s name, mailing address and/or Fax number is
provided on the GDQ Commitment Form (GDA Form 9), the GDA Executive Director will ensure that each vessel owner
receives notification of fees to be paid before quota will be placed on his vessel’s licence.

Quota Delivery Compliance Guidelines
FPreamble and Guiding Principles

In order for the Groundfish Development Authority to meet its employment and economic stability objectives, both processors
and vessel owners are accountable for the commitments that they make in their joint proposals for GDQ. The GDA has a
mandate to recommend to the Minister of Fisheries that he withhold all or a portion of the GDQ when proponents are found to be
in non-compliance with respect to their proposal commitments. A recommendation to withhold GDQ would only be made after
thorough investigation and finding of non-compliance.

The GDA has met with the Groundfish Special Industry Committee and developed the guidelines described below, by which
compliance or non-compliance will be evaluated. Vessel owners and processors are assured that these guidelines have been
developed with the understanding that there needs to be flexibility within the system in order for the industry to function
effectively. At the same time, however, it is recognized that this flexibility cannot be unlimited without jeopardizing the
objectives to which the GDA is committed. These guidelines are intended to ensure that the GDA applies fair and consistent
principles in determining whether or not vessel owners and processors have, to the best of their ability, remained in compliance
with the commitments they have made with respect to catch delivery and processing.

It is important for applicants to note that if they wish to retain the unrestricted option of choosing in-season where they wifl
deliver some or all of their fish, only that portion of their quotas that they agree to deliver to a specified buyer/processor or
buyer/processor co-applicant should be committed for GDQ purposes. Altemnatively, an applicant may chose to operate as a
buyer/processor and commit all or part of his vessel(s) TVQ/CCQ to himself,

Vessel owners considering applying for GDQ in a buyer/precessor co-applicant proposal may do so and should contact the GDA
Executive Director for assistance,
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Guidelines for Determining Catch Delivery Compliance or Non-Compliance
Fish Harvesting Factors
Quota Trades Within the GDA Proposal

Any quota trades between vessels wherein the fish are delivered to the plant or plants specified in the original proposal
will be considered to be in compliance with delivery commitments.

Quota Trades or Transfers Outside the GDA Proposal
a) Pound-for-Pound Trades

Trading quotas between vessels on a Ib-for-lb basis, i.e., quota swapping, is a legitimate means of
conducting business within the IVQ system.

The intent of this guideline is that all fish traded will be harvested.

b) Unequal Poundage Trades and One-Way Transfers

Trades or transfers that result in fish being delivered to a processing facility outside the original proposal are technically
in violation of the GDA commitment. It is recognized that absolute compliance with this rule may not be possible if

quotas are to be fished effectively. Such transactions may be subject to GDA investigation and a discretionary ruling on
compliance. Examples of kinds of trades or transfers that may result in unequal amounts of fish moving between

proposals are:

1. End-of-Season Trades or Transfers

2. Trades or Transfers of Non-target for Target Species

3. Trades or Transfers to Cover Previous Overages

4. Transfer of Remaining Quota When Landings are Close to IVQ Holding for a Species Area Group (SAG).
Some factors to be considered in reaching a decision on whether or not the movement of these fish out of the original
proposal was warranted are:

1. Was there a real attempt to keep the fish within the original proposal?

2. Was the vessel fishing within commitment throughout the year, with the exception of the situation under
investigation?

3. What was the amount of fish involved relative to the total commitment?
4. Were the trades in question part of a logical fishing plan?

5. Other mitigating circumstances such as time of year, breakdowns, by-catch issues, individual vessel’s
normal fishing pattern, etc.

These and other factors will be taken into consideration by the GDA and may require further investigation before
deciding whether or not GDQ peralties are recommended.
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3. - Fish Carried Forward
It is understood that all of the fish committed to a proposal should be delivered to that proposal. However, it is recognized that
this may not be practical in all cases, Therefore, it will be deemed to be acceptable to carry committed fish forward where that
fish is delivered to the original proposal or the new proposal. The principle involved is that carryover quota from one year to the
next cannot be used to avoid delivery of fish to a proposal.

