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AGENDA C-1

APRIL 1598
MEMORANDUM
TO: Council, SSC and AP Members
ESTIMATED TIME
FROM: Clarence G. Pautzke 12 HOURS
Executive Director
DATE: April 14, 1998

SUBJECT: Inshore/Offshore 3

ACTION REQUIRED
Review analysis to release for public review.
BACKGROUND

In February the Council reviewed much of the baseline information that is used in the inshore/offshore 3 analysis.
The completed draft document was mailed to you in early April and is scheduled for initial review at this meeting,
a public review period, then final action at the June meeting. In addition to the Council staff presentation, we will
have Impact Assessment, Inc. report on their anaysis of social/community issues (Appendix II to the main
document), and representatives from McDowell Group will report on their anaiysis of CDQ program impacts
{Appendix HI to the main document).

Since February we have filled in most of the gaps in information which existed at that time. Two sections which
remained incomplete as of early April were the employment section (pending information compiled from At-sea
Processor’s Association), and an assessment of marine mammal impacts, primarily associated with the CVOA
alternatives. These are expected to be available at this time and will be incorporated in the document prior to
public review.

Ttem C-1(a) is the Executive Sunmary from the Council staff analysis, which includes the Problem Statement
and a listing of the alternatives under consideration. Item C-1(b) lists some corrections to the McDowell Group
report. Item C-1(c) is a memo to the Council regarding review of the price and employment data submitted by
At-sea Processors Association. Itemn C-1(d) contains correspondence received on this issue, including information .
on. ‘true mothership’ operations submitted by Premier Pacific Seafoods.
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AGENDA C-1(2)
APRIL 1998

EXE RY

Chapter 1

This Chapter of the document describes the management background and contains 2 summary of historical
inshore/offshore issues, including previous Problem Statements and the results from the YO1 and 1/O2 analyses.
The current Problem Statement and list of alternatives being considered are also contained in this chapter.

Chapter 2

This Chapter is devoted entirely to the Guif of Alaska (GOA) allocation alternatives and is essentially the only
place in the document that the GOA alternatives are addressed. Background information on the GOA poliock
and Pacific cod fisheries is provided, though the analysis is primarily qualitative in nature, reflecting the scope
of alternatives (expiration or continuation of the existing allocations) and relatively straightforward decision
facing the Council with regard to the GOA. This chapter assesses the GOA alternatives in a threshold manner,
i.e., whether it can be shown that one alternative is superior to the other, it the context of the Council’s Problem
Statement, including the primary issues of industry stability and management considerations.

In terms of industry stability, the analysis illustrates the relatively small quotas of both cod and pollock in the
GOA (compared to.the BSAI), the ability for these quotas to be harvested and processed by the resident GOA
fishing fleet and GOA based processors, and the importance of that fishing and harvesting activity to the
fishermen, processors, and communities within which they reside. Allowing the allocations to expire would
potentially allow significant amounts of catcher/processor vessel capacity into the GOA fisheries, resulting in
potentially dramatic re-apportionment of the harvest and processing activities for both pollock and Pacific cod.
With these allocations in place for six years now, the harvest and processing industries have adapted to a
relatively stable business planning environment. Alternative 2, extending and maintaining the current allocations,
is necessary to maintain this balance in the GOA ard is the only alternative which is consistent with the Council’s
Problem Statement for the GOA.

Pollock fisheries in the GOA are apportioned on a quarterly (now tri-mester) basis, primarily to spread the fishery
out temporally to address marine mammal concerns. The small quotas are difficult for NMFS to manage on an
in-season basis and frequent quota overruns have occurred within these seasonal apportionments. Allowing
additional, high-power fishing capacity in these fisheries would exacerbate management difficulties and defeat
the recent progress made by the agency in managing the GOA pollock fisheries. Continuation of the current
allocations appears to offer the greatest benefit in terms of management considerations and marine mammal

considerations.
hapter 3

This Chapter, along with information in Appendix 1, contains the baseline information for the BSAI poliock
fisheries. Primarily this is 1996 information, the most recent year for which we have ‘complete’ data. Major
findings include the following:

. Cuarrent TAC levels for BSAI poliock (1.1 mmt) are expected through at least the year 2000 and are
therefore assumed to be at that level for the purposes of this analysis. We have also assurned that 7.5%
of the 1.1 mmt TAC will be allocated to CDQ fisheries.



. Season lengths have declined for both sectors under the existing allecations. Dunng the A-season the
offshore sector has markedly lower season lengths compared to the onshore sector, while B-season
lengths are very similar for both sectors. From 1992 to 1997 the overall season length (A and B seasons
combined) has declined from 159 days to 75 days for the onshore sector, and from 103 days (o 56 davs
for the offshore sector, a relatively similar decline for both sectors.

. In terms of catch and production over time, the onshore sector’s share of the total increased from 26%
to 34% under the existing allocations, while their actual tonnage has remained virtnally unchanged. The
true mothership share has increased over time from 9% to around 11.5% (in 1997), while the actual
tonnage was a slight decrease. The offshore sector share declined from about 67% in 1991 to about 56%
in 1997, while the actual tonnage declined significantly, by about 35%. The Table below summarizes
the catch and relative shares over time, including a further breakdown of the offshore sector for the true
motherships and for that portion of the offshore sector which is from catcher vessel deliveries.

Table E.1. Harvest of Pollock in Pollock Target Fisheries (Includes CDQ})

Industry Sector 1991 1994 1996 1997|
C/Ps Own Catch 1,005803 733,018 582208 556,272
C/V Deliveries to C/Ps 22436 35.031 63.386 44612
M@ 1028230 768040 645504  A00 8R4
Inshore (Shoreplants) 375570 375602 324,846 296,421
Inshore (Motherships&C/Ps) 32372 48510 70.696 58370
| 4079042 424121 395342 354791
Grand Total 1580319 1305247 1163095  1079.246




Table E.1 (Cont.). Harvest of Pollock in Pollock Target Fisheries (Includes CDQ)

Industry Sector 1991 1994 1996 1997
[nshore (Shorebased plants)
% of Inshore 92.06% 28.56% 82.13% 83.35%
% of Totall 23.77% 28.78% 27.93% 27.47%
[lnshore (Motherships&C/P)
% of Inshore} 7.94% 11.44% 17.87% 16.45%
% of Total 2.05% 3.72% 6.08% 5.41%
[nshore Total 25.81% 32.49% 34.01% 32.87%
True Motherships
% Offshore 12.29% 12.83% 15.89% 17.06%,
% Totall 9.12% 8.66% 10.49% 11.45%
Offshore C/Ps (All Processing) -
% Offshore 87.71% 87.17% 84.11% 82.94%
% Total{ 65.07% 58.84% 55.51% 55.68%
C/V Deliveries to Offshore C/Ps
% of CP 2.18% 4.56% 0.82% 7.42%
% of Offshore 1.91% 3.98% 8.26% 6.16%
% of total 1.42% 2.68% 5.45% 4.13%
Offshore Total (C/Ps & True MS) 74.19% 67.51% 65.99% 67. 13‘%0:'

Regarding the distribution of catch among catcher vessels, relative share for small catcher vessels
(<125") overall has declined over time, from about 65% in 1991 to about 42% in 1996 - the number of
catcher vessels in this ‘small’ category has declined from 65 in 1991 to 42 in 1996. Vessels from 125'-
155' have increased in numbers over time (from 15 in 1991 to 38 in 1996) and catch share (from 14%
in 1991 to 37% in 1996). Numbers (19) and catch share (less than 20%)for the {argest category of
catcher vessels (>135') have remained fairly constant over this same period.

For both inshore and offshore sectors, approximately 96% of the total pollock cateh is taken in pollock
target fisheries. In terms of pelagic vs bottom trawl mode (in target pollock fisheries), the inshore sector
takes about 97% in pelagic mode, and the ofishore sector takes about 91% m pelagic mode.

NMFS published product recovery rates (PRRs) are currently utilized as part of the blend-data in
estimating overall catch for the offshore sector. PRRs were used for catch estimation for the inshore:
sector prior to 1992 (scale weights are now used). Catch estimation procedures are therefore different
for the two sectors, but represent the best available information and are what is used to manage TAC

attainment in the fisheries,

Overall utilization rates, across all product forms, are calculated to indicate the amount of product
derived from raw fish input. Utilization rates have changed over time, with improvement in both sectors,
though the onshore sector wilization rates have improved more dramatically, from 23% in 1991 to 33%
in 1996, while the offshore overall rate has gone from about 17% in 1991 to near 21% in 1996.



Discard rates of pollock in pollock target fisheries are very low for all sectors - approximately 2.5% for
offshore operations and around 1% for inshore and true mothership operations (1996 data). Future
economic discards of pollock are assumed to be zero due to provisions of the IR/IU program. Continued
regulatory discarding may occur, but is not quantifiable without further experience under the IR/TU
program, but is expected to be mimimal overall.

Prices used in the analysis are as follows:

The ex-vessel price for pollock delivered to inshore processors is $0,085/lh, and was derived from the
1996 COAR data. The offshore price used in this analysis is $0.0744/1b, and is based on 87.5% of the

inshore price.

First wholesale prices for both the inshore and offshore sectors were derived from 1996 COAR data,
Because the offshore sector was not well represented in the COAR data, the At-sea Processor’s
Association provided data on }4 of their vessels to verify the offshore component of the COAR report.
The results of that comparison showed that prices were almost ideotical in both the COAR and APA

data. The COAR prices are reported in Table E.2.

Table E.2 First Wholesale Prices Reported by Alaska Processors

Fillets&Blocks Fillets&Blocks  Fillets&Blocks Roe Surimi Meal Minced®
Skinless- Skinless- DeepSkin
Boneless Boneless
&DeepSkin
Inshore 316 $Mb b 31b b &b b
1991 138 3.79 1.26 0.26
1994 0.71 1.1 365 0.91 0.22
1996 0.96 124 4352 0.82 0.30 0.52
Offshore
1991 1.38 4,65 1.58 0.25
1994 0.71 1.11 579 0.94 0.22
1996 0.96 124 6.0 Q.86 0.29 0.42

Source: 1991, 1994, and 1996 COAR data.

Note: To protect the confidentiality of processors, fillet prices are based on cornbined inshore and offshore data,

Minced prices for 1991 and 1994 were not estimated. The 1996 Offshore Minced price was provided by the At-sea
Processors Association (APA) as only one At-sea company reported minced prices to ADF&G. If APA and ADF&G data
were combined the 1996 Offshore minced price would be $0.45.

. Product mix is assumed throughout the analysis to remain proportional to the 1996 information. In

summary, this is shown below, for major product forms, by sector:

N



Table E.3. Pollock Products Processed Duning 1996 (mt)

Inshore/Offshore Class | Surimi  Minced Fillet/Block Deep Skin  Meal Ot Roe
and IQF Fillet

Catcher Processor Total] 57,938 7,851 6,035 25,214 12,312 344 7346

Shoreside Total' 71349 2,626 9,229 7442 27864 8514 4,417
True Mothership Total | 21,992 - - - 5,016 333 1,075
Grand Total 151,279 10,478 15,263 32,657 45,192 9211 12,838
. Regarding foreign ownership of pollock harvesting and processing operations, the inshore processing

sector and the true mothership processing sectors exhibit a significant degree of non-U.S. ownership
(primarily Japanese). Four of the six principle shorebased processors were affiliated with Japanese
parent companies. The two otheér plants operating onshore were owned by the same US company. The
two inshore motherships were both US owned. One of the three true motherships was US owned. The
offshore catcher/processor fleet exhibits significant degrees of non-U.S. ownership (primarily
Norwegian) though that also varies across companies and vessels. Overall, 20 catcher processors appear
to have some foreign ownership, while the remaining 17 are fully US owned. The catcher vessel fleet
is a mixed bag with 14 catcher vessels delivering inshore having some foreign ownership, and eight
catcher vessels delivering to offshore processors having some foreign ownership.

. Employment comparisons are pending, but should be available for the April meeting,

) Overall bycaich of PSC species (by rate and by total volume) is quite low in the pollock fisheries, with
the exception of salmon and herring, for all sectors invoived. The 1996 fishery information illustrates
the trade-offs associated with PSC bycatch when comparing the sectors. The offshore fleet has higher
bycatch of halibut and crab species, while the inshore and true mothership sectors show higher bycatch
of herring and salmon. Locking at salmon specifically, the offshore fleet takes more ‘other’ saimon
(primarily chum), while the onshore fleet takes more chinook salmon. While these trade-offs are
reflected across the alternatives being considered, none of the alternatives is expected to significantly
change the overall bycatch (by rate or volume) across PSC species.

» Regarding vessels which participated in BSAI pollock target fisheries anytime between 1992 and 1996,
and which also participated {checked in or cut) in Russian water fisheries, the information shows that
22 such vessels fished in Russia in 1992, only one did so in 1993 and one again in 1994, three in 1995,
and 5 in 1996, All of these vessels were catcher/processors when they fished the BSAT pollock fisheries.

. Regarding state and local fish tax payments, both the onshore and offshore sectors pay such taxes. Some
‘leakage’ occurs where deliveries are landed outside Alaska, or tranushipped overseas, and the tax is not
applied. Primarily this leakage has occurred with the offshore catch landings tax (true motherships
included in this sector), and has run at about 16 to 18% of the offshore total catch (1996 and 1995

respectively).



Chapter 4

This Chapter contains the projections for the major allocation alternatives, including the expected amounts of -

each product (assuming proportions realized in the 1996 fisheries) under each primary allocations alternative and
the gross revenue changes associated with each primary alternative (recogunizing that the Council may choose any
percentage within the ranges specifically analyzed).

Table E.4. reports the relationship between a 50,875 mt change in each sector’s allocation (5% of the 1,017,500
mt CDQ-adjusted TAC) and the change in total gross revenue (both ex-vessel and first wholesale) and the
products procduced within the sector. All of the information reported in Table E.4 represents the change from the
status quo allocation. Because the calculations are linear, the effects of other allocation amounts may be
calculated easily using the information in the table. For example, an allocation that would grant a sector 7.5%
more of the TAC would increase their revenues and products by 1.5 times those listed m Table E.4.

Table E.4. Changes resulting from a 5% shift in the BSAI Pollock TAC within each industry sector

Inshore  True Mothership Catcher Processor
% Change Within the Sector! 14.3% 50.0% 9.1%
Raw Fish (mt) 50,875 50,875 50,875
Gross Revenue (ex-vessel, $ millions)® $95 $ 83 $ 08
Gross Revenue (1st Wholesale, $ millions) $ 301 $ 268 $ 271
Sunmi (mt) 9,179 9,910 5,149
Minced (mt) 338 - 698
Fillet/Block and IQF (mt) 1,187 - 536
Deep Skin Fillet (mt) 957 - 2,241
Meal (mt) 3,585 2,260 1,094
Oil (mt) 1,095 159 31
Roe (mt) 363 484 633

1/ The percentage change within a sector is calculated as (((status quo tons + 50,875)/(status quo tons))-
1)*100. So, it represents the percentage increase that sector will receive.

2/ Only the catch delivered by catcher vessels is included for catcher processors.

Note: A 5% TAC decrease to a sector will result in numbers of equal magnitude, but with a negative sign

Also included are more qualitative assessments of various sub-options being considered. These include: (1)
potential separation of ‘true motherships” with their own allocation; (2) sub-allocation of the inshore quota to

small (<125" catcher vessels; (3) sub-allocation of the offshore quota to catcher vessels delivering offshore; and, .-

(4) options for the duration of the allocation (sunset alternatives).

In 1996, detiveries to the three true motherships accounted for about 10% of the BSAI pollock catch. The
Council is considering allocating 5-15% of the BSAT TAC to this sector. There is still some question regarding
who is classified as a true mothership. Under the strictest interpretation only about six vessels could be classified
as true motherships, and this raises imited entry questions.

An allocation of 40-65% of the inshore guota 1s being considered for catcher vessels less than 125", This roughly
covers the range that subsector has taken over time (it has decreased to about 40% currently). This suboption
could not be implemented in 1999. NMFS current catch accounting system will need to be modified before this
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allocation could be monitored. This does not mean the Council cannot consider this option, but actual
implementation would be delayed beyond the January 1, 1999 start of /O3.

A set aside of nine to 15% of the offshore quota is also being considered by the Council. In 1996, catcher vessels
delivered about 10% of the pollock catcher processors processed (down to 7.4% in 1997). So, the low range of
the allocation represents the catcher vessels largest historical percentage of pollock precessed by offshore catcher
processors. This allocation could be monitored in 1999 as long as there were no catcher vessel length restrictions
agsociated with this allocation.

The Coumcil may choase to keep /03 in effect until replaced by CRP. However, there is still 2 question of what
is meant by CRP. The Council is also considering two potentially shorter aliocations. A sunset date one year
after implementation of /O3 would require the Council to immediately begin analysis of I/O4. One additional
year would likely not provide encugh time to collect the necessary data and do a formal cost/benefit analysis, It
would also create an unstable planning environment for the flect. The three year sunset would likely resolve most
of the problems associated with a one year allocation.

Chapter 5

This Chapter is devoted entirely to the CVQA options and includes historical fishing patterns relative to the
CVOA and projections of CVQOA fishing patterns under the altematives. Major findings include:

. Pollock tend to be larger and have less size variation inside the CVOA.