B. Business Arrangement Factors
It is acknowledged that there are business circumstances that arise during the course of a fishing season that may make it
impossible for the proponents to stay within the terms of their original commitment. The following guidelines will assist the
GDA in evaluating the circumstances involved in each case where 2 complaint is being investigated.
4, Risk of Non-Payment

It may be found acceptable for a vessel owner to move his fish outside the original GDA proposal if there is a reasonable
expectation that he will not receive payment for his fish.

5. Changes in Business Relationships
Changes in business relationships that may be deemed to justify the severing of a vessel owner’s commitment to a processor are
as follows:
a) significant change in the level of agreed-upon service, / \

b) serious deterioration in the main elements of the business arrangement between the vessel owner and the
processor that cannot be attributed to an industry-wide shift

6. Processor Unwillintg or Unable to Take Fish

If a vessel owner delivers fish according to an agreed-upon fishing plan and the processor to whom he is committed fails to
handle his fish according to the pre-season agreement, the vessel owner has a valid reason to deliver his fish elsewhere. (In this
case, sanctions may be considered against the processor in terms of GDA Rating).

A one-time occwrrence of failure to handle the fish zccording to the plan may or may not constitute a valid reason to permanently
depart from the original GDA proposal. Continuing problems may be considered in the context of 5 b) above.

If a vessel owner does not fish according to an agreed-upon fishing plan and, as a result, the processor is unable to handle his
deliveries, the vessel owner may be considered to be in breach of his commitment if he delivers that fish ontside the proposal.

If a processor is unable to take a vessel owner’s fish due to unforeseen shut down, strike, or lack of capacity, during the perod
that the processing facility is disabled, the vessel owner is free to deliver his fish elsewhere.

7. Price Differential
If the price offered for fish is not within what is understood to be the terms of an agreement between a processor and a vessel
owrer, i.c., either implicit (relative to past experience) or explicit, the vessel owner may be deemed to have the right to deliver
his fish elsewhere.

GDQ Commitment Compliance Review Process

Processing companies and vesse) owners are reminded that their joint applications for GDQ constitute the basis upon
which the GDA makes recommendations to the Minister of Fisheries and Oceans regarding the allocation of GID{Q for the /"\
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current fishing season, Consequently, vessel owners have a commitment to deliver their catches to the processor(s) to
which they have committed their IVQ/CCQ. Likewise, Processing companies have a commitment to process those fish
according to the plan submitted to the GDA.

Accordingly, the GDA Executive Director will initiate a proposal compliance investigation, if:

I

1. a non-compliance complaint is fodged against a processor or vessel owner, or
2. Commitment/delivery reports indicate significant, unexplained deviations from the original proposal.
Commitment Compliance Review Process

A complaint may be lodged with the GDA Executive Director at any time by a vessel owner, processor or any individual,
union, company or community representative who alleges that the commitment that was made concerning the delivery and
processing of fish was breached during the course of the fishing season.

The complainant must not be 2 member of the GDA Board of Directors or one of its advisors.

At the outset of a compliance investigation, the GDA Executive Director wiil notify both the processor(s) and vessel owner
and request an explanation of discrepancies between commitments and actual deliveries. In the case of a complaint having
been received, the GDA Executive Director wili also contact the complainant and the subject of the complaint (if different
from the above) to receive information regarding the alleged breach of commitment.

If the GDA Executive Director is satisfied with the explanations for the observed discrepancies, no further action will be
taken.

All information obtained will be summarized by the GDA Executive Director and examined by the GDA Board of Directors
and their industry advisors with respect to the Delivery Compliance Guidelines developed for the purpose by GSIC.

The GDA and its advisors will respect and strive to protect the confidentiality of all parties involved.

If the GDA Board of Directors finds that participants in a proposal failed to meet the commitments entered into and that
there was insufficient justification for such a failure, the GDA may, in consultation with #ts advisors, recommend that the
Minister of Fisheries withhold all or a portion of the GDQ for the next fishing seasen from the non-compliant participant(s).

If the GDA Board of Directors finds that sanctions should be recommended, the non-compliant participant will be provided
with rationale for the Board’s findings and given a period of 21 days from date of notification of suspected non-
compliance to provide evidence of compliance with the Catch Delivery Compliance Guidelines. The GDA Executive
Director will make every effort to make both personal and written contact with the individual during that period.

In order to avold delays in GDQ allocations caused by the GDA not recelving timely responses from those vessel
owners / processors asked by the GDA for additional information /explanation regarding the variance between
deliveries and commitments in the previous year's joint proposal, in cases where Ministerial decisions are held up
because the prior delivery performance of 2 minority of vessels is being investigated, GDQ will be allocated to all
other vessels, on the basis that vessels under investigation would receive their alfotatent of GDQ as indicated by the
normal GDA process.

Subsequently, if vessels under investigation are found to be in non-compliance and, consequently have GDQ

withheld, the total amount withheld wonld be re-allocated amongst the rest of the flect on a pro rata basis at a later
date,
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APPENDICES

Appendix 1. 2003-04 GDQ Application Requirements Checklist
Each application for GDQ in 2603-04 must contain the following components:
GDA Form 1(Start-up) This is a new form designed specifically to provide the GDA with SAG-specific production
records for seasons 2000-01, 2001-02 and 2002-03. These values will be inputted info the revised GDA formula in
order to fine-tune the GDQ allocations at the SAG level,
2 Sets of Forms 2, 3, 4, 5:

1st Set Processor's Production Performance Summary, April 1, 2002 - March 31, 2003.
2nd Set Proposed Production by Product Form & Location, April 1, 2003 - March 31, 2004.

GDA Form 6 2002-03 Vessgl Quota Commitment & Performance

GDA Form 8 Processor’s Production Verification Record. Note: This form has been completely revised to
capture the detailed production data required for the revised formula,

GDA Form 9  2003-04 Vessel Quota Commitment. Vessel owners are requested to express their IVQ
commitments as a percentage of the IVQ on the licence, i.e., 100%, 50%, etc. of each SAG. The GDA will convert
these percentages to pounds based on DFO records of the amount of IVQ on the licence at the GDA deadline,

[Note: GDA Form 7: 2003-04 IVQ/CCQ Commitment Summary will be compiled by the GDA Executive Director after
approval by the Minister & distributed to processors),

In addition to the forms, each application must include:
A $250 Chegue (Canadian funds) for the 2003-04 GDQ Application Fee.

Completion of the GDA Objectives Questionnaire', which clearly identifies how the company proposes to meet the seven GDA
Objectives.

A Processor’s Production Verification Record (GDA Form 8) for the 2002-03 season as reported on GDA Form 1 (the Joint
Processor/Vessel Owner Application). This form must contain only records of Quota groundfish species and hake deliveries
verifiable by Fish Ticket,

A Company Profile is optional, but recoramended for new entrants. If you have aiready filed a Company Profile with the GDA
you need not file another unless your company has changed significantly,

Deadline for 2003-04 GDQ Applications

! See Appendix 2, page 18.
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Appendix 2. GDA Objectives Questionnaire

Applicants for GD() are requested to respond as completely as possible to each of the following questions. This wil] assist the
GDA Board of Directors in rating your proposal.

1) Market Stabilization

a. Hm_v does your btfsiness Plan contribute to the stabilization of the distributor level market price for groundfish?

b. Indicate how fleet scheduling elements within your plan control the rate of fresh product to market,

¢.  What changes in the company’s groundfish or hake Processing operations have been made in recent years that affect the
stability of the market?Have any new markets been created during the review period and, if so, with what effect on
existing markets?