. CPUE tends to be higher outside the CVOA. '

. Increased pollock allocations to the offshore sector leads to less pollock catch in the CVOA relative to
the status quo;

’ During the A-season, excluding the offshore sectors (CVOA alternative 1), and offshore and true

mothership sectors (CVOA alternative 2) from the CVOA yields reductions in A-season CVOA pollock
catches. Total CVOA catch is also reduced m every case except when only catcher processors are
exchided under Altemmative 3(D). In all the other options, the projections indicate that catch inside the
CVOA is reduced 15-57%;

’ During the A-sezson, no combination of allocation alternative or CVOA alternative leads to increases
in A-season CVOA pollock catch greater than 6%. Therefore, even under the no CVOA option catch
is projected to increase only slightly during the A-season;

. Predicting B-season removals from the CVOA under the No CVOA alternative is highly speculative
regardiess of the allocation alternative, and depend considerably on how the offshore fleet is distributed.
. In the B-season and for CVOA alternatives 1, 2, and status quo, reductions in CVOA pollock catches

are predicted for those sector allocation alternatives that increase the offshore sector’s allocation (except. -
for the combination of sector altemative 3(C) and CVOA alternative 2);

Alternatives which require sectors to operate outside the CVOA during the A-season appear to have greater
impacts during years when the ice edge is further south. In 1991 and 1994 the ice edge was about 200 nautical
miles firther south that during 1996. Those years almost all of the catcher processor’s and catcher vessel’s catch
came from inside the CVOA. In 1996 the catch distribution was much closer to a 50/50 spilt inside and outside
the CVOA. Forcing vessels to fish closer to the ice edge may also cause safety concerns.



Specific interactions between the CVOA and marine mammals are not included in chapter 3, but are discnssed
in chapter 6.

Chapter 6

Thus is the Environmental Assessment (EA) and is pramarily focused on marine mammal issues as they relate to
the CVOA. Also included is a discussion of EPA considerations as they relate to the issue of air and water
quality and processing discharges. As of this writing, the marine mammal implications are incomplete - it is
expected that this will be available in time for inclusion and review at the April meeting.

Chapter 7

This Chapter contains a summary of economic implications of the alternatives, including E.O. 12866
considerations, and addresses other issues raised by the Council.

Net benefit impacts are not quantifiable given the lack of cost data and other infonmation. Gross revenue
projections indicate very little change in overall gross revenues from the fisheries, under any of the
alternatives., Impacts are expected to be primarily distributional in nature, with impacts to industry
sectors being proportional to the allocation changes considered. With such small changes in gross
revenues overall, net impacts to the Nation from any of the alternatives will not likely be significant
under the provisions of E.Q. 12866, which specify a $100 million annual effect on the economy as the

trigger for a “significant’ action.

Utilization rates, as previously suramarized, have changed over time, with the onshore sector exhibiting
amuch higher overall utilization rate (and improvement over time) than the offshore sector, During /01,
underlying (assurned) PRRs were a significant and contentious factor in the analyses, and were factored
into the analyses to arrive at overall net impact projections. The [/0O2 analyses did not attempt to
quantify net benefits, but did examine several primary parameters of the fisheries, including overall
utilization rates (not to be confused with assumed PRRs). Based largely on improved utilization rates
by the onshore sector from 1991 to 1994, the analysis for 1/0O2 found that the original net loss estimates
associated with the allocations were likely overstated.

For the current analysis (I/03), overall utilization rates are factored into the projections for product and
gross revenues for each of the alternatives. The higher utilization rates for the inshore sector equate >
a higher gross revenue per ton of raw fish for that sector, when compared to the offshore sector and
therefore results in slightly higher overall gross revenues from the fishery for alternatives which allocate
more pollock inshore. However, these projections do not take into account relative productian costs
between the sectors. Higher utilization rates alone do not necessarily equate to “highest value™ from the
fisheries. NOAA GC advice on this issue is that, while the Magnuson-Stevens Act does not dictate
management measures based on achievement of higher product utilization rates, the Council may well
consider this as a criterion in its decision process.

Regarding excessive shares/capital concentration issues, there is little in the way of analysis directly
focused on this issue. Relative share of the harvest and processing of poliock, by individual firms or
vessels, cannot be published, though information of this nature is available in industry publications, has
been referenced in public testimony before the Council, or is generally known. NOAA GC advice is
that, because the inshore/offshore alternatives do not allocate fishing privileges to individual fishermen
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{or entities), National Standard 4 does not apply i the context of addressing a particular company’s
share of the harvest/processing (though standard 4 does apply generally).

Regarding progress toward overali Comprehensive Rationalization Planning (CRP), the place of /O3
depends on the ultimate CRP goal - if it is some type of IFQ program then the allocations will likely
serve to establish the “playing field’ for those allocations, at least among sectors, regardless of the
specific percentages chosen. With an [FQ program at least 4 to 5 years away, due to the Congressional
moratorium, continvation of the allocations would appear to constitute a critical ‘holding place” for the
fisheries. If an IFQ program is not the eventual goal, then the aliocations are perbaps even more critical
to defining the fishery. Regardless of the ultimate CRP solution, it would zppear that continuation of
the allocations (without prejudice to the percentages), is critical to orderly prosecution of the fishertes
and a stable management environment.

Regarding potential implications of the American Fisheries Act (currently proposed in Congress),
enactment of this Act would result in a sigmficant potential reduction in offshore sector capacity. As
many as 15 vessels could be immediately impacted, with those vessels accounting for 32% of the total
offshore catch in 1996 (21% of the overall pollock total in 1996).

Chapter 8

Chapter 8 contzins discussions of consistency with other applicable laws, including: Magnuson Act, National
Standards, and the Regulatory Flexibility Act. These assessments attempt to cover the range of alternatives,
though some findings will depend on the alternative (and options) finally selected by the Council, and a more
focused assessment may be necessary in certain areas.

None of the alternatives appears to be inconsistent with the National Standards. Additional assessment
relative to National Standard 8 will be contingent upon the community impact study being developed
under contract to Impact Assessment, [nc. (not availabie in time to incorporate in this draft).

Section 303(2)(9) of the Act requires consideration of potential impacts to participants tn the fishenes.
and to other (adjacent) fisheries. Chapters 4 and 5, and other sections of this document address impacts
to participants in the poilock fisheries. Chapter 8 contains information regarding potential impacts o
other fisheries (“spillover effects®). While this information does not allow for conclusive siatements
regarding the likelihood or magnitude of such spillover effects, it is intended to assist the Counci! and
other reviewers by providing background information relative to this issue.

Included in that Chapter is the following; (1) information on the operational capacity and capabihty of
vessels/processors operating in the pollock fisheries:; (2) pattems of entry and exit in the pollock fishenes
over time; (3) profiles of vessel/processor activity in alternative fisheries over time; (4) detaded
information on the 1997 fishing activities by vessels/processors involved in pollock fisheries; and, (3)
value estimates for other species (intended to provide insights on ‘replacement’ potential of other species
for lost pollock opportunities).

Section 303(b)(6) requires certain specific analysis when considering limited entry programs. The

creation of a ‘ttue mothership’ category, limited only to those operations which “have processed, but
never caught” pollock in the BSAI would create a limited entry program (the three existing true
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mothershups and perhaps three others would appear to be the only eligible operations). Clarification of
Council intent int this regard may necessitate additional analysis.

The Regulatory Flexibility Act RFA requires analysis of impacts on smail entities, and determination
of whether management actions would ‘significantly impact a substantial number of small entities’.
Significance can be tnggered by a reduction in revenues of more than 5%, a substantial number is
defined as more than 20% cof the affected universe of small entities. It appears that all BSAI pollock
harvesters and processors would be classified as small entities for RFA purposes. Some of the
alternatives under consideration would be expected to decrease revenues (relative to the status quo) by
5% or more for a substantial number of operators, and therefore would be considered ‘significant’

actions under the RFA.
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MEMO

Date: March 1, 1998

To: Chris Oliver, North Pacific Fishery Management Council
Fax: 271-2817

ce: Domna Parker

Subject: Corrections to information presented in the draft report “State of Alaska,
Analysis of Inshore/Offshore Impacts on the CDQ Program”

From: Scoft Miller

The McDowell Group would like to point out severa) errors in the draft report included
in the Council’s April meeting packet as “Appendix I — State of Alaska, Analysis of
Inshore/Offshore Impacts on the CDQ Program.” These are as follows:

Page 12, table entitled “CDQ Groups and Their Partners”: the table incorrectly indicates
that Oyang has a 50 percent interest in the company, Arctic Storm, In¢. The chart should
show that the Oyang has a 50 percent interest in the F/T Arctic Storm. Oyang has no
interest in the F/T Arctic Fjord, which is 100 percent 1J5 owned.

Page 19, paragraph two, sentence two: the word “likely” should read “unlikely.”

Page 19, paragraph two, last sentence: the mumber “$98,000” should read “$180,000.”
Page 18, paragraph one, second sentence: strike “group (unweighted).”

Page 18, there are two misprinis in the table: in column 4, “Other fisheries” wages for
CBSFA should be $299,148. In column 5, “Group wages” for CVFC/CVRF should be
$932,552.



AGENDA C-1(c)
APRIL 1998

MEMORANDUM

TO: Chairman and members of North Pacific Fishery Management Council
FROM: Rich Marasco, Jack Tagart, Seth Macinko, and Chris Oliver
DATE.: March 6, 1998

SUBJECT: Formulation of Agreed-Upon-Procedures for data review by CPA firm

At your February 1998 meeting the Council established a small Committee to come up with Agreed-
Upon-Procedures, and provide guidance on selecting a CPA firm, to conduct a review of employment
and price data submitted by At-sea Processor’s Association (APA) relative to the inshore/offshore
3 analyses. The Committee consisted of one representative each from NMFS (Rich Marasco), WDF
(Jack Tagart), ADF&G {Seth Macinko), and the Council (Chris Oliver). This memo is to summarize
for the Council the steps taken, and issues identified, in this process.

We met on February 17 in Seattle, with Ed Richardson and Paul MacGregor in attendance to provide
the Committee with necessary details on the data being collected from APA member companies.
Representatives from the firm Kueckelhan Crutcher and Co. were also in attendance, at the request
of Council staff. It was recognized by the Committee that this particular firm was disqualified from
actually conducting the review work due to their existing business affiliations with several of the
seafood companies involved. However, the Committee needed some accounting expertise to help
develop the Agreed-Upon-Procedures for that data review. Bryce Morgan, Suzanne Schiffler, and
Jana Brady were very heipful in that regard, enabling us to come up with those procedures (attached).
These procedures are intended to verify the accuracy of the information submitted, as well as to verify
that ail of the relevant data was indeed submitted.

Following that meeting these same persons were helpful in putting Council staff (Chris Oliver) in -
contact with two alternative accounting finms (Knmight Vale and Gregory; and, Rebar and Associates)
who both verified that they had no affiliation with the seafood companies involved, and were able and
willing to take on this project during the peak of the tax accounting season. A list of seafood
companies was provided to these companies and they provided written confirmation that they did not
have business ties to any of them (attached). After verifying the ‘eligibility’ of these firms, we felt
the decision of which firm to employ should be left to APA, who would be paying for the data review.
After receiving bids from both firms, APA made the decision to employ the firm of Rebar and
Associates for this project. It is our understanding that they will conduct this data review in late
March and early April.



Following are additional thoughts from the Committee regarding this process and the information to
be collected:

I

While information across a range of years (1991-1996) would be ideal, it is likely that the
timing of this process will limit the useful data to 1996. APA efforts thus far have been
focused on 1996 and 1997, though Council staff will primarily utilize 1996 data for
comparibility to other sector information. :

Price data is focused on first wholesale (prices received by at-sea processors for various
products), though some exvessel, over-the-side delivery price information may be collected
through this process as well (this is prices paid to fishermen and may be useful for the
analysts). While the Committee did discuss exvessel, over-the-side delivery prices, and
expressed a desire for such information, we did not formalize procedures for review of
exvessel price data by the CPA firm. While it could be subjected to procedures similar to
those for first wholesale price data, it is our understanding that any exvessel price information
would be provided to Council staff, who would compare this information to previously
collected exvessel price information and determine whether and how to incorporate it into the
analysis.

It appears that employment information, in the form of Social Security #s, will be submitted
by APA for Alaskan residents, but maybe not for the remaining work force. The Committee
recommended that all SS #s be submitted, so that the information reflects total employment
and both the absolute number of Alaskan employees and the relative number.

The Committee discussions raised the issue of verifying that all data submitted to the CPA
firm were the same data submitted to Council staff for use in the analyses. As such, the
Procedures call for the accounting firm to summarize the employment and price data they
receive in order to cross-check with the data received by Council staff to make sure the totals
agree.

Additional procedures were identified by the Committee which could be conducted by
Council staff (and Washington Department of Labor), outside of the CPA firm, to help \enify
that all relevant data was received (as opposed to selected data). First, once S8z« are
received, they could be given to the Washington Department of Labor to cross-check am
total wage information contained. Secondly, the price data (which includes total fish
poundages) can be compared by Council staff against the weekly production repon
information for those companies for the year(s) involved.

Timelines involved are very tight - it is expected that the price information will be submitted
to both the CPA firm and Council staff by mid-March, in order to incorporate it in the
analyses, Employment information will be used ‘as is’; i.e., it will not factor further into the
analyses, and so needs to be submitted by late March. In either case, the Council staff will
likely have to use the information submitted, while the ‘audit’ procedure is on-going, in order
to get a document drafted and mailed to the Council family for review in early April. Any
discrepancies found in the ‘audit’ procedure (which would be completed in early to mid-



April) would have to be dealt with in a supplemental, or revised, analysis. This 1s not
expected to delay the Council’s review and decision process, according to Council staff.

Following on the point above, the Committee recognizes that if the information 1s not
submitted to the Council staff in time (mid-March for the price data and late March for the
employment data), existing data, though incomplete, will be utilized by the analysts. If the
data is submitted and reviewed by mid-April, the analysts would be able to report to the
Council (at the April meeting) regarding any changes implied to the analysis based on the
‘audited’ information.



Agreed-Upon Procedures

Related to employees and wages:

L

2.

5.

Agree each Companies” total 1996 wages provided by APA, to the respective Company’s Form W-3.

Apgreed each Companies’ total number of employees for 1996, provided by APA, to the total number of
Forms W-2 reported on the respective Company’s Forms W-3,

I the Companies” data provided by APA does not agree to the Forms W-3 by 5%, then ask the Company
to reconcile the data to Form W-3.

From the data provided by APA, randomly select 10% of each Companies’ employees and for those
employees performing the following:

a Agree each employee’s social security number and their total annual wages for 1996 to Form
W-2.
b. Agree each employee’s social security number, job classification and vessel identification

number to the information in their personnel file.

Summarize differences found in a confidential format.

Related to Revenue information (this will be prices received for first wholesale transactions - information
on prices paid, for exvessel, over-the-side deliveries may be collected through this process, but will be
handled separately by Council staff)

L.

L)

.

Agree cach Companies’ 1996 total revenue, provided by APA, to the respective Companies’ general
ledgers and audited/reviewed financial statements (or tax returns, if no audited or reviewed financial
statements). For Companies with fiscal year ends, agree the 1996 revenue to the total of the monthly
revenues in the general ledger, and agree the fiscal year end revenue to the audited/reviewed financial
statements or tax returns. NOTE that where foreign currencies are used, the conversion to U.S. dollars
will be based on prevailing exchange rates as of the date of transaction on the invoice,

If the Companies’ data provided by APA does not agree to the general ledgers by + or - 5%, then ask
the Company to reconcile the data.

For each Company, select the largest invoices representing at least 10% of the total revenue for 1996

and then randomly select 10% of the remaining invoices for each year.

For each invoice selected in #3 above, agree the species, grade, quantity, price, and shipping terms
provided by APA to a copy of the Companies” invoice, and ensure that the fish sold is Alaskan product.

Summarize differences found in a confidential format.

Additionally, for both employment and price data, the accounting firm would be required to provide to the
Council a summarization of the employment and price totals from the spreadsheet information provided by APA -
this is to help reconcile that the Council staff received the same information from APA as did the accounting firm.

Finally, it would be expected that the end product of this exercise would be a letter from the accounting firm -

summarizing the results of the data examination and specifying any discrepancies found.
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AGENDA C-1(d)
APRIL 1998

PACIFIC

SEAFOODS
=S —

333 First Avenue West / Seattle, WA 98119 USA / 206-286-8584 / FAX: 206-286-8810 / TELEX: 49612854 PRMPAC

April 9, 1998 . @@@

Mr. Rick Lauber, Chairman Arp 7 E@
Dr. Clarence Pautzke, Executive Director ? 1995

North Pacific Fishery Management Council ~  f

6805 W 4™ Avenue, Suite 306 -“"?EMO

Anchorage, Alaska 99501-2252
RE: True Mothership Data
Dear Sirs,

Earlier today we sent a lelter dated April 8, 1998 with information to be included
in the NPFMC Council packet for the upcoming April Council meeting.
Subsequent to writing that letter we received the final Status Report document
(dated April 3). Some of the data in that document is different than the data in
the January 27 report that we used. To avoid confusion ! have re drafied the
letter using the latest data set.

Please therefore include this letter dated April 9 in the Council packet. Feel free
to use the April 8 letter to start a fire with after you go home tonight.

Sarry for the hassle.
Sincerely Yours,

{ o
Douglas/C. Forsyth

PREMIER PACIFIC SEAFQOQODS, INC



PREMIER
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333 First Avenue West / Seattle, WA 98119 USA / 206-286-8584 / FAX: 206-286-8810 / TELEX: 49612854 PRMPAC

April 8, 1998

Mr. Rick Lauber, Chairman

Dr. Clarence Pautzke, Executive Director
North Pacific Fishery Management Council
605 W 4" Avenue, Suite 306

Anchorage, Alaska 99501-2252

RE: True Mothership Data
Dear Mr. Lauber and Dr. Pautzke,

It was requested at the February Council Meeting that the three True
Motherships help the Council in some manner ic present data that the Council
could then review and analyze in their deliberations. Due to Federal disclosure
regulations NMFS has been unable in scme instances to provide the requested
information. The True motherships have provided data to a third pariy that in
turn has aggregated and summarized that data. [ present that data herein
together with selected portions of the NMFS database. Where possible [ have
cited the sources of the information. TMS data is the data provided by the true
motherships. [ have tried to follow the sequencing format established in the
Status Report on Baseline Information for the 1/O 3 Analysis for consistency of
presentation.