2. Maintain Existing Processing Capability

a. Has there been a net increase or decrease in growndfish or hake processing capacity anywhere within Your operation
during the past season?

b. If so, how has this affected through-put?

C.  Relative to last year, will the groundfish and/or hake Processing capacity of your opetation (all sites included) increase,
decrease or remain the same i the up-coming season?

d. Has the volume of production from each site remained stable or has there been 2 shift in preduction from one location to
another?

3. Employment Stabilization in the Groundfish Industry

2.  How does the applicant’s business plan with respect to throughput at specific plants, production schedule and final
product form stabilize employment in the groundfish industry in terms of number and duration of jobs?

4. Economic Development and Benefits in Coastal Communities

2. How does the applicant’s business plan promote economic development in coastal communities?
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5. Increasing the Value of Groundfish Production

a.  How does the applicant’s businesgs plan ensure plans for the production of the best valye products from species currently
utilized, utilization of discarded or underutilizeq species, introduction of better handling and processing practices

b.  Describe any new markets, products, techniques, partaerships, ete. in the current proposal.
6. Industry Training Opportunities
a.  What specific trzining programs, on vessels, and ashore, are planned for the coming year?

b, What kinds of training program were conducted during the review period? For instance, safety training to meet current
WCB requirements?

7. Sustainable Fishing Practices,

8. Does the applicant have a history of utilizing catch effectively, so that Wwastage is kept to a minimum? How is this
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North Pacific Fisheries Council

It is the belief of all members of the Crewmen’s Association that ail fishermen involved in
any fishery subject to privatization be included in the division of fishing rights. Each eligible
crewman should be awarded what amounts to their percentage of the catches made by the boats
that they crewed on, An acceptable alternative would be to take the mean average deck percentage
allotted for skippers and crew (near 27%) and award that portion of the quota to the people who
actually harvested the resource. 100% ownership presence should be required in all limited entry
and privatized fisheries to protect the actual participants from the unfair accounting practices and
unsafe operational requirements brought on by absent ownership.

Processor Quota should not be implemented in any fishery, our free market would suffer.
Any co-op that eliminates crew positions should be avoided unless there is compensation for said
individuals.

Documentation of crewmen is already possible through affidavits from owners, skippers and
crew. A plastic card, similar to fisheries permit cards, issued in place of a paper crewmen’s license
could be swiped onto the fish ticket, undeniably establishing participation in a fishery.

We ask that the council require that such cards be issued, and all crew on board be recorded on the
fish ticket at each delivery.

In the privatization of our public fisheries resources, exclusive rights are awarded to
individuals based on participation over a period of time. The same rights should be extended to
Crew positions. All crewmen traditionally involved in a fishery that is privatized should be given
exclusive rights to the deck positions. Deck permits should be transferable to allow new
participants to buy in. In the case of fleet reduction, and therefore crew position reduction, a single
“Deck share” value would be reduced to less than a whole deck position’s worth, requiring the
lease or purchase of an additional deck share from crewmen who choose not to participate.

Standard percentages should be established for each directed fishery based on traditional
fleet wide averages. A minimum standard should be required as a safeguard to prevent the
widespread crew share reduction that took place in the IFQ fishery.

Crewmen do not want 1o see a repeat of the widespread job loss and crew share
reduction that accompanied the privatization of public resource in the logline fishery. My
understanding of the Maqnusen Act is that “all fishermen™ be considered. The crewmen are
undeniably fishermen, We make up the major percentage of the “owner, skipper, crew” equation.
To ignore our participation while awarding fishing rights to people, and corporations, some of
which are not even physically present on the grounds, is a travesty, bringing to mind the Grapes Of
Wrath. ..

There exists a fecling of being sold down the river by the council in the multitudes of
crewmen almost completely left out of “rationalization™.



DRAFT

Modified AP GOA Groundfish Rationalization Alternatives

Because of the number, diversity, and complexity of the fisheries in the GOA, no simgle alternative below will be appropriate for all fisheries. Mixing and
matching should be expected by sector upon further analysis.