CATCH OF TRUE MOTHERSHIPS

1996 Total Pollock 121,859 mt 10.5% Council Staff data
1998 A season 51,056 mt 10.8% tms data

UTILIZATION (Council Staff data base)
Recovery of Total Salable Products 1996
True Motherships 24.90%

Factory Trawlers 20.60%
Shore Plants 33.25%



1997 Discards (NMFS data base)

True Motherships 8819 mt - 55%

Factory Trawlers 57.817 11.2%
Shore Plants 24,722 6.8%

1997 Sales Value of Pollock Products per ton of pollock harvested {tms
data)

True Mothership product vaiue per ton of harvest: $651.31
Sales value is delivered to port of sale. lncludes both open access
and CDQ sales and tons.
FISH PURCHASES BY TRUE MOTHERSHIPS (tms data)
1997 Total Pollock $20,489,000
1997 Total All Fish $27,483,750

OWNERSHIP ISSUES (tms data)

Processars Ship Ship Ship
A B C
us 80% 0% 100%
Japanese 0% 100% 0%
Other 10% 0% 0%
Catcher Fleet
Independent (17 boats) 100% 60% 100% :
(U.S. owned)
Company owned (2 boats) 0% 40% 0%
(Japanese owned)

EMPLOYMENT (tms data)
Average Wages Paid in 1997
On Processor $50,479 / person / year

On Catcher Boats $90,605 / person / year



Total Employed (full time equivalents) 1997

Management 33

On Processors 410
Alaskan 17%

On Catchers o1
Alaskan 16%

CATCHER FLEET CHARACTERISTICS (tms data)
Number of TMS fleet 19

Number of vessels over 125 feet LOA ' 0

CDQ PARTICIPATION (tms data)

True Motherships have been involved with CDQ groups since the
beginning of the program. Primary affiliation has been with the Yukon Delta
Group. In 1998 alfl three true motherships employed members of the Yukon
Delta Group.

Dividing CDQ tonnage by open access fonnage gives a reasonable
measure of the degree of participation a patticular sector has in CDQ fisheries. It
measures how ruch open access fish goes to support CDQ involvement.

1987 CDQ tonnage / open access tonnage

TMS 11.0%
Factory Trawlers 11.8%
Shore Plants 3.0%
The true motherships are fuil participants in the CBQ efforts. '

TAXES (tms data)

In 1997 the three true motherships paid a totai from all sources of $1.23
million in Alaskan State taxes. This is double the amount of tax that would have
been paid relying on the Fisheries Landing Tax alone. The true motherships do
other processing in the State that add value to the tax base beyond participation
in offshore fisheries. The statement that motherships do not pay taxes is simply
noi true.



NOTES ON SOURCES

The data marked Council Staff is taken from the April 3,1998 Draft for
Council/Public Review, Inshore/Offshore-3, Report. The NMFS data is
information taken from the NMFS bulletin board. The TMS data comes as
mentioned above from the three true mothership companies.

Hopefully this information is useful.

Sincerely Yours,

A

Douglas C. forsyth

Vice President

General Manager

PREMIER PACIFIC SEAFCODS, INC
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allocation to pollock factory trawlers
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Submitted By:
Groundfish Forum
4215 21*" Ave West
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Execufive Summary

This analysis evaluates the potential effects of a large change in the pollock allocation on two
core H&G fisheries: yellowfin sole and Atka mackerel. The gross revenue from a ton of pollock
(round weight equivalent) is estimated based on 1997 prices. This is used to estimate the gross
revenue forfeited under the reallocation scenarios of Inshore/Offshore I. Historical fishing
pattern information is used to evaluate the most likely targets that pollock vessels would pursue
to regain revenues lost from changes in the existing pollock allocation. Based on available
information on targets and other factors, Groundfish Forum concludes that if a large reduction in
the allocation to pollock factory trawlers occurs, pollock factory trawlers pose a large threat to
the ability of H&G vessels to continue to depend on yellowfin sole and Atka mackerel for their
economic survival, Groundfish Forum proposes a number of factors believed to limit the
potential expansion of shoreside catcher vessels into yellowfin sole and Atka mackerel.

The analysis finds that under Alternative 3D (the I/O III alternative that would be the greatest
reduction in pollock available to poliock factory trawlers), pollock factory trawlers wounld forfeit
approximately 149, 000 MT of pollock worth over $92 million (gross) per year. The analysis
further estimates that pollock factory trawlers would bave to garner over 88% of the revenue
from the yellowfin sole and Atka mackerel fisheries combined to fully compensate for the
pollock revenues forfeited under Alternative 3D. The analysis concludes with a discussion of the
feasibility of pollock factory trawlers gamering such a large share of core H&G fisheries.

Introduction

To evaluate the effect of large changes in the pollock allocation on other North Pacific
groundfish fisheries, several types of basic data and general information pertaining to groundfish
fisheries were compiled by the Groundfish Forum. Product-specific price and recovery rate data
were collected from NMFS and industry sources to estimate revenue per ton for the pollock
fishery. In addition, data to assess the capabilities of pollock vessels and plants to fish for and
process other groundfish species were assembled from NMFS Blend data and from vessel-
specific bycatch rate data available on the NMFS Alaska Region website. To generate revenue
estimates for other groundfish fisheries, product price and recovery rate information were
collected from NMFS and industry sources. All price information used in this analysis are for

1997.

With these data, Groundfish Forum has attempted to compare the revenues forfeited from a
change in the pollock allocation to the revenues available in the other groundfish fisheries. We
feel this exercise is useful for evaluating the question of the potential for pollock vessels to
recoup forfeited pollock revenues in the mainstay H&G fisheries and Pacific cod, and the effects
this would have on the “H&G" sector and other sectors that currently depend on non-pollock
traw] fisheries.



Outline

Part one attempts to measure the extent of potential revenue losses to offshore or inshore
pollock sectors via changes in the Inshore/Offshore allocation. This was done by estimating the
revenue derived from a ton of round pollock and evaluating the most extreme /O III reallocation
alternatives in terms of changes in amounts of pollock available to specific sectors and revenues
that would be forfeited by affected sectors.

Part two uses fishing target data and qualitative factors to describe the current fishing patterns
of different pollock sectors in non-pollock groundfish targets and potential for the operations to

expand.

Part three asks the hypothetical question of what fraction of non-pollock groundfish TACs
would pollock vessels and plants have to garner in order to make up for revenues lost in extreme
reallocations of poliock. This section focuses on pollock factory trawlexs because evidence in the
second section indicates that pollock factory trawlers are more likely to be able to increase their
catches in two core H&G fisheries: yellowfin sole and Atka mackerel.

Part four outlines factors we feel are important for determining the extent to which pollock
factory trawlers can actually displace H&G vessels in yellowfin sole and Atka mackerel and the
extent to which non-pollock vessels can make up for revenue losses in those fisheries. This
section is by necessity inconclusive because of the speculative nature of the evidence.
Suggestive evidence nonetheless exists and the final section does, in our opinion, indicate that
pollock vessels could make large inroads into core H&G fisheries



Part I: Estimating the catch and revenue forfeited by factory trawlers or shoreside sector
under the most extreme Inshore/Offshore III allocation alternatives

Estimation of gross reverue per ton of pollock.

Note: This exercise is only intended to be a rough comparison of revenues from pollock and
revenues from other groundfish species. A comparison of revenue per ton between shoreside and
at-sea sectors would, of course, require more precise and more representative data. That is not
the purpose here.

A ton of pollock has a gross value of $624.32 to offshore pollock (surimi and fillet) factory
trawlers based on the following product mix, product recovery rates and product values
thought to reflect average performance for offshore factory trawlers in 1997:

The following data and analytical assumptions were used for the estimation of gross revenue per ton for factory
trawlers:

1. Factory trawlers caught an average of about 55% of the pollock TAC over the last three years (subtracting CDQ
pollock off the top) (source: Tab. 2 NPFMC Profile document, September 1997). Catch percentages used for
this section are specific to pollock factory trawlers and assume, for purposes of this exercise, that there is no
change in the percentage that motherships take of the at-sea allocation. In reality, alternatives for 1/O III group
at-sea motherships into the shoreside sector for purposes of future allocations.

2. The greatest decrease in pollock allocation is Alternative 3, Option D where factory trawlers would receive 40%
of the pollock TAC.

3. Inshore/Offshore I1: Alternative 3, Option D would result in a loss of approximately 153,896 MT of pollock
per year to the factory trawlers over the duration of the I/0 allocation (using the 1998 pollock TAC of 1.11
million metric tons for the comparison). This amount of caich must be reduced by the expected discard by
factory trawlers for that quantity of pollock. This reduces to a retained catch of 148,657 MT, based on the
discard rate in 1996 (2.6%) as reported in the NPFMC Profile document.

4. Calculation of the average gross revenue per ton of pollock caught by factory trawlers in 1997
1. Primary Products

A, Surimi
a. Seventy-one percent of the pollock harvested by the offskore pollock fleet is used to
make surimi.
b. The average product recovery rate for surimi in A season and B season is 18%.
¢, Surimi is valued at $2,689.61 per metric ton across grades produced by factory
trawlers (FOB Dutch Harbor).

B. Deep-Skinned Fillet Block
a. Twenty-three percent of the pollock harvested by the offshore pollock fleet is used to
produce deep-skinned fillets.
b. The average product recovery rate for deep-skinned fillets is 14%.
¢. Deep-skinned fillet block is valued at $2,579.38 per metric ton

C. Standard Fillet Block (It is not possible to break out IQF production from standard fillet block
production)



a. Two percent of the pollock harvested by the offshore pollock fleet is used to produce
standard fillet block.

b. The average product recovery rate for standard fillets is 21%.

¢. Standard fillet block is valued at $1,543.22 per metric ton

D. Minced Pollock Block
a. Three percent of the pollock harvested by the offshore pollock fleet is used to produce
minced block as a primary product.
b. The average product recovery rate for minced pollock is 22%.
¢. Minced pollock block is valued at $551.15 per metric ton.

E. Fish Mea]
a. One percent of the pollock harvested by the offshare pollock fleet is used to produce
fish meal as a primary product,
b. The average product recovery rate for fish meal is 17%.
c. Fish meal is valued at $800 per metric ton. :

II. Ancillary Products

A Pollock Roe
a. The average roe recovery is 3% for the 45% of the annual harvest oceurring in A
Season
b. Roe is valued at $12,500 per metric ton.

B. Minced Pollock Block
a. Two percent of the pollock harvested by the offshore pollock fleet is used to produce
mineed pollock block as an ancillary product.
b. The average product recovery rate for minced pollock is 22%.
¢. Minced pollock block is valued at $551.15 per metric ton.

C. Fish Meal
a. Eleven percent of the pollock harvested by the offshore pollock fleet is used to produce
fish meal as an ancillary product. '
b. The average product recovery rate for fish meal is 17%.
c¢. Fish meal is valued at $800 per metric ton.

Table 1: Estimation of Gross Revenue Per Ton of Pollock
% of PRR  $imtproduct  $/rnd mt

catch
Primary Products
Surimi 0.71 0.18 $ 2,689 $ 34385
DS Fillet 0.23 0.14 % 2.579 $ 83.08
Stnd. Fillet 0.02 0.21 3 1,543 $ 648
Minced: 0.03 0.22 $ 551 $ 364
Fish Meal 0.01 0.17 $ 800 $ 1.36
Ancillary Products
Pollock Roe 0.45 0.03 $ 12,500 $168.75
Minced o002 0.22 ] 551 $ 243
Fish Meal 0.11 0.17 3 800 $ 14.96
Total $624.32

a



Given the above assumptions, each round metric ton of retained poRock is worth $624.32,
thus 148,652 MT (retained catch) forfeited by pollock factory trawlers is worth
approximately $92.8 million per year.

For the shoreside sector, a point estimate of revenue per ton for all primary and secondary
pollock products was provided by one large shoreside processing company. This estimate is not
broken out by specific primary and secondary products, such as was done for factory trawlers.

Shoreside Sector:

1. Currently, the shoreside sector harvests 35% of the pollock TAC. The greatest decrease in pollock is
Inshore/Offshore diternative 3, Option A which would decrease shoreside to 25% of the TAC (CDQ off the
top). This assumes, again for analytical purposes, that the share going to motherships is held at its current

magnitude, approximately 10%.

2. Alternative 3, Option A would mean 102,675 MT of pollock would be removed from the shoreside allocation,
based on the 1998 TAC of 1.11 MT. Incorporating the expected discard rate of 1%, based on 1996 data in the
Profile, the forfeiture of pollock in terms of retained catch is 101,648 MT.

3. A representative of the shoreside sector has provided a rough estimate of that company’s average revenue per
ton ($700 / ton}. This is considerably higher than the estimated revenue for factory trawlers.

4, Revenue forfeited by shoreside under the scenario of the greatest reallocation from shoreside is $71.2 million
per year, if the estimate of revenue per ton for shoreside is reasonably representative of that sector’s
performance.



Part IT: What fisheries are most likely to absorb fishing effort from changes in the pollock
allocation?

Assumptions and background information

There are many reasons beyond simple expected catch rates and revenues that affect decisions of
what to target. Other considerations are cash flow or liquidity, a target minimum number of
working days for crew contracts, operating days needed to justify capital investment, product
contracts, and avoidance of the start-up and crew transportation costs associated with tying up
vessels or idling plants. Optimism (sometimes irrational) also certainly plays a role. All these
factors tend to confound the expectations of economic theory where the decision to operate is
expected to be based on relative economic opportunities compared to opportunity costs or the
ability to operate above average variable costs.

An important consideration in evaluating potential for effort shifts from changes in the pollock
allocation is that fishing companies in the North Pacific may choose to operate their vessels even
when they are unable to recover even their average variable costs. In some cases, the decision to
fish for yellowfin sole may simply reflect that the losses experienced in yellowfin fishing are
smaller than those associated with tying up the vessel or idling the plant. This premise is
important to understanding why pollock vessels or plants might operate in fisheries which are not
their mainstays and where their margins may be extremely slim or non-existent.

In Groundfish Forum's view, even if pollock vessels or plants are not breaking even in other
groundfish fisheries, the cash flow from non-pollock fisheries might be the single most important
consideration in the decision to operate. In a highly overcapitalized fishery, such as in the North
Pacific, cash flow may be the one factor that keeps some companies in business in the short run.
This speaks to the generally economically depressed situation facing the groundfish industry at
present under the open access fishery management paradigm.

Groundfish fisheries where pollock vessels are currently directing effort

Pollock Factory Trawlers

One means of predicting which fisheries will absorb fishing effort from changes in
Inshore/Offshore is to evaluate the relative participation of pollock vessels in non-pollock
groundfish targets in recent years. Figures 1-4 use target assignments from the NMFS/AKR
website file entitled "Vessel-Specific Bycatch Rates". In addition to vessel-specific bycatch
rates for PSC species, this weekly NMFS data file reports a unique target assignment for each
observed vessel based on the predominant species retained (or by the Blend System estimate of
catch compared to retained catch).

Figures 1&2 show the participation of pollock factory trawlers in non-poliock groundfish targets
in 1996 and 1997. This information was compiled by separating the trawl catcher/processors on
the weekly lists into two groups: 1} H&G factory trawler vessels, 2)factory trawlers that
primarily target pollock. Vessel names are listed at the bottom of each figure so the reader can

{‘\
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verify the groupings based on vessel length categories in the Council’s analysis or other
information. A few changes in the overall list of catcher/processor and catcher vessels occurred
between 1996 and 1997 as a result of bankruptcies and vessel re-flagging,

Historical and Recent Participation of Pollock Vessels in Non-Pollock Fisheries

Many pollock factory trawlers that make fillets have fished for Pacific cod since the domestic
groundfish fishery began in the 1980s and cod ¢continues to a common non-pollock target for
these vessels. Over the last three years, many pollock factory trawlers (particularly surimi factory
trawlers) have increased fishing effort directed at yellowfin sole and Atka mackerel. In fact,
according to NMFS Blend data (see April 1998 draft of IO IIT analysis), pollock factory trawlers
accounted for more than one-fourth of the yellowfin sole taken by at-sea processors in 1997, and
this catch level occurred during just a few weeks (see Figure 2).

According to the Council's /O Profile document, in 1996 there were 30 factory trawlers that
targeted pollock and made either surimi, fillets, or both (Table E.1.1; Tab 1). Using this as the
baseline number of vessels to define the current universe of pollock factory trawlers, it is
interesting to note that, for instance, in March of 1997, during the weeks following the at-sea
pollock A season, there were as many as 15 pollock factory trawlers engaged in flatfish, cod, and
Atka mackerel, the principle bottom trawl fisheries of the North Pacific. The vast majority of
these vessels show up in flatfish targets (predominantly yellowfin sole). In the months that
followed March of 1997, pollock factory trawler effort became more evenly spread with five
vessels targeting cod, five targeting flatfish, and three targeting Atka mackerel, for a total of 13
pollock factory trawlers in non-pollock targets.