DRAFT

Alternative 1

ARternative 2

Alternative 3

No Action

Harvester IFQ, Closed class, linkage, coop

Sector Allocations with closed class of
processors and processor linkage

Shares allocated to Individuats

Harvest shares allocated to individuals
within sectors

Fixed Gear CV
Catcher Trawl CV Low Sectors: CV Trawl, CV Lengline, CV Pot,
Processors High Producing Vessels Producing CP Trawl, CP Longline, CP Pot
Vessels
Voluntary Coop iMandatory Coop
Open
Closed] , . Closed . i
Class Ltnk:xge Class Lmkoage Delivery CP Provisions CV Provisions
o X% o X% (fished as
X /D X /0
IFQs)
Closed class of
processors,
annual harvest
allocations
No Processor Provisions | (1FQ), linked to
processor,
No No penalty to move
Processor Processor between
or Delivary or or_ Delivery or or or processors
Restrictions Restrictions
or, those that do not join coops
Fished as Fished as
Individual o e Fished as Individual Fishing
. tndividual Fishing ]
Fishing Quotas ) . Fish open
Quot Quotas Fish open access with .
uotas PSC reductions access with
PSC reductions

( et03
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What is the obligation of a public servant? To serve the majority? To politically sell
himself to the highest bidder? To enrich his constituency at the expense of all others?

Is it fatally naive to think that a public servant should just do his job, and do
what’s right?

The negotiations on how best to seize and divide this country’s fish have been
conducted along the carpeted hallways of the Hiltons, swirling with the comforting smell
of tweed and the rustle of leather checkbooks. When the meetings are through, the
principals will smooth their suits, shine their wingtips, and hop a flight home.

The results of their efforts, though, will be felt by people wearing rainboots.

Eighty percent of Alaska’s fishermen are independent contractors, skippers and
crew who do not own boats. These are the drivers and the dreamers. The ones who
actually pull the fish from the ocean. Water people. They are people with families who
live in Alaska’s coastal towns and villages. Voters.

Section 301 of the Magnusson Stevens Act directs that “If it becomes necessary
to allocate or assign fishing privileges among various United States fishermen, such
allocation shall be fair and equitable to all such fishermen...”

The NPFMC must recognize that an independent contractor who spends most of
his time at sea catching fish should be defined a fisherman.

The mantra that deckhands are impossible to document is a chicken and egg
puzzle in which no one cares enough to walk out to the chicken coop and look.
Deckhands can’t be seen by leaning out the office window, but neither can New York
City. A quick check shows that both exist in this dimension.

In this post 9/11 environment, all crew should be documented. A plastic permit
card should be issued to every crewman, and this card presented at each delivery.

Further, a profit sharing fund should be created for the purpose of providing
insurance for independent contractors working in the industry. This fund should come
from a tax on landings. The fund could be two tiered, with year-by-year awards for
present day skippers and crewmen who fish all season, and permanent dividends paid to
skippers and crew who fished during the IFQ qualifying years.

The skippers and crew of Alaska’s fishing industry should not be the peasants of
the Russian Steppes, starved by Stalin for the enrichment of those who remain. Their
investment in this industry has been in dollars and sweat and blood. It should be
acknowledged. However unlikely that may be.

Processor shares (IPQs), a chain around the free market that Marley’s ghost
wouldn’t deserve, was still being forged by the Council even after both the Justice
Department and the GAO had come out against it. Only after the White House said “This
cow pie stinks” did they quit flinging it around. Proof enough that money drives the
process, not right or reason.

There is one other possible factor, though. The light of day. This will probably
wind up a sad story, but it is compelling one, and it must be told. Nothing spurs the
voting public like outrage.

A short list of outrageous claims:

1. Witches are made of wood.

2. Slaves are subhuman.

3. A fisherman is not a fisherman.

ey Haines (767 ) 426 -~ 47157
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