The pattern that emerges from examining Figures 1& 2 is that pollock factory trawlers are
currently reasonably diverse in non-pollock targets, roughly one-half of these large vessels fished
in non-pollock targets during many of the weeks in 1997 when pollock was not open te directed
fishing. For most of these vessels, however, Groundfish Forum believes participation up until
now has been opportunistic and limited to fairly short periods of time following the pollock A
season, and the B season to a lesser extent. In addition, participation on a weekly basis in flatfish
targets and Atka mackerel has increased from 1996 to 1997.

Catcher Vessels Historical and Recent Participation in Non-Pollock Fisheries
Shoreside delivery vessels and plants have been fishing for Pacific cod for many years, some

starting during the joint venture period. Many of these vessels have recently expanded into
yellowfin sole. Catcher vessels landed approximately 15,000 MT of yellowfin in 1997 (NMFS
bulletin board, week ending 12/31/97) up from virtually none a few years ago.

Figures 3-4 evaluate the frequency that catcher vessels are assigned to non-pollock targets.
NMES’s vessel-specific bycatch data file only assigns targets for catcher vessels for the time
they have observers aboard, meaning that catcher vessel participation per week for each target is
probably understated to some degree through this source of data. Because the vast majority of
Bering Sea catcher vessels are large enough to carry at least 30% coverage, it is likely that the
number of vessels per target over the course of the year is fairly accurate.



The picture of catcher vessels’ current dependence on non-pollock groundfish fisheries is rather
different from that of pollock factory trawlers. Pacific cod is clearly their main groundfish target
outside of pollock. Compared to pollock factory trawlers, there is far less participation in
yellowfin sole relative to the overall number of catcher vessels listed in the vessel-specific
bycatch reports. In addition, there is virtually no recent participation in Atka mackerel. In fact,
(the week during 1997 with the greatest number of catcher vessels), there are only six vessels
listed in flatfish, out of a total of 80 vessels that appear in the report during 1997. An increase in
the number of vessels in the flatfish target from 1996 to 1997 is evident, which may indicate an
increasing trend, but on a relatively small scale.

General Trends

It is evident that pollock vessels and plants have increased their fishing in other groundfish
targets, but this varies by onshore or offshore sector. Increases in non-pollock targets are most
likely a reaction to lower pollock revenues from lower pollock TACs and in some years lower
prices for pollock products. Flatfish (principally yellowfin sole), Pacific cod, and Atka mackerel
have been the areas where pollock vessels increased participation. So it stands to reason that
these fisheries would be the most likely to absorb displaced effort from whichever side that ends
up with a smaller pollock allocation, if the allocation is modified. Yet an additional incentive
for expansion into non-pollock species may be speculation for catch history in case an ITQ
system is created in the future.

In the case of Atlca mackerel, the pollock factory trawlers that have fished for that species have
used it as a substitute for pollock flesh for surimi production. Surimi has not been a product
form for Atka mackerel in the U.S. before 1996. In other non-pollock targets, traditional product
forms have been made by pollock vessels with an emphasis on the frozen round product form
which, in part, allows larger vessels to achieve high volume production.

One cannot, of course, predict with certainty the increase in yellowfin sole, Pacific cod, and
Atka mackere] fishing that would occur should one sector be impacted by a large shifts in the
current allocation of pollock. Groundfish Forum believes that shifts into the fisheries that H&G
vessels currently depend upon for all of their fishing revenues are the inevitable result of any
significant departure from the current pollock allocation, or any large decrease in the pollock
TAC that is not accompanied by a large increase in the prices of pollock products. Groundfish
Forum believes that should a large reallocation occur, pollock vessels would attempt to make up
revenues in the trawl fisheries other than pollock and at a pace that far exceeds the current frend
that has followed the reduction in the pollock TAC from 1.3 MT te 1.1 MT over the last three
years.

Depending on impediments and restrictions on returning to fish in U.S. fisheries after fishing
abroad, some pollock vessels, particularly factory trawlers, might divert their fishing to Russian
pollock opportunities. Based on the conditions and business practices those vessels have
encountered in Russia, we feel it is anlikely that many vessels would go to Russia, or that those
vessels would find opportunities that would keep them there on a continuing basis. It should also
be noted that, depending on legal or regulatory impediments, poliock vessels could fish in Russia
for short seasonal periods {under contracts that do not involve re-flagging) without necessarily
impacting their ability to fish in U.S. fisheries.
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Effort shifts vary depending on sector impacted

The question of what fisheries are mostly likely to be impacted by effort shifts depends most on
the impacted party. If shoreside should lose a portion of its pollock allocation in I/O I, there is
no way in the near future that forfeited revenues could be made up in the fully subscribed Pacific
cod fishery. This leaves flatfish or non-groundfish fisheries.

Potential for shoreside expansion into yellowfin sole seems limited under current market
conditions for yellowfin sole surimi, round product, and fishmeal from yellowfin sole. The
recent low levels of participation of catcher vessels in flatfish fisheries and Atka mackerel in
recent years further suggests that there is little chance for those vessels to regain large portions of
reduced revenues in those fisheries. The distance to the fishing grounds for catcher vessels and
the problems with fish bruising associated with RSW holding tanks will not be easily overcome
in our opinion.

The potential for expanding into Atka mackerel is even more remote. The distance to the fishing
grounds in the Aleutian Islands for Atka mackerel is nearly prohibitive for shoreside trawlers.

Opportunities for pollock factory trawlers to expand into core H&G fisheries are considerably
greater. As has already been noted, inroads by pollock factory trawlers have already occurred
under the current circumstances. It is certain, from our perspective, that pollock vessels will
attempt to increase fishing in non-pollock trawl fisheries when faced with the alternative of
bankruptcy from a significant reduction in pollock allocation. Fillet factory trawlers would also
attempt to increase their fishing days in the cod fishery or yellowfin scle as some have done in
recent years. Surimi factory trawlers would likely increase their fishing in yellowfin sole and
Atka mackerel. Given the low relative catch rates in rocksole (in part due to the RKC Savings
Area) and current price trends in roe rocksole, we do not see a large expansion there - - but that
possibility cannot be ruled out completely.
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Part [11: Estimating the amount of expansion into core H&G groundfish fisheries needed
to make up for forfeited revenues

To understand the potential impacts on the H&G sector of a pollock allocation shift, one has to
first estimate the per ton and total revenue from yellowfin sole and Atka mackerel. From this it
can be seen that the lion's share of these two fisheries would have to be taken by factory trawlers
to have any hope of making up for the revenue loss from the most extreme pollock reallocation (a
$92.8 million dollar gross pollock revenue loss, according to our estimate).

Yellowfin Sole:

1.

149,163 MT of retained catch (round weight equivalent) in 1997 (NMFS Bulletin Board, week
ending 12/13/97). Catch in 1997 was 93% of TAC, and TAC was set at ABC in 1997,

The three product forms for yellowfin sole are round frozen, H&G and "kirimi" (portioned fish).
Using the 1996 breakout between product forms, we would expeet about 38% of finished product
to be round, 43% to be H&G, and 19% to be "kirimi". To estimate the portion of a ton of
yellowfin sole that would, on average, be made into the three different product forms, Groundfish
Forum assumed average product recovery rates of 55% for H&G product and 40% for kirimi.
Applying the assumed recovery rates to the percentage mix of finished products, the percentage of
unprocessed yellowfin sole that would be used to produce each of the three product types was
back-calcunlated (Table 2). Under this scenario, 23% of the retained catch of yellowfin sole to go
to round production, 48% of the catch to be used for H&G and 29% of the catch to be used for
Kirimi.

Product values of $480 per MT of round yellowfin sole, $873 per ton of H&G yeilowfin and
31200 per ton of kirimi were used to reflect the fishery in 1997. Considering the product mix and
the recovery rates, this works out to an average of $480 in revenue for every ton of yellowfin sole
retained (Table 2).

Total retained catch in round weight equivalent is 149,163 MT in 1997. At a value of $480 per ton
of retained yellowfin sole, the total revenue from the fishery is estimated to be $71.6 million (FOB
Dutch).

Atka mackerel:

1.

Atka mackerel: 59,261 MT retained catch in 1997, Revenue in the Atka mackerel fishery can be
estimated by applying the recovery rate and price for the dominant product form (H&G). Using
this approach, we would expect 35,556 MT of H&G product based on an average recovery rate of
60% across size grades.

This means the estimated gross revenue of the Atka mackere! fishery is $34.5 million based on an
average 1997 H&G price of $970 / ton across size grades (FOB Duich).
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Table 2: Estimation of Gross Revenue Per Ton of Yellowfin Sole and Atka Mackerel

% of catch PRR $/mt $irnd mit
product
Yellowfin Sole
Round 0.23 1.00 $ 480 % 110
H&G 0.48 0565 § 873 % 23
Kirimi 0.29 040 % 1,200 % 139
Total $ 480
Atka Mackerel
H&G 1.00 060 % ' 70 § 582
Total $ 582

Expansion into yellowfin sole and Atka mackerel that would be needed to recoup forfeited

revenue under the most drastic reallocation alternative. Based on the above calculations,
Groundfish Forum estimates the combined revenue of the Atka mackerel and yellowfin sole
fisheries at approximately $106 million in 1997. Recall that the estimated revenue loss for the
pollock factory trawlers under Inshore/Offshore III: Alrernative 3, Option D was $92.8 million,
per year, roughly the equivalent of 88% the total revenue from the Atka mackere] and yellowfin
sole combined.

In the case of a reallocation that would take pollock away from the shoreside sector, the largest
loss in pollock revenues expected would be a $71 million loss of gross revenue. Based on what
we know about the feasibility of shoreside operations, it would be more likely for them to
attempt to regain revenue lost from the pollock allocation in the Pacific cod fishery (to the extent
possible). Groundfish Forum believes logistical problems would likely inhibit any large catch of
yellowfin sole by shoreside vessels due to the distance of the grounds from Unalaska/ Dutch
Harbor and bruising and other product quality concerns with deliveries of yellowfin sole kept in
refrigerated seawater systems. The ability of the shoreside sector to fish Atka mackerel is éven
more limited because of distance fromn Dutch Harbor to the fishing grounds.

12



Part IV. Factors to consider when predicting how much of core H&G fisheries could be
garnered by pollock factory trawlers under the most extreme reallocation

alternative:

¢ High-volume harvests- Pollock factory trawlers have proven to be high volume harvesters of yellowfin sole and
Atka mackerel.

+ Low recovery rates- Pollock factory trawlers fishing Atka mackerel make a low recovery rate product (surimi)
which means their daily catch capacity is vastly greater (three to five times greater) than H&G vessels.

¢ Low opportunity costs- Pallock seasons are already very short with the high capitalization of the fishery, Witha
large decrease in the allocation to pollock factory wawlers, their pollock seasons will be even shorter, making
available more time for fishing yellowfin sole and Atka mackerel. The Pacific whiting cooperative catch
arrangement also allows many pollock factory trawlers to maximize time spent in vellowfin and Atka mackerel
becanse their share of the whiting fishery is not at stake.

+ Minimal production constraints- Pollock factory trawlers currently make a product from yellowfin sele (round
frozen) that is not affected by value-added processing constraints,

¢ Crew Contract Obligations- With less fishing time in pollock resulting from a change in the allccations, crew
contracts will require more participation in yellowfin sole and Atka mackerel to meet annual and confract-specific
guarantees to crew members. Such guarantees are increasingly necessary to retain skilled crew as pollock fishing
opportunities decline.

¢ High CPUE vellowfin sole fishery- The highest CPUEs in yellowfin sole occur in spring. If the pollock A
season ends earlier with a reduced allocation, pollock factory trawlers will start yellowfin earlier and spend more
time in the fishery during the peried of high CPUEs.

¢ Substifute raw material for surimi preduction- Making surimi from yellowfin sole is feasible. Pollock factory
trawlers have already figured out how to make surimi out of Atka mackerel. If pollock becomes less available
with a decrease in the atlocation of pollock to factory trawlers, yellowfin sole and Atka mackerel may become
substitutes to fill the raw fish needs of surimi factory rawlers.

» IR/IU favors vessels with fish meal plants- Under the IR/TU retention rules for pollock, cod, yellowfin sole and
rock sole, pollock factory trawlers have an advantage because their fish meal plants can be used to process into
meal the fish that are too small to be marketed for human consumption. Because H&G vessels do not have fish
mea plants, they are forced to use pollock excluders and other means of avoiding small fish. These devices
reduce catch of target species as well.

= Yellowfin sole and Atka mackerel are fullv-subscribed fisheries- In 1997, 93% of the yellowfin sole TAC was

caught and TAC was set at ABC. Although PSC avoidance has allowed the fishery to remain open longer in
recent years, room to accommodate new fishing effort is now limited by the TAC at this point.

» Concurrent participation of H&G vessels- Since traditional H&G effort would occur during the (shortened)
pollock season for factory trawlers and while pollock factory trawlers were attempting to repain forfeited revenues
fishing yellowfin sole and Atka mackerel, there is no realistic way pollock factory trawlers could take all or even
85% of the yellowfin sole and Atka mackerel fisheries. Whether the increase by pollock factory trawlers would be
enough to supplant H&G vessels economically is the question that needs to be answered.

* Managers could place sideboards on desree of expansion- Measures could be implemented through
amendments to the Council’s License Limitation Plan to limit the number of polleck factory trawlers that could

enter non-pollock fisheries because many of these vessels do not have substantial historical participation in those
fisheries.
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Figure 1

Participation of Pollock Factory Trawlers in fisheries other
than Pollock 1996
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Note: Participation based on NMFS/AKR website target assjgnments for PSC rates (1997)

Shows target fisheries for the following boals: American Enterprise, American Empress, American Dynasty, Browns Point, Endurarce, American Triumph, Northern Glacier, Katie Ann, Elizabeth Ann, Rebecca
Ann, Christina Ann, Arctic Storm, Seattle Enterprise, Northern Bagle, Highland Light, Pacific Glacier, Pacific Scout, Arctic Fiord, Suarbound, Pacific Explorer, Ocean Raver, Kodiak Enterprise, Alaska Gcean, Island

Enterprise, Northern Jaeger, Northern Hawk



Figure 2

Participation of Pollock Factory Trawlers in fisheries other
than Pollock 1997
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Note: Participation based on NMFSAKR website 1arget assignmenis for PSC rates (1997}
Shows target fisheries for the following boats: American Enterprise, American Empress, American Dynasty, Browns Point, Bndurance, Ametican Triumph, Nonthern Glacier, Katie Ann, Elizabeth Ann, Rebecea

Ann, Chrisfina Amn, Arctic Storm, Seatile Enterprise, Northern Eagle, Highland Light, Pacific Glacier, Pacific Scout, Arctic Fjord, Starbound, Pacific Explorer, Ocean Rover, Kodiak Enterprise, Alaska QOcean, Island
Enterprise, Northern Jaeger, Northern Hawk
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Figure 3

Participation of Catcher Boats in Flatfish, Cod and Atka

Mackerel Fisheries in 1996
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Nate: Pasticipation based on NMFS/AKR website target assignments for PSC rates (19%6)

Shows target fsheries for the following boats: Aldebaran, Alsea, Alyeska, American Beauty, American Eagie, Anita J, Arctic I, Arctic I1l, Arctic IV, Arctic 1V, Arctic VI, Arclic Wind, Arcraras, Argosy, Auriga, Aurora,
Bering Enterprise, California Horizon, Cape Kiwanda, Chelsea K, Claymare Sea, Columbia, Comiodote, Destination, Dominator, Dona Liltana, Dong Martita, Dona Paulita, Elizabeth B, Excalibur II, Exodus, Fierce
Allegiance, Fierce Sea, Flying Cloud, Gold Rush, Golden Dawn, Great Pacific, Gun-Mar, Haida Spirir, Half Moon Bay, Haze! Lorraine, Hazel Lorraine I, Heather Sea, Hickory Wind, Leslie Lee, Lone Star, Majesty, Margarel
Lyn, Mar-Gur, Mark [, Miss Berdie, Miss Leona, Moriing Star, Ms. Amy, Nordic Fury, Nerdie Star, Ocean Harvester, Ocean Hope 1, Ocean Hape 3, Ocean Phoenix, Oceanic, Pacific Alliance, Pacific Challenger, Pacific
Enterprise, Pacific Explorer, Pacific Fury, Pacific Knight, Pacific Monarch, Pacific Navigator, Pacific Prince, Pacific Ram, Pacific Viking, Pegasus, Peggy Jo, Perseverance, Poseidon, Predator, Progress, Raven, Rosella, Royal
American, Royal Athntic, Saga Sea, Sea Storm, Seadawn, Seawolf, Seeker, Sharon Lorraine, Starfish, Starlite, Starward, Starward, Storm Peirel, Sunset Bay, Titan, Tracy Amne, Vesteraalen, Victoria Ann, Viking, Viking
Explorer, Walter N, Western Dawn, Weslward 1, Windjammer



Figure 4

Participation of Catcher Boats in Flatfish, Cod and Atka
Mackerel Fisheries in 1997
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Nole: Participation based on MMFS/AKR website target assigiunents for PSC rates (1997)

Shows target fisheries for the following boats: Aj, Aldeberan, Alsea, Alyeska, American Beauty, American Eagle, Arctic I, Arctic TIl, Arctic IV, Arciic VI, Arctic Wind, Arcturus, Argosy, Auriga, Aurora, Bering Enterprise,
Bering Rose, Blue Fox, California Horizon, Columbia, Commodore, Destination, Dominator, Dona Liliana, Dona Martita, Elizabeth F, Exodus, Flying Clond, Golden Dawn, Great Pacific, Gun-Mar, Lone Siar, Majesty,
Margaret Lyn, Mar-Gun, Mark [, Messiah, Miss Berdie, Miss Leona, Morning Star, Ms. Amy, Nordic Fury, Ocean Enerprise, Ocean Harvesier, Ocean Hope 3, Ocean Leader, Oceanic, Facific Challenger, Pacific Entemprise,
Pacific Fury, Pacific Knighi, Pacific Monarch, Pacific Navigator, Pacific Prince, Pacific Ram, Pacific Viking, Pegasus, Perseverance, Persistence, Poseidon, Predator, Raven, Rosella, Royal American, Royal Adantic, Sea Storm,
Seadawn, Seawolf, Seeker, Storm Peurel, Traveler, Vesieraalen, Victoria Ann, Viking, Viking Explorer, Western Dawn, L.L.C., Westward 1, Windjammer ’
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PREMIER PACIFIC SEAFOODS, INC. Yy T
333 FIRST AVENUE WEST
SEATTLE, WASHINGTON 98119 DREMIER

~ W -  DACTC

FAX 2062868810 FOODS

PHONE 206 286 8584 | R E@Em @ h o <4
Fax
Jo: MR DARRELL BRANNAN Froms DOUG FORSYTH
SENIOR ECONOMIST
- Fax No 807 271 2817 .' pates 16 APRIL, 1993
Re l oex

= Dear Darrell,

In the Drait for CouncilfPublic Review — Inshore/Offshore-3 there is a section devoted
io a discussion of the “Impacts of an Allocatien % True Motherships®. This section
raizes questions concerning whether or not the proposed definition of a true
mothership (vessels that have processed but never caught pollock in a poliock target
fishery in the BSIA EEZ) treates a limited access program as defined by the
Magnuson-Stevens Act

I cannot speak o what the Coundl intended in its definition but | can speak i what
the true motherships intended in putiing forih the proposal for and definifion of a third
categoty. , | : :
ACCESS :

It was never our intention:to fimit access of true pure processing vessela. We do not
support a definition that would exclude efther new built vessels or current processing
only vessels from entering the sector. If someone that has never caught pofiock
wants to come in and process in the true mothership category that is perfectly fine
with us. We expect that there will be new entrants to the category over time. Itis
possible that a former mathership (Frigid Sea, Red Sea) could re-enfer the fishery. it
is possible that one of the fioaters (Northem Victor, Arctic Enterprise) could choose to
— leave their stationary locale which classifies them as inshore and operate instead as
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April 16, 1998

a true mothership in @ more mobile mode. The three current true motherships have
never proposed anything o prevent this type of action. We have not asked for either
a moratorium or a license limitation program that would isclate and protect our mode
of operation.

ROLLING OVER OF CATCHER PROCESSORS

The true motherships have advocatsd a sector definifion that would prevent those
vessels that have caught pollack in the BSAJ EEZ from qualifying forinclusion in a
frue mothership category. The reasons for this posiiion are wofeld.

First All of those that cateh fish including all of the factory frawiers are moratorium
protected vessels. A mothership could not now become a caicher of pollock. Prior o
the passing of the moratorium both the Ocean Phoenix and the Golden Alaska could
have caughtfish and consequently qualified as a moratorium protected vessel. We
chose notto. Likewise at that point in time the factory trawiers could have opiad to
be motherships but chose instead to ¢atch their own fish supply. The two paths were
chosen paths. not mandated. Since a mothership can inday be only a processor and
never a catcher wa think that itis equitable for a moratorium protected factory trawler
1o stay in the defined secior that they have sought out long ago.

Second: Ifthe true mothership sectorwas to be implementad on an historical
parficipation basis, it would be a small sector. Suppose a factory trawler company
that owned muliiple vessels was to employ a fleet sirategy for a season. That
company could send in several vessels to the frue mothership sector for the season,
destroy the economics of those in the sector and drive the independents cut of
business, meanwhile supporiing their collective company wide economics on the
continued participation of the majority of their fleet in the offshore sector, The
following season they would then balance their fieet out between the sectors based
uponh quota and be profitable with a greater overall share. Such flest tactics were
demonstrated this past A season when American Seafoods sent the Northemn Hawk
out to caich the Aleutian quota while the rest of the industry worked in the Bering
Sea. The Aleutian area pollock roe was worth only about half ihe value of the Bering
Sea roe this season so the economics for the Northem Hawk were less favorable -
ufilizirig this strategy but the overall economics of the American Seafoods fleet
benefited greatly from increased quota share,

It is for these two reasons that we strongly fee! that the definition of a tue mothership
sector should not be opened up to those moratorium protected vessels that have
caught fish before.

SUMMARY

® Page?
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In conclusion we have never advocated for a sector definition that would close the
sector fo new participants. We have advocaied that those that have caught fish in
the past be blocked from the sector. | am certainly not an expert on 303(b)(6) but it
seems that by allowing for the inclusion of new erniranis fo a true mothership sector
the requirements of the act are met by the current level of analysis. The only
restriction on new enirantts is that they have “never caught a fish in a pollock target

fishery in the BSAI ERZ.

Best Regards,

il

Doug Forsyth
PREMIER PACIFIC SEAFOODB

® Page3
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UNITED STATES DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric Administration
National Marine Fisheries Service

P.O. Box 21668

Juneau, Alaska 99802-1668

April 16, 19828
A
o @
/PJ

Mr. Richard Laubey, Chairman

North Pacific Fishery Management Council <b p

605 West 4% Ave 20 {93?9

Anchorage, AK $9501-2252 "?‘,z,
Jiﬁfh ' o

Dear Mr. _L'gaub' T

The inshore/offshore harvest of walleye pollock in the Catcher
vessel Operation Area (CVOA) of the Eastern Bering Sea will be
discussed during the Council’s April meeting. The final
allocation scheme could affect on the recovery and conservation
of the endangered western population of Steller sea lions.

At present, we can not fully characterize the foraging patterns
and preferences of Steller sea lions. Nevertheless, pollock must
be considered a major component of their diet. Numerous studies
of sea lion stomach contents indicate that in many areas, pollock
is their most frequent prey item (NMFS 1995, status review of the
United States Steller Sea Lion [Eumetopias jubatus] population).
Tne leading hypothesis for the decline of the Steller sea lion is
the lack of available prey. The availability of pollock,
therefore, is a matter of considerable management concern.

The removal of pollock from the CVOA 1s particularly important
pecause the CVOA overlaps considerably with the Eastern Bering
Sea foraging area designated as critical habitat for the Steller
cea lion. Additional removal of polleck from the CVOA causes
NMES considerable concern regarding 1) the prey available to &ea
lions in that area, and 2) the value of overlapping critical
habitat for foraging. Therefore, NMFS cannot support
inshore/offshore allocation alternatives that could lead to a
proportional increase in pollock harvest from the CVOA.

Sincerely,

Steven Pennoyer
Administrator, Alaska Regiom .
x




SOCIAL IMPACT ASSESSEMENT SUMMARY POINTS

Simplifying Assumptions

The issues encompassed by /O 3 are many and complex. Further, the geographic ‘footprint’ of
potential impacts is very large indeed. In order to make this work practical, a number of simplifying
assumptions were made at the time the scope of work was designed by the NPFMC. It is important
to note these assumptions early on. While any simplifying assumptions limit the ultimate utility of the
product, there is clearly a balance to be struck between what could be done with unlimited time and
resources and what can be done given real world constraints. This being the case, the general

simplifying assumptions may be stated as follows:

. Focus on the Bering Sea-Aleutian Istands Fishery .

. Focus on Sector Participation in the Poliock Fishery and Simplify the Problem of Interactive
Fisheries Issues

v Employ a Tiered Approach to Community Linkages Through Focused Updating of
Community Profiles

. Rely on DCRA Analysis of CDQ Reallocation Impacts Analysis

. Narrow the Range of Alternatives Analyzed

. Omit Analysis of Foreign Ownership Issue

General SIA Issues

There were a mumber of general issues or themes that emerged during the smdy process that will be
elaborated in the body of this document. In particular, there are several issues or trends that have
emerged since the previous SIA work for the Council. These will be briefly noted here. In addition,
we will bullet out potential social impact effects of concern.

. There is a marked difference between participating coastal comamnities with respect to the
role of the pollock fishery in the communities.

. Unalaska is a major participant in the fishery with a strong presence of both the
inshore and offshore sectors. The relative benefits to the community of the two
different sectors is a matter of considerable debate, but clearly Unalaska is in a unique
position with respect to the degree to which it has benefitted from both sectors. The
flip side of this is that Unalaska, while benefitting the most from both sectors, is also
the community that is featuring the most divisive debate on the inshore/offshore issue.
Unalaska's direct participation is based on its proximity to the fishing grounds.
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. Seattle is also a major participant in the fishery with a strong presence of both the
inshore and offshore sectors. The relative benefits to the community of the two can
be debated, but clearly the offshore presence is more visible than is the onshore
participation, which at times seems to be represented by management aed
administration as much as by physical product. As with Unalaska, Seattle interests
are bitterly divided on the inshore/offshore issue. Seattle's participation is based in
part on history and ownership, and on a central administrative and financial role.
Seattle and the region also have a number of secondary processing plants.

v Unalaska, Akutan, King Cove, and Sand Point all have shore plants that participate
in the fishery, but the nature of the participation, and of the articulation of the
operations with the communities vary. King Cove and Sand Point are more alike than
they are like the other communities. Both have resident fleets, and shore plants in
both communities take deliveries of pollock from non-resident vessels. Neither isa
CDQ community. Akutan has a large shore plant in the community, but the village
of Akutan has retained an identity distinct from the shore plant that is quite different
from the plant-community relationships found in nearby Unalaska. Alutan is also a
CDQ community, which Unalaska is not, though some Unalaska residents benefit
from CDQ programs.

. Western Alaska communities have become involved with the fishery primarily through
the CDQ program, as opposed to having shore plants in the communities or direct
participation of a resident fleet. This means that the fishery articulates with the
community in ways substantially different than in other involved Alaska communities.

’ Inshore/Offshore management has served to stabilize the fishery between the overarching
inshore and offshore sectors, but internal sector dynamics have not been in equilibrium. /O,
designed in part to be a stop-gap measure to avoid potential sector preemption and to avoid
the detrimental social impacts resulting from such preemption, has for the most part achieved
that goal. It has not, nor was it anticipated to, maintain stable fishery sectors.

’ Within the offshore'sector, there has been a great deal of instability on the individual
entity level. That is, there has been a great deal of ownership change of entities within
the sector, accompanied by considerable consolidation within the sector. This has
created a wide range of variance among sector participants, increasing the likelihood
that the effects (positive or negative) of any change in the current system will be
differently shared by sector participants. Further changes in the pollock quota
allocation may well exacerbate these internal sector dynamics, leading to further
consolidation.
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. Within the inshore sector, particularly for the shoreplants proper, there has been a
degree of stability in terms of ownership of individual enterprises not seen in the
offshore sector. This has been at a time of decreasing value of product, of decreased
access to the fish resource, and increased internal competition.

J In a sense, trying to make sector social impact assessments is an attempt to talk about
the financial and overall vitality of individual corporations, some of whom have
adapted better to the current set of conditions that others. This retums to the issue
of internal variability within any given sector and subsector, and the potential effects
that allocating additional quota toward or away from that sector or subsector would
have.

. At some fiundamental level, the relationships between industry subsectors have
changed while I/O has been in place. One of the more striking differences between
sector relations between IO 1 and I/O 3 is the relationship of the shore processors to
their catcher fleets. Although individual operations vary, for the sector as a whole
there is much more commonality of ownership or coatrol of catcher vessels by
processors than previously. Vertical integration (economic entities owning interests
in more than one pollock industry sector or subsector) seems to have increased. A
social impact assessment may be of most utility if expressed in terms of whether
allocation readjustments would accelerate or counter observed ongoing dynamics
within sectors.

. While sectors may be reasonably well-defined and "stable" in terms of each other for
Bering Sea pollock, participation in other fisheries cross-cuts these sectors in a
number of ways. Aside from vertical integration, several economic entities have
interests in more than on sector. Some economic entities that are competitors in the
Bering Sea pollock fishery are cooperative in other fisheries, or vice versa (for
instance, catcher vessels that deliver pollock to motherships may be contracted to
delivery cod to catcher processors). The actual effects of a change in inshore/offshore
pollock allocation could potentially be more profound because of these "peripheral”
connections than due to the more "direct” changes in the pollock fishery itself. The
"simple” tabulation of positive and negative effects becomes very complex, because
so miuch of the information about individual entity participation in other fisheries and
the “co-dependence” of fishing participants from different sectors is lacking. '

. The creation of a separate mothership sector is not seen, in and of itself, as detrimental to the
interests of either the onshore or offshore sector. Although there were exceptions, individual
entities in both sectors thought that having motherships a separate category would not
negatively impact their operations, so long as a motherships allocation was based on their past
pollock processing history, so that other sectors did not experience a quota decrease because
of this. The relative stability of the mothership subsector in terms of percentage of TAC
processed ans the similarity in mode of operations for individual entities (variation in scale of
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operations rather than business or product mix differences) may be one of the reasons this
appears to be one of the less contentious aspects of /0.

On the other hand, it is imperative that if motherships are recategorized as inshore or made
into a separate category that it be done in a way which preserves the factors of stability which
have apparently existed since 1/0-1, or at least the recognition that such factors may be
changed by a reclassification of motherships. Those entities most likely to be motivated to
attempt to operate as motherships which are not already doing so are catcher processors and
floating processors. Floating processors at present operate in fixed locations within protected
state waters. As long as catcher processors have fished off the same quota as motherships,
they have not been motivated to emulate the mothership mode of operation. If the

. mothership quota is separated from that of catcher processors, however, less efficient catcher
processors may be tempted to compete for a portion of the mothership (or inshore) quota as
a mothership rather than a portion of the catcher processor quota as a catcher processor.
Multi-vessel operators may be more tempted by this possibility than smaller companies.
Mothership operations have exhibited the greatest degree of stability in the offshore sector
since I/0-1, and it would be ironic if 1/0-3 were to disrupt this pattern.

. There a number of issues associated with the regulatory or decision-making process that may
potentially foster, or are currently contributing to, various social impacts in the Bering Sea
pollock communities. These cannot be dealt within this work, but include:

. The inshore/offshore allocation process itself, particularly the reallocation debate, has
had negative social impacts. That is, the issue has been 2 divisive one, requiring the
devotion of considerable resources by both inshore and offshore sectors to the issue.
Further, the issue has polarized the fishing industry, and the divisiveness has had an
impact on support service sector businesses, particularly in Unalaska/Dutch Harbor.

. Individual enterprises have been making business and strategic decisions based on the
inshore/offshore environment (as well as other regulatory regimes that are currently
in place and/or hedging their bets in regard to future regulatory regimes that can be
reasonably foreseen). _

. Alaska hire issues have come to the forefront as a result of inshore/offshore issues.
Under the inshore/offshore reallacation environment, individual entities are making
more concerted and targeted efforts to hire more Alaskans than was the case in the
past. In some cases this has become confounded with issues conceming the CDQ
program and economic and community development in western Alaska.

. CDQs have become closely associated with the offshore sector. Although

inshore/offshore "neutral® at their creation, they are clearly more closely tied at
present to the offshore than onshore sector (six offshore CDQ partners, two onshore
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CDQ partners), although in some cases inshore and offshore CDQ pariners are
cooperating.

Foreign ownership is the subject of much debate among the different sectors.
Ownership patterns were not addressed in this document, but it was clear that there
has been a consolidation of control in both onshore and offshore sectors, and that
cooperative relationships, if not ownership relationships, have developed between
foreign and domestic owners to effectively achieve a degree of consolidation of
control of the fishery that was not seen at the time of earlier SIA work.

There is a also a bundle of issues centered around catcher vessels that may or may not be
related to F/O. They may be more reflective of the overall dynamics of the fishing industry,

and include:

. Decline in number of independent boats

» Difficulty in obtaining and keeping markets

. Increasing vertical integration ~ processor ownership, long-term contracts

. Decreased crew opportunities - reduced crew size, demise of replacement crew, lack

of turnover
Catcher vessels becoming integrated with processing sectors

There is a range of allocative alternatives that is being considered -- expiration of the FO program,
a rollover of the current /O management regime, or a shift of pollock allocation inshore or offshore
These considerations are not taking place within the context of a stable fishery. Changes are
occurring to the fishery as whole as well as within each of the component sectors. A consideration
of social impacts must take into account these current dynamics. In the following section we discuss
the alternatives in relationship to the existing structure and some of the identified trends of the fisher

Discussion of Range of Alternatives

Social Impacts of No Action Alternative

Expiration of /O
Preemption Issue

Sustained participation of fishing communities at risk
Alaskan communities primarily negatively affected
Seattle +/- effects
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- Social Impacts of Status Quo/Rollover of I/0: Existing Sector Trends of Change

. Roll-over alternative (status quo) will not provide a static or stable fishery as characterized
by the 1996 (baseline) year information or as it most recently operated in 1997/98. The rolt
over alternative will provide stability in the sense of the gross allocation between inshore and
offshore processors, and maintaining the same general set of conditions for business decision-
making that have been in existence since VO-1. All industry sectors are still overcapitalized,
and "internal” sector dynamics will continue to change the structure and operations of these
sectors. "External” factors such as market price and demand also will continue to affect the
industry structure and operations.

.° Increasing CV ownership/control by shore plants

. Increasing specialization of pollock CVs, decreased market adaptability or
changeability
Increasing prooessmg of Bering Sea pollock by GOA shore plants
Increasing processing of Bering Sea pollock by floating (inshore) processors
Increased consolidation of the catcher processor sector
Changing number of participating entities

. Existing trends of change within sectors
Change relative to absolute 1991 production levels

. Onshare percentage of 1991 production relatively constant (6% decline in 1996 from
1991)
’ Shore plants decline approximately 16% 1991-1996
. Floating processors 1996 production is 206% of 1991 production
. Offshore percentage of 1991 production 31% decline between 1991-1996
. Motherships decline 14% 1991-1996
* CPs as a sector declined 34% from 1991 production levels
* Surimi CPs decline 42% 1991-1996
. Fillet CPs increase 17% 1991-1996

Change as a function of percentage of yearly TAC (yearly total production)

. Onshore percentage of TAC increases from 29% to 36% of TAC, 1991-1996
. Shore plants increase from 27% to 30% from 1991-1996
. Floating processors increase from 2% to 6% from 1991-1996
. Offshore percentage of TAC decreases from 71% to 64% between 1991-1996
’ Motherships fairly stable (9% to 10%)
» CPs as a sector declined from 62% to 54% of TAC
. Surimi CPs % of TAC declined 53% to 40% 1991-1996
. Fillet CPs % of TAC increased from 9% to 14% between 1991-1996
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Change as a function of number of entities and ownership/homeport

| Onshore

Shoreplants number constant: ownership WA, location AK
Floating processors fluctuate but core operators stable in number: ownership
WA, location AK

. Offshore

Motherships constant in numbers: ownership and homeport WA (one AK in

database)

CPs

. Surimi CPs reduced from 24 to 20 entities: ownership and homeport
nearly exclusively WA -- some AK CDQ group investment (and
production declines about 42% from 1991 levels for essentially the
same number of WA-based entities)

. Fillet CPs reduced from 30 to 19 entities: WA-based from 24 to 15 for
1991-1994, remains 15 in 1996 (production decreased 41% 1991-
1994, production increased 61% for 1994-1996)

Catcher Vessels

’ Overzll as a sector, number of entities increased from 83 to 117 (40%), 19911996

When examined by size

Vessels less than 125 feet increased from 63 to 64 1991-94, then to 89 entities
in 1696

Vessels 125 to 155 feet increased from 15 to 17 to 20 in the years 1991,
1994, 1996 respectively

Vessels over 155 feet increased from 5 to 11 for 1991-1994, and decreased
to 8 in 1996

When examined by delivery patterns

Vessels delivering onshore ONLY decreased from 64 to 58 1991-1994, then
increased to 76 in 1996

Vessels delivering offshore ONLY remained at 16 for both 1991 and 1994,
and increase to 24 for 1996

Vessels delivering to BOTH onshore and offshore increased from 3 to 18 for
1991-1994, and decreased to 17 for 1996

BOTH category is an analytical construct and may structure the above data,

- as the classification does not take into account relative delivery volumes

onshore and offshore. 1994 was the first year of the three for which onshore
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and offshore seasons were of different lengths and times, so the source of
1991-1994 "changes” are unclear. 1994-1996 changes are more definitive and
were collaborated through information obtained through interviews.

When examined by vessel length

. With the exception of two medium-sized vessels in 1996, no medium or large-
sized catcher vessels delivered only to offshore processor operations.

. In 1994, 5 medium and 3 large vessels delivered both onshore and offshore.
In 1996 these numbers were 4 medium vessels and 1 large vessel.

. Small vessels increased in all delivery mode categories between 1991 and
1996 -- 44 to 55 for onshore only deliveries, 16 to 22 for offshore only
deliveries, and 3 to 12 for deliveries to both sectors.

Social Impacts and Industry/Community Links: Roflover and Significant Allocative Shifis
Inshore and Offshore

In the following discussions, per the simplifying assumptions guiding this work, “allocative shift”
refers to a change in allocative quota of the magnitude of 10 percent of the TAC. It was understood
that the discussion of social impacts would be qualitative and directed toward the magnitude and
direction of social impacts likely to be associated with a limited range of alternatives.

Alaska Bering Sea Pollock Communities

. Essentially for the purposes of social impact assessment there are five main categories of
commumities that have links to inshore and offshore sectors of the Bering Sea pollock fishery.

Commﬁnities with well developed socioeconomic ties to both onshore and offshore
sectors. This category is comprised of one community: Unalaska/Dutch Harbor.

Communities with large shoreplants that are also CDQ communities. This category
is comprised of one community: Akutan.

Comimunities that are not CDQ communities, have shoreplants that process Bering
Sea pollock, but that have no ties to the offshore sector. These are the communities
of King Cove and Sand Point.

Communities that are CDQ communities and thus have a tie to Bering Sea pollock,
but that do not have a physical presence of either the onshore or offshore sector
within their community. There are a number of western Alaska communities that fall
under this category, but the potential effects of I/0-3 on these communities was the
focus of a separate project.
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. Other Alaska communities with ties to either onshore or offshore sectors. There are
a number of other Alaska communities that have some tie to the Bering Sea poilock

fishery, but that are peripheral to the fishery in relation to the communities mentioned '

above. These would include Kodiak, were 2 very small volume of Bering Sea pollock
has been processed, and & scattering of other communities that may have ownership
or homeport ties to vessels in various sectors. Given the low level of participation in
the Bering Sea pollock fishery, these communities are not directly impacted by -
ongoing sector dynamics, although individual entities within these communities are
likely to be affected.

Unalaska/Dutch Harbor

. Fishery-based economy .
. Relatively small community by U.S. standards
. Large absolute sized economy for size of community
. In refative terms, fishery-related activities in general and pollock in
particular are centrally important.
. Growing community
» Strong links to both onshore and offshore sectors
’ Growth in support service sectors in the community attributable to both

offshore and onshore sectors
. Shipping and transhipment -- local employment and revenues
. Diverse support services — more companies than there used to be,

more different kinds of companies and services offered

Onshore Links
. Historic presence of shore plants
. Pollock processing since 1986

. Historically NOT homeport for the delivering fleet -- but more vessels
staying in community during “off seasons”

. Logistical support for floating processors

. Three large shore plants that incorporate pollock processing < trend
is for decreasing volumes of pollock but stable number of entities °

’ Employment relatively stable in relation to processing volume change

. Historically important fiscal ties to community (raw fish tax, business
tax, property tax, sales tax) -- community has been ranked first of US
ports in volume and value of fish landed since 1992 but volume
decreased each year 1993-1996 and value declined from $194 million
in 1992 to $119 million in 1996 (but tax revenue has not decreased
proportionally).
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. Rollover implications -~ if current internal inshore sector trends
continue, Unalaska shore plants will continue losing share of TAC to
floating processors and other Alaskan communities. IO rollover will
continue to protect Unalaska shore plants from preemption by the
offshore sector, but will not address these internal sector dynamics.

Offshore Links

. Relatively recent development

. Unalaska is the primary Alaskan support base for offshore sector in
Bering Sea — some reduction in entity numbers and consolidation of
ownership, and reduction in overall volume, but general organization
and magnitude of support sector not affected

. Fiscally important through relatively recent resource landing tax as
well as taxes on sales in community (especially fuef)

. Relatively few comrmnnty residents are directly employed by the
offshore sector, but since its development the Unalaska indirect or
support services economic sector has grown significantly

. Rollover implications -- there should not be significant detrimental

" effects upon Unalaska, although there may be further perturbations in
the offshore sector. Demands for support services will continue, and
offshore product will continue to be landed.

. Allocation shift inshore implications

. Net positive social impact, but Unalaska would not see the ‘full
benefit’ of an inshore increase due to internal inshore sector dynamics
(i.e., community shoreplants’ share of sector overall is decreasing in
relation to floating processors and shoreplants in other Alaskan
communities —~ individual plant throughput was widely variable has
declined in the range of 10-40% between 1991 and 1996; average
decline is 25%, with the 1996 total being 75% of the 1991 total).

. Unalaska shoreplants in 1996 processed approximately 50% of the
Bering Sea pollock processed inshore.

. Assuming a 10% shift inshore, andasaumngthemshore sector
distribution pattern remains consistent with that seen in 1996,
Unalaska plants would process 28% more pollock than they did in
1996, or approximately 97% of their 1991 aggregate total (a 5% shift

_ would bring the aggregate back to 86% of the 1991 total).

. There would likely net increase in local tax revenues, but gains
resulting from increase inshore would be pamally offset by declines in .
offshore related revenues and taxes.
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. Likely increase in local employment duration and compensation levels,
particularly at the shoreplants themselves.

. Allocation shift offshore implications

. Net negative social impact, with loss of employment compensation
and fiscal revenues from onshore related activities likely to be only
marginally offset by potential increases in offshore support activity.
It is not likely that the increases would be of a similar magnitude to
the losses seen inshore.

. Assuming a 10% shift offshore, Unalaska shoreplants would process
approximately 28% less pollock than they did in 1996, or
approximately 53% of their 1991 total (a 5% shift would result in
processing 64% of the 1991 total).

. Shorter seasons for the shoreplants would result in less total local
employment in terms of duration and compensation seasonal peaks.

Akntan

. City of Akutan encompasses both a large shoreplant and a “small village”

. Recently achieved CDQ status highlights distinction between shore plant and
the balance of the community.

. CDQ involvement with both onshore and offshore sectors

. Rollover implications - No foresecable detrimental effects on Akutan

’ Allocation shift inshore implications —~ Shift would benefit local inshore plant
providing substantiat local tax base (community and Borough). More precise
effects cannot be discussed due to confidentiality constraints on disclosing
information about an individual operation. This plant is operated by a
company that is 2 CDQ partner of the CDQ group to which the community
belongs. This CDQ group also partners with an offshore operation so if this
operation were adversely affected, the CDQ group may be as well.

. Allocation shift affshore implications -- Shift would almost certainly reduce
local plant production, with resultant decline in community and Borough tax
revenues. Catcher fleet size and employment force is likely to remain at the
same levels, but be employed for shorter periods of time.
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Sand Point and King Cove

’ Not geographically “Bering Sea communities”

+ Both are historic fishing communities with resident fishing fleets and onshore
processing capacity

. Bering Sea pollock is a relatively new fishery with no processing reported in
these communities in 1991

. Both communities have one shore plant that produces pollock and for both
plants production has increased between 1994 and 1996

. Deliveries of Bering Sea pollock to both plants are made by vessels primarily
homeported elsewhere

. Neither community has direct links to the offshore sector

’ Rollover will likely continue these trends |

. Allocation shift inshore implications -- Such a shift may well accelerate the
internal inshore sector dynamic of increased Bering Sea pollock processing in
Sand Point and King Cove relative to shoreplants in other communities.
Thus, local community and Borough tax receipts could be expected to
increase. The catcher fleet size and employment force would not be expected
to increase unless further pollock product diversification takes place at these
plants. Employment periods and seasons may expand for catcher vessels and
workers at these plants. There are no foreseeable negative impacts in these
communities resulting from such a shift.

. Allocation shift offshore implications — All other things being equal, this shift
would be expected to have no positive social impacts in these communities,
as the most likely scenario is that less Bering Sea pollock would be processed
in local plants. Howeves, because of internal differentiation within the shore
plant sector, and the coordination between one of these plants and a large
Bering Sea shore plant, it is not clear what the magnitude of negative impacts
would be. It is likely that local tax base would be reduced, along with piant
operational time and employee and catcher vessel income.
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-~ Bering Sea Pollock Fishery Community Links Qutside of Alaska

Non-Seattle Communities

. Several comrunities outside of Seattle are listed as homeports for vessels involved
in the Bering Sea pollock fishery. These are involved predominately in the catcher
vessel sector, and while the Bering Sea pollock fishery is important to individual
entities, potential allocative impacts upon the communities themselves would not be
of the nature or magnitude of potential changes likely to occur to Alaskan
communities already discussed or to the greater Seattle area.

Seattle

s Seattle is the only community outside of Alaska with weil developed socioeconomic
ties to both onshore and offshore sectors.

Large metropolitan area with diversified economy

Geographically distant from fishery

Strong links to both onshore and offshore sectors

. Logistical/organizational nexus for all sectors

* Ownership concentrated in Seattle/Washington for both harvesting

and processing capabilities
’ Employment for all sectors predominately from Seattle/Washington
{within the limits of the data)

Support service sectors in the community involved with both offshore and
onshore sectors

Absolute size of fishery involvement larger than any other community
Small relative size of fishery-related sectors to the total local economy

Corporate/ownership location for all entities (shore plant and floating
processor physical facilities located in Alaska)

Center of corporate decision making and administrative employment

80% of labor force is non-Alaskan, with a disproportionate amount of these
from the WA/Seattle area ’

Buy fish from catcher vessel fleet based predominately in Seattle area

’ Crew mainly from Seattle

. Vessels maintained and supported in Seattle

Localization

. “waterfront” activities -- mainly catcher fleet related

. shipping and secondary processing (Port of Seattle)
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. Rollover implications - onshore links appear to have been stable in this
period, and rollover should have little or no adverse effects on the Seattle
area. Individual onshore entities may be better or worse off than currently,
but overall community effects should be negligible.

. All mothership operations owned and managed out of Seattie
* Mothership labor force predominately Seattle based (Alaska employment
linked to CDQ programs may be increasing)
. CPs predominately owned!managed from Seattle/Washington state
Numbers of entities reduced
. Ownership consolidation
. Employment force predominately from Washington state (65% to
70% of employment opportunities’FTEs and 71% to 73% of gross
pay and benefits — 1996-97)
. LocahnnonofmoorageandmmntenanceinthePugetSoundarea,
especially Port of Seattle and Seattle private moorage/shipyards
. Apprmmmtelylo%ofCPprocesmgvokmpurchasedﬁ'omcatcher
vessel fleet, based in Seattle
. Rollover implications — continuation of sector dynamic
. Possible further consolidation
’ Other things being equal, vessel numbers should remain constant even
in the face of sector consolidation
. Net potential effects of rollover are sustained participation in the

fishery
. Allocation shift inshore implications (assumes motherships NOT offshore)

’ Net negative social effects resulting from significant impacts to catcher
processors and related support sectors and, to a lesser degree, affected
localities within the greater Seattle area (Port of Seattle, Ballard/BINMIC
area).

. Likely increased instability in the offshore sector. Further bankruptcies likely
(strain on local/regional support businesses, vessel likely to remain in the
fishery under new ownership).

. Overall sector employment is likely to remain nearly the same, but the overall
sector level of compensation would decrease due to shortened season length
due to the decreased quota allocation.

. Overall social effects offset to a degree by increases in Seattle-based inshore-
related entities income, Seattle-based inshore employment, and Seattle-based
expenditures and support services.
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Comparing onshore and offshore jobs in terms of compensation, let alone
other factors, is difficult. We have received limited information from
operations from all sectors, from which we can reach only imprecise
conclusions. Until better information is available, there is no way to devise a
conversion factor between onshore and offshore jobs. Conventional wisdom
is that offshore jobs can pay significantly more than onshore jobs for the same
period of time, and interview data would seem to confirm that pattem, but
good aggregated information was not available for the inshore sector. As for
structural comparisons, onshore jobs have a basic rate of pay per hour, plus
overtime, whereas offshore jobs (in general) are paid on a share basis and
have no mininmum guaranteed wage. Offshore compensation can vary widely
depending on fishing conditions, vessel performance, and market conditions.
Aggregate information that is available indicates that both labor forces are
predominately composed of Washington/PNW residents. For the offshore
sector, Washington resident employees have higher average incomes than
employees from other states; for the inshore sector Alaska residents have
higher average incomes than employees from other states.

. Allocation shift offshore implications

Net positive effects resulting from significant impacts to catcher processors
and related support sectors and, to a lesser degree, affected localities within
the greater Seattle area.

Likely increased stability in the catcher processor sector, although given the
internal variation within the sector further consolidation is possible.
Potential reduction of compensation for inshore-related jobs based out of
Seattle due to shortened seasons, and reduced support and supply serices
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Separation of Motherships from Offshore Category

Creation of separate mothership category, in and of itseif, has no apparent negative

impacts to other sectors.

. Mothership allocations divergent from their historical catch increases the
likelihood of megative impacts on other industry sectors (and linked
communities). :

. The creation of a third category of poliock allocation should not become the
impetus for additional capitalization or create opportunities for entities from
other sectors to “switch categories.” _

. Inreoogtﬁﬁonofﬂwmstabiﬁtyhthemothershipsubsector,andtoavoid
disruption of a newly created mothership poliock allocation category, the
definition of mothership should be carefully crafied so that other sector
participants cannot move between categories

Placing motherships in the inshore category could affect inshore sector dynamics such

that there could be potential positive or negative impacts to inshore sector

participants.

. Inherent differences in operations between motherships and “true” shore
plants

. Inherent differences between “fixed” floating inshore processors and
motherships

Separating mothership operations from the offshore category would make the residual

offshore category a catcher processor category.

. In the recent past there has been considerable consolidation among catcher
processors. The removal of motherships may amplify the effects of the
present and potential future consolidation.

. If consolidation should proceed far enough, some current participants have
expressed a concern about the possibility of agreements among catcher
processor operators resulting in an IFQ-like pursuit of the offshore Bering Sea

pollock fishery.
. Utilization of catcher vessels would likely decline, with negative
effects on individual entities

. Catcher processor utilization rates would likely increase, along with
the economic value of their products. :
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Qfficial Business

Apr-20-98 08:34A Rep. Austerman 2074654956

Alaska State Legislature

April 20, 1998

FAXED TO:

Anchorage Hilton
Attn: Rick Lauber, Chairman \,)-2-2'

North Pacific Fishery Management Couneil

Dear Chairman Lauber,

It is with great pleasure that we present to you a signed letter from the Alaska State
Legislature in time for distribution at the North Pacific Fishery Management Council

meeting. As you can see, the Alaska State Legislature strongly supports increasing the

inshore allocation in the Bering Sea and the status quo allocation in the Gulf of Alaska.

We have obtained the signatures of 29 members of the House and 15 in the Senate.

When HIR 55 reaches our respective floors, we will certainly have the votes for passage.

However, due to the frenzied nature of the last month of session, and the presence of
several crucial issues before us this year, time may run short.

Therefore 1 have composed this letter which should adequately serve to demonstrate the
support of the State of Alaska’s Legislature on this issue.

Sincerely,

usterman
Chair, House Special Committee on Fisheries ir, Senate C & RA Committee
Representative District 6 , Senator District C

P.01

¢ -

State Capitol
Juneau AK
G99801-1182
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* Alaska State Legislatﬁ“fe

Stare Capitol
Juneau AK
90801-1182

Official Business

April 16, 1998

Rick Lauber, Chairman

North Pacific Fishery Management Council
605 West 4® Avenue, Suite 306
Anchorage, AK 99501

Dear Members of the North Pacific Fishery Management Council,

Recent amendments to the Magnuson-Stevens Act require that fishery management
measures “take into account the importance of the fishery resources to fishing

o~ commaunities in order to provide for the sustained participation of such communities.”
Many Alaska communities are dependent upon the pollock fishery for social and
economic needs, including providing harvesting opportunities for fishing vessels,
resources for local seafood processing, employment within the communities, and tax
Tevenues.

The pollock fishery off the coast of Alaska is greatly overcapitalized. This
overcapitalization was caused by foreign owned and forejgn-built factory trawler vessels
which violated the intent of the Magnuson-Stevens Act to Americanize the harvesting of
fishery resources within the United States Exclusive Economic Zone. The season length
of the pollock fishery in the Bering Sea has been greatly reduced because of the entry of
these heavily subsidized foreign owned vessels. Alaska needs a more sustained fishery to
support its residents, its fish harvesters and its processing industry.

Factory trawler vessels have the opportunity to harvest resources from other resources
from other regions, including other areas of the world, but fishing communities of Alaska
are dependent upon the resources adjacent to their shores.

The current Bering Sea allocation of poliock will have the effect of reducing the actual
harvest share of the inshore sector of the industry and thus negatively affect the fishery
dependent communities of Alaska because of reduced harvest quotas and the lack of
mobility of the inshore fishing vessels. -
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Page Two
NPFMC
April 16, 1998

This important issue is of concem to members of Alaska’s Legislature because the
allocation by the North Pacific Fishery Management Council of pollack between the
inshore and offshore sectors of the industry in both the Gulf of Alaska and the Bering Sea

is set to expire after 1998.

The undersigned members of the Twentieth Alaska Legislature urge the North Pacific
fishery Management Council to maintain the current allocations of pollock and Pacific
cod in the Guif of Alaska to vessels that deliver to the inshore sector of the industry and
allocate a majority of the pollock resource in the Bering Sea Management Area to vessels
which deliver to the onsheore and mothership processing sectors of the industry.
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EFFECTS OF THE CVOA ON MARINE MAMMALS®

*[nsert into inshore/offshore 3 environmental assessment

National Marine Fisheries Service
Alaska Region
709 W. 6th St.
Juneau, AK 99802-1668



III. Effects of the CVOA on Marine Mammals

Natural histories of marine mammals inhabiting the Bering Sea and neighboring North Pacific
Ocean waters were summarized in the analyses for Amendments 18/23 and 38/40; by reference,
those entire summaries are incorporated here. Since the 1995 analysis for amendments 38/40,
new research information has become available on some marine mammmals (Steller sea lions,
harbor seals, northern fur seals, and killer whales) that frequent the CVOA. That new
information is summarized below. After those updates, the question of fishery impacts within
the CVOA is addressed.

A. Steller sea lion

Movements and distribution: Steller sea lions are found predominately from shore to the edge
of the continental shelf, but are not uncommon in waters several thousand meters deep. During
the breeding season (summer), adult Steller sea lions (ages 4+) are generally located near shore
and near rookeries. Juveniles (1-3 year olds) are less tied to the rookeries during summer, but are
often found at nearby haulouts. After the breeding season, sea lions may disperse widely, such
that rookeries that were populated in the summer may be vacated in winter, In the Bering Sea,
sea lions have been most often sighted over shelf waters from Unimak Pass northward and near
the Aleutian Islands. On the shelf; sightings are clustered in the southeastern Bering Sea
(including the CVOA). The sighting data, however, has not been standardized by effort and
cannot by itself be used to determine relative importance of certain areas to Steller sea lions.
Nevertheless, population distribution prior to the decline and more recent telemetry data indicate
that the southeastern Bering Sea shelf is an important foraging area for sea lions. This
information led to the designation of the Eastern Bering Sea foraging area as critical habitat.

Diet and Foraging: In 13 studies summarized by NMFS (1995), walleye pollock renked first in
importance as a prey item for Steller sea lions in 11 studies, and second in the remaining two.
Other prey consumed off Alaska were Pacific cod, Atka mackerel, salmon, octopus, squid,
Pacific herring, capelin, sand lance, flatfishes, and sculpins. Most of the prey are schooling fish,
many of which are commercially exploited. Juvenile sea lions tend to eat smaller fish than
adults. Consequently, the overlap in the size distribution of their food with commercial fisheries

may be less than that of adults.

Sea lion pups (less than 1 year old) are more restricted than aduits in their foraging range; l;oth -

vertically and horizontally (Merrick and Loughlin 1997). By their sixth month (January), pups
were able to range more than 300 km in a trip, but most of their trips offshore were brief (< 1
day), and most of their dives were shaliow (<10 m}) and short (<1 min). Insummer, adult
females with pups foraged close to shore (usually <20 km) and to shallow depths (tnost < 30 m),
while in winter, they ranged much farther (some > 500 km offshore) and dove to greater depths
(often > 250 m).

Evidence obtained from scats (feces) collected on rookeries in the Gulf of Alaska and Aleutian
Islands region indicate that pollock and Atka mackerel are important prey items for Steller sea
lions, but the evidence also indicates that diet diversity may be as important as particular prey

N



type. Memick et al. (1997) examnined scats from sites throughout the region, developed indices of
prey diversity based on those scats, and then correlated the observed diversity to population
trends at those sites. The results indicated that population trends worsened as diet djversity

decreased.

Listing status: Steller sea lions were listed as threatened under the Endangered Species Act by
emergency rule in April 1990 after a significant (-64%) decline in their population size in Alaska
between the mid 1960s (or possibly earlier) through 1989. From 1989 to 1994, the decline
continued (another 24%), with most losses in southwest Alaska (western and central Gulf of
Alaska, Bering Sea, and Aleutian Islands). The status review completed by NMFS in 1995 was

part of the process of considering a reclassification of their listing to endangered. In 1997, the
species was split into two populations (to the east and west of 144 W longitude); the status of the

eastern stock was left as threatened, while the western stock was reclassified as endangered.

Population viability: Population viability analyses (Merrick and York 1994) predict that the
western stock will be reduced to very low levels (< 10 animals) within 100 years if 1985-94
trends persist. Times to extinction were consistent when the population model used aggregate
counts on rookeries from the Kenai Peninsula to Kiska Island (63 years to extinction), or
individual trends for each of the 26 rookeries in the area (95 years). If trends from 1989-94 were
used, neither type model (aggregate versus individual rookery) predicted extinction of the
western population, but the decline would continue and could result in as few as 3,000 adult
females within 20 years, at which time individual rookeries would disappear. The results of this
modeling exercise, combined with continued declines in pups counts, prompted the Recovery
Team to recommend a change in listing status for the western population.

Counts were conducted in 1996 from SE Alaska through Attu Island in the western Aleutian
Islands. Between 1994 and 1996, the overall count at trend sites decreased by 7.8% (nonpups).
In the Aleutian Islands region, these counts were up by 1.1%, and in the eastern Aleutian Islands
the count was up by 6.6%. However, the Kenai-to-Kiska trend decreased by 4.6%.

[n 1997, counts were conducted from Kenai Peninsula through the eastem Aleutian Islands to
determine if trends observed from 1994 to 1996 continued. In the eastern Aleutian Islands, the
counts were down by 4.9% at all 40 sites counted, and 13.2% at the ten trend sites. Thus, the
most recent counts indicate that the decline is continuing.

Management Actions Taken by NMFS and NPFMC: The record of specific Steller sea lion
conservation management actions taken by NMFS and the NPFMC since the 1990 listing

includes:;

Creation of 3-nautical-mile (tuni) radius no-entry buffer zones around all sea lion
rookeries west of 150° W longitude (April 1990);

Prohibition of shooting at or near sea lions and reductions in the number of sea lions that
could be killed incidental to commercial fishing (April 1990);



Spatial allocations, and conditions on temporal allocations of pollock TAC in the Guif of
Alaska (June 1991);

Creation of year-round 10-nmi radius trawl fishery exclusion zones around all rookeries
west of 150°W longitude, and 20-nmi radius traw] fishery exclusion zones around 6
rookeries in the eastern Aleutian Islands during the BSAI poliock A-season (June 1991,
January 1992, and January 1993);

Publication of a final recovery plan for the species written by the recovery tearn for
NMFS (December 1992);

Designation of critical habitat under the ESA in April 1993 (58 FR 17181). Specific

areas designated as critical habitat were (1) all rookeries and major haul outs (where
greater than 200 sea lions had been counted, but where few pups are present and little
breeding takes place), including a) a zone 3,000 feet (914 m) landward and seaward from
each site east of 144 W longitude (including those in Alaska, Washington, Oregon and
California); and b} a zone 3,000 feet (914 m) landward and 20 nmi (36.5 km) seaward of
each site {36 rookeries and 79 haul outs) west of 144 W longitude where the population
had declined more precipitously and where the former center of abundance of the species
was located; and 2) three aquatic foraging regions within the core of the species’ range;

Splitting of the Steller sea lion species into eastern and western populations and changing
of the listing status of the westemn population to endangered (May 1997); and

Protection of forage fish from directed fishing (April 1998).

The rationale behind each management action was outlined in each Federal Register notice
announcing the action. The shooting prohibition, reduction in incidental take mortality and
creation of no-entry zones around rookeries were enacted to limit potential for direct human-
related mortality, and had only minor impact on groundfish fisheries in the BSAI and GOA.
Spatial-temporal allocations of pollock TAC in the Gulf of Alaska, and creation of trawl-
exclusion zones around rookeries were promulgated as part of the ESA Section 7 consultation for
the 1991 GOA pollock TAC specifications. In that document, NMFS reviewed and presented
data which showed that 1) pollock is a major component of the sea lion diet; 2) sea lions
collected near Kodiak Island in the 1980s were lighter, had smaller girths and thinner blubber
layers than sea lions from the same area collected in the 1970s; and 3) the poliock fishery had
become increasingly concentrated in time and in areas thought to be important to sea lions.
NMFS conciuded that the spatial and temporal compression of the pollock fishery in the 1980s in
both the GOA and BSAI could have created localized depletions of Steller sea lion prey, which
in turn could have contributed to or exacerbated the decline of the sea lion population (5 June
1991). Much of the area in which the pollock fisheries (and other groundfish traw] fisheries; e.g.,
Atka mackerel and Pacific cod) became spatially compressed is designated as critical habitat for
Steller sea lions (Fritz 1993abc). Estimated removals of pollock from Steller sea lion critical
habitat in the BSAI region have increased from between 250,000-300,000 mt from 1981-1986
(between 20-30% of total BSAI potlock landings) to between 410,000-870,000 mt in 1987-96



(35-69% of total landings). Much of this increase in pollock landings from critical habitat came
from the eastern Bering Sea foraging area, which overlaps considerably with the CVOA. The
Steller sea lion was split into two stocks based largely on genetics information (Bickham et al.
1996). Finally, certain forage fish were removed from the “other” category of the BSAI-FMP
and protected from directed fisheries, to ensure that these potential prey for marine marnmals and

other predators were not depleted.

B. Pacific bharbor seals

Harbor seals are found in all coastal areas of the GOA and are widely distributed in nearshore
habitats of the Bering Sea (Pitcher, 1980a; Calkins, 1986; Frost and Lowry 1986). They are
generally thought of as a coastal, non-migratory species, although individuals are occasionally
observed as far as 100 km offshore (Pitcher, 1980a).

Only limited information is available on the diet of harbor seals in Alaska. Pitcher (1980a; b)
reported that the harbor seal diet in the GOA was composed of at least 27 species of fish, as well
as cephalopods (both octopi and squids) and shrimp in 269 stomachs analyzed. The seven
principal prey were (in order of frequency of occurrence): pollock (21 percent), octopus (17
percent), capelin (9 percent), herring (6 percent), Pacific cod (6 percent), flatfishes (5 percent),
and eulachon (5 percent). There were some significant regional differences in the harbor seal
diet throughout the GOA. Octopus, capelin and cod were more important components of the diet
in the Kodiak area, while pollock was the principal prey in the Prince William Sound area.
Fewer data are available on harbor seal food habits in the Bering Sea (16 stomachs analyzed by
Lowry et al., 1986 from animals collected in Bristol Bay). Herring and capelin were the principal
components of the diet of harbor seals in Bristol Bay.

Little information is available on the size composition of fish in the diet of harbor seals compared
with Steiler sea lions and northern fur seals. Pitcher (1981) found that harbor seals collected
from the same area and during the same period as Steller sea lions consumed smaller pollock
{mean length of pollock ingested by harbor seals = 19.2 cm; for Steller sea lions, 29.8 cm). This
suggests a low overlap in body size between poilock harvested by the fishery and those ingested

by harbor seals.

Recent trends in abundance vary markedly for different harbor seal populations in Alaska and the
North Pacific. The central and western Gulf of Alaska stock may have decreased recently by us
much as 90% (Pitcher 1990) since the 1970s. Populations in other portions of the range may he
more stable (southeast Alaska) or increasing (British Columnbia; Olesiak et al. 1990). The decline
in harbor seals in the central and western Guif of Alaska has not been explained.

The Bering Sea stock of harbor seals was surveyed in 1991 (Bristol Bay and the northem side of
the Alaskan Peninsula), 1994 (the Aleutian Islands), and 1995 (northemn side of the Alaskan
Peninsula and Bristol Bay/Togiak NWR). The total mean count for 1991 survey was 9,324 seals.
with 797 from Bristol Bay and 8,527 from the north side of the Alaskan peninsula (Loughiin
1992). The sum of the mean counts from the 1994 Aleutian survey was 2,056 (NMFS
unpublished), yielding a total mean count for all three areas of 11,380. The 1995 counts were



7,785 (cv = 0.044) for the northern side of the Alaskan Peninsula, and 955 (cv = 0.071) for -~
Bristol Bay. These numbers indicate a decline of harbor seals in this area of about 40% since the -

1970s.
C. Northern fur seals

The northemn fur seal is a migratory species, returning to the Bering Sea (both Pribilof Islands and
Bogoslof Island) in sunmer to breed. For the remainder of the year, fur seals are distributed
throughout the North Pacific Ocean. From May to December, seals forage in and transit through
the CVOA and, during August and September, this region is particularly important for pregnant
and lactating females, juveniles and departing adult males. Recent studies of fur seal pup
migration indicate that newly weaned migrating pups move through and may reside in the CVOA
during the period from November to February (Ragen et al. 1995).

The most recent estimate for the number of northern fur seals in the North Pacific Ocean is
approximately 1,000,000, down approximately 20% from the 1.25 million estimated in 1974, and
perhaps as much as 60 % from the numbers observed in the early and mid 1950s. Since a short

period of apparent increase in the early 1970s, counts declined sharply in the late 1970s and then

began to stabilize in the 1980s. Northern fur seals are listed as depleted under the MMPA

because the population has declined to less than 50% of the estimated size in the 1950s. The St.

George population, which is closest to the CVOA, declined until approximately 1990 and stayed

at about the same level until 1996, when it showed a moderate increase. The larger St. Paul

Island population has been stable since 1980. !

Important known sources of mortality over the past four decades include direct killing and
entanglement in marine debris. From 1956 to 1974, over 300,000 aduit females were killed in
land-based and pelagic harvests. Many of those females had nursing pups, which also must of
succumbed from starvation. The killing of these animals accounts for a large portion of the
decline observed in northem fur seals after the mid 1950s (York and Hartley 1981). When the
harvest was ended, the population appeared to start a recovery in the early and mid 1970s, but
then declined further into the 1980s and eventually reached a period of apparent stability at a
much reduced level. One possible (partial) explanation for the continued decline in the late 1970s
and 1980s is mortality from entanglement in marine debris associated with commercial fishing
(Fowler 1985; Fowler et al. 1994). Entanglement monitoring programs conducted on the Pribilof
[slands throughout the 1980s and 1990s have found that trawl netting is a significant component
of entanglement debris found on northern fur seals (Fowler et al. 1994). While harvests of
females and entanglement in fishing gear have contributed to the decline in the size of the
population since the 1950s, there is also evidence that the carrying capacity of the North Pacific
and Bering Sea for fur seals changed substantially in that period (NMFS 1993). The apparent
change in carrying capacity may reflect a natural oceanographic phenomenon, or the impact of
intense fishing, or both.

The diet of the northern fur seal in the GOA and the Bering Sea has been studied at least since
the mid 1950s and has been summarized by Kajimura (1984) and Perez and Bigg (1986). In -~
1,800 stornachs from fur seals collected in the Bering Sea from 1960-1974, pollock was a '



principle prey species, but it occurred in less than 25% of the samples (Kajimura 1984, Perez and
Bigg 1986). In contrast Sinclair et al. (1996) found that juvenile walleye pollock were present in
approximately 80% of fecal and gastrointestinal samples obtained from the Bering Sea between

1981 and 1950.

in the GOA, data exist for the months of February-July, and indicate a varied diet composed
primarily of herring, Pacific sand lance, capelin, squid and pollock. In the Bering Sea, data exist
for the months of June-October, and also reveal a varied diet of sinall schooling fish and squid.
Pollock composed a larger percentage of the diet in the Bering Sea (35% of diet volume) than in
the GOA (5%) and Atka mackerel comprised between 10-20 percent of the diet in the Bering Sea
during June. Foraging occurs to depths up to 200 m over both shelf and pelagic waters
(Kajimura 1984; Loughlin et al. 1987; Gentry et al. 1986; Goebel et al. 1991).

The data for northern fur seals, although obtained primarily from females, suggest that they
ingest smalier fish than Steller sea lions. Perez and Bigg (1986) reported that fur seals collected
in the North Pacific Ocean ingested primarily 1-2 year-old pollock (total range of 4-40 cm; n=
1,721 pollock from 71 stomachs). Sinclair et al. (1994) reported that juvenile pollock (especially
0- and 1-year-old fish) are the principle prey of lactating fur seals. In addition, the relative
strength of pollock year classes is reflected in the fur seal diet, so that pollock from strong year
classes show up with markedly higher frequency as the year class ages (Sinclair et al. 1994). The
largest fish consumed by northern fur seals in the collections of Perez and Bigg (1986) (n > 3,000
fish) was a 41-cm salmon. Pollock and Atka mackerel fisheries primarily catch fish (target
species) larger than 30 and 35 cm, respectively (Hollowed et al. 1991; Lowe 1991; Wespested
and Dawson 1991). Consequently, the overlap between fisheries takes and the preferred fish
sizes of northern fur seals may be low, a conclusion also reached by Swartzman and Haar (1983).

D. Killer Whales

One of the most common marine mammal/fishery interactions in the Bering Sea is between
longline fishing vessels (particularly those targeting on sabiefish or Greenland turbot) and kuller
whales. While this proposal does not deal with longline vessels, it should be noted that the area
where interactions are most frequent is 2 triangular-shaped area from Unimak Pass to the Prib:lot
Islands to Seguam Pass, much of which also overlaps with the CVOA (Yano and Dahlheimn
1995.) The shelf edge from Unimak Pass to the Pribilof Islands also has a preponderance ot the
killer whale sightings in the platform of opportunity sighting data, particularly in May-Decener.
but the preponderance may simply reflect the distribution of sighting effort. Interactions between
killer whales and trawlers have not been as frequent as with longliners in the area. Killer whale
populations off Alaska are thought to be stable, and they probably number in the many hundreds
of animals, not in the many thousands. This estimate is based on sighting information and
surveys conducted in the 1980s, and replicate surveys conducted in 1992 and 1993 by NMFS.

E. Effects of the CVOA and 1998 allocation alternatives on marine mammals

Walleye pollock comprises the largest portion of groundfish occurring in the Bering Sea.
Pollock is consumed by marine fishes (including cannibalistic pollock), humnan fisheries, marine



birds, and marine mammals. The availability of pollock to these consumers depends on the size
structure of pollock populations, their areal and temporal distributions, and the areal and ~
temporal distribution of the consumers. The amount of pollock taken by each consumer type

must vary annually, but Livingston (1993) estimated that marine fishes consumed the largest

portion (principally ages 0-1), followed by human fisheries (age 3+), marine birds (ages 0-1), and
marine mammals (ages i+).

The amount of pollock taken by fisheries is determined by a complex stock assessment and TAC-
setting process that uses the best available commercial and scientific information on both the fish
stocks and the fishery. TAC-setting is done conservatively, in recognition of the fact that
maintenance of a healthy ecosystem requires allowance of unfished biornass sufficient to support
other consumers (e.g., marine birds and mammals). In addition to the conservative TAC-setting
process, several management strategies are used to disperse the fishery and minimize the
possibility of localized depletion of pollock. These strategies are 1) areal and 2) time closures.
The aim of such closures is to prevent the fisheries from becoming too condensed in time or
space, which could deplete the local abundance of pollock to the detriment of local consumers.
The CVOA and associated allocation regimen was originally established as a mechanism for
limiting competition between inshore vessels and offshore factory trawlers. By limiting fishing
of the offshore sector in the CVOA, management effectively distributed fishery catch over a
wider area and therefore benefitted not only the inshore sector, but also marine birds and

mammals that forage in the CVOA.

The CVOA encompasses waters known to be important for Steller sea lions and northern fur [~
seals, and likely to be important (at least in part) for harbor seals. The CVOA also overlaps
considerably with the eastern Bering Sea foraging area designated as part of Steller sea lion

critical habitat in 1993. Given the endangered status of the western population of Steller sea

lions, the impact of fishing within the CVOA or within Steller sea lion critical habitat is a matter

of considerable management concern. Although the diet and foraging patterns of Steller sea lions
cannot yet be fully described (but see Merrick et al. 1997, Merrick and Loughlin 1997), Steller

sea lions are known to consume pollock and pollock may be their most important prey item in the
CVOA.

Based on conservative measures incorporated into the TAC-setting process and time/area
dispersion of the fishery, pollock catch in the CVOA region is not expected to compromise
foraging of Steller sea lions or other marine mammals. However, certain allocations schemes . -
under consideration could lead to greater proportional removal of pollock from the CVOA (and
from overlapping critical habitat), and such removals could compromise foraging success of local
marine mammal populations. Given the current understanding of foraging patterns by these
marine mammals, it is not possible to demonstrate, with certainty, that these species compete
with fisheries for pollock. Nevertheless, changes in allocation that increase the proportional
catch from the CVOA region could only increase the probability of such competition and
detrimental impact.

Such impact could be exacerbated given the recent (1994 to 1997) 81% decline in the summer f__\
CVOA pollock biomass estimate, and the recent (also 1994 to 1997) tripling in summer pollock



harvest rates by the fishery in the CVOA. Various alternatives could affect potlock availability
in the following manner. First, increases in the onshore sector’s allocation could lead to greater
pollock removals from the CVOA during the A-season and B-season unless otherwise
constrained. Second, exclusion or reduction in participation by any of the participants from the
CVOA during the A-season would decrease pollock removals from the CVOA. Third, the effect
of B-season pollock removals from the CVOA under the No CVOA altemative is difficult to
predict and depends on the scenario to distribute offshore distributions during the season. If both
the offshore vessels and motherships are excluded, then reductions in CVOA. B-season removals

of pollock are likely.

Increases in pollock fishery removals from outside of the CVOA would tend to increase catches
of small, young pollock (< 40 cm in length). Growth of pollock is slower to the north and west
along the outer shelf in the eastern Bering Sea (Wespestad et al. 1997). Therefore, while more
smaller pollock may be caught, many of these would be in the same yearclass as those caught to
the southeast in the CVOA. Also, age 1-3 pollock tend to be distributed more to the northwest
than to the southeast in the Eastern Bering Sea, and actions which would increase effort in these
areas would lead to greater removals of juvenile pollock. However, selectivity of age 1 and 2
pollock by the fishery is very low (5% or less; Wespestad et al. 1997). On the average, poliock
fisheries in the eastern Bering Sea have caught only about 2% of the 2-year-old pollock each
year, and catches increase relative to abundance. So, while increases in effort north and west of
the Pribilof Islands would lead to higher catches of young pollock, it is not expected that this
would significantly effect yearclass size of pre-recruit pollock. Nor is it expected to affect the
availability of pollock to sea lions particularly since catches would be in areas outside of critical

habitat.
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BERING SEA POLLOCK COMMUNITY LINKS: SEATTLE

“Seattle” as used in this section refers to the greater Seattle area, and is not confined to the port or
municipality of Seattle, except where specifically noted. As is clear from a consideration of the
individual sector profiles, Seattle, in one way or another, is engaged in all aspects of the Bering Sea
pollock fishery. While Seattle itself is quite distant in geographic terms from the harvest area of the
fishery, it is the organizational center of the industrial activity which comprises the human
components of this fishery. More accurately, specific industry sectors based in and/or linked to
Seattle (or, in some cases, specific geographic subareas within Seattle), are “substantially engaged
in” or “substantially dependent upon” the Bering Sea pollock fishery.

Overview: Seattle and Social Impact Assessment Issues

What makes Seattle an analytic challenge, in terms of a socioeconomic description and a social tmpact
assessment directly related to the Bering Sea pollock fishery, is its scale and diversity. Seattle’s
relationship to the Bering Sea pollock fishery is a paradox. When examined from a number of
different perspectives, Seattle is arguably more involved in the Bering Sea pollock fishery than any
other community. One example is the large absolute number of “Seattle™ jobs within the Bering Sea
pollock fishery compared to all other communities, whether counted in terms of current residence,
community of origin, or community of original hire -- setting aside, for the moment, where the jobs
are actually located. On the other hand, when examined from a comparative and relativistic
perspective, it could be argued that the fishery is less important or vital for Seattle than for the other
communities considered. Using the same example, the total number of Bering Sea pollock fishery
related jobs in greater Seattle compared to the overall number of jobs in Seattle is guite small, in
contrast with the same type of comparison for the much smaller Alaska coastal communities. The
sheer size of Seattle dilutes the overall impact of the Bering Sea pollock fishery jobs, whereas in
Alaskan communities such jobs are a much greater proportion of the total employment in the
community — setting aside, for the moment, the consideration of whether those jobs are filled by
‘residents.”

As is also clear from the sector descriptions, while all sectors are tied to Seattle in one way or
another, the magnitude and nature of these ties varies considerably between sectors. It is through -
these ties, and how they are manifested in Seattle, that we will examine the role of the community in
the Bering Sea pollock fishery. That is to say, the overall size and complexity of Seattle precludes
its comprehensive description and analysis in terms of potential social impact effects of the allocative
alternatives for inshore/offshore-III. While it was possibie, and desirable for analytic purposes, to
include some brief community level description for the Alaska coastal communities in this document
so show the relative ‘engagement’ or ‘dependence’ on the fishery, for Seattle this type of comparison
tends to understate the importance of the Bering Sea pollock fishery for particular sectors or
subareas. To avoid losing the importance of the fishery in the ‘noise’ of the greater Seattle area, the
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potential reallocation effects will instead be evaluated in terms of Bering Sea pollock fishery industry
sectors and their linkages to Seattle.

The precise nature of the relationship between a given sector and the Seattle area varies from sector
to sector, and a primary function of this section will be to examine sector specific information in such
a way that, in combination with some additional information on the area itself, the potential effects
of the allocative alternatives upon Seattle can be estimated. Attention will focus on three main areas
for each sector ~ employment patterns, expenditure patterns, and concentration or localization in the
Seattle area. These discussions will, to a large degree, be qualitative in nature and will vary in terms
of detail, as systematic quantitative information was not available at the time of this study. Where
quantitative information was provided by individual entities, this information will be incorporated to
the extent that confidentiality considerations allow. We will also be able to supplement the discussion
of the geographic ‘footprint’ of the fishery in Seattle through the use of information supplied by the
Port of Seattle, as well as information from some earlier planning studies by the City of Seattle
relevant to the concentration of fishery related industry within the metropolitan area.

That is, there are (at least) two ways to approach a discussion of the localization of fishing activity
in general, and Bering Sea pollock fishery activity in particular, within the Seattle area -- through a
focus on port activity and organization, and through a more general historical/geographical
(neighborhood or community) focus centered around fishermen, fishing activities, and marine support
businesses. The first has the advantage of being well-defined, but is totally industry focused, and
fishing-related activities comprise only a small postion of total activity and are not an easily
‘isolatable’ component using existing information. The second, generally corresponding to the
common identification of Ballard and its environs with Seattle’s fishing community, would
incorporate much more of the overall social organization of fishing activity, but is very difficult to
define and characterize within an overall economic and social context as large as Seattle’s.

We have compromised in this document by briefly discussing the Port of Seattle in regard to the
Bering Sea pollock fishery and a cursory history and characterization of Ballard within the content
of greater Seattle. This is followed by a sector-by-sector discussion of linkages to Seattle Tt
section concludes with a discussion of the issue of providing a perspective from the ‘community side”
of the links which first overviews the fishery from the community context, and then focuses on fishen
related industrial areas.
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The Seattle ‘Geography’ of the Bering Sea Pollock Fishery

In this section, we discuss locational issues with respect to the Seattle area and the Bering Sea
polleck fishery. Here we divide the discussion into two components: the Port of Seattle and the
community of Baflard. Each provides a different and useful perspective on the Seattle
social/socioeconomic ties to the fishery.

The Seattle Geography of the Bering Sea Pollock Fishery: The Port of Seattle

Our use of “Seattle” in a regional way notwithstanding, one of the most obvious possible ways to talk
about the localization of the fishing economy in Seattle, and the concentration of potential social
impacts of allocative alternatives in the Bering Sera pollock fishery upon Seattle, is in terms of the
Port of Seattle. Another would be to attempt to discuss these same topics in terms of the fishing
identity of the neighborhood of Ballard. Neither is a straightforward task, but the first is much more
possible than the second, given the practical limitations on the availability of data attributable to the
Bering Sea pollock fishery specifically. Further, the port is well defined as an institutional entity,
whereas Ballard as a community is not. However, it will be possible, because of recent City of Seattle
planning efforts for an area called the Ballard Interbay Northend Manufacturing Industrial Center
(BINMIC) which essentially combines fisheries-related geographical components of the Port of
Seattle and the Ballard neighborhood, to discuss Ballard to some degree.

The Port of Seattle is separate from the Municipality of Seattle, and is an economically self-
supporting entity. Besides its direct revenues, it receives 1 percent of the property tax collected in
King County, but with a cap on funding not to exceed $33 million a year. In turn, all port revenues
are charged a 12.4 percent tax, which is split between the city of Seattle and the state of Washington
(in lieu of property tax). The Port's charge is the development of infrastructure that will support local
and regional economic activities, especially in cases where the rate of return on investment in that
infrastructure may be too low (although still positive) for the private investor. Such development
contributes to the overall economy of the region through synergistic and multiplier effects.

The Port of Seattle includes not only marine facilities but the airport as well. The Port publishes
various reports on their activities, but most are either too general for our purposes or far too specific.
The Marine Division of the port tracks economic activity by general service area - container terminal,
cargo piers and industrial properties, central waterfront piers and property, warehouse and
distribution operations, Shishole Bay Marina (recreational moorage), and Fishermen’s Terminal Pier
and property. None of this information is organized so that expenses and revenues attributable to
fishing activity (let alone specific fisheries such as the Bering Sea pollock fishery) can be aggregated
and assessed - although projects now underway will, in the future, provide such information to a
greater degree than at present. Given this lack of breakout documentation, most of our information
on the nature and magnitude of the importance of the Bering Sea pollock fishery for Port of Seattle
came from talks with the Director of Marine Operations for the port.
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The port's marine facilities occupy an extensive area, but can generally be characterized as the Ship
Canal-Ellioit Bay areas. The Director of Marine Operations estimated that Bering Sea related fishing
activity generates port revenues of $1,000,000 to $2,000,000 a year. Facilities, and the degree to
which they are connected with fishery activities, were identified as follows:

’ Fishermen's Terminal (Ship Canal) -- an estimated 10 percent of its revenues (roughly
$2,000,000 for all fisheries per year) were judged to result from catcher processor operations,
and an additional 10 percent from catcher vessel activity associated with Bering Sea fisheries
(not just pollock);

v Pier and Terminal 91 (North Elliott Bay) — used extensively by catcher processor fleet, and
long-term moorage for American Seafoods catcher processor fleet, and provides the bulk of
the port's revenue derived from the Bering Sea pollock fishery, through moorage and other
fees. This facility also caters to ferries, a tug and barge company, an auto importer, apple
exports, and cold storage facilities;

. Central waterfront (mid-Elliott Bay) piers are not so fishery related, although they are
sometimes used by larger vessels (Pier 48, Pier 66, Pier 69);

. Pier 25 (East Duwamish Waterway, south Elliott Bay) -- permanent moorage for the Ocean
Phoenix mothership, but also used for catcher processor offloading, has cold storage facilities
to hold product for transhipping, and a small surimi plant is located there;

» South end in general (Duwamish manufacturing and industrial center) -- has some fisheries
related activities (such as cold storage facilities) but is more oriented to cargo operations and
other industrial activities.

The summary conclusion is that fishing-related activities take place throughout the port, but are
concentrated in the Fishermen's Terminal and Pier 90/91 areas. Of primary importance for fishing
activity, and especially for larger vessels, is the availability of suitable moorage. Much of this
moorage is supplied by the port (discussed below), in an aggressive response to the demand from the
fishing fleet. The initial development of Fishermen's Terminal thirteen years ago was because of the
perceived need for more moorage for larger vessels involved in the distant water fisheries. Two years
ago an additional $25,000,000 was spent on Fishermen's Terminal work. A substantial portion of Pier
91 has also been rebuilt, with the remainder scheduled to be rebuilt at a cost of an additional -
$60,000,000.

The Seattle Geography of the Bering Sea Pollock Fishery: The ‘Community’ of Ballard
Today the term ‘Ballard’ represents a loosely defined geographical neighborhood of northwest

Seattle. There is no geographically standard area for which various sorts of comparable information
exists. Nonetheless, the area does have a geographical identity in peoples’ minds and, together with
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Magnolia and Queen Anne, has its own yellow pages telephone directory (published by the Ballard
and Magnolia Chambers of Commerce). The following brief section is based predominately on
information from the Ballard Chamber of Commerce (1998), Reinartz (1988a, 1988b, 1988c, 1988d),
Hennig and Tripp (1988), and McRae (1988).

Fishermen’s Terminal on Salmon Bay is recognized as the home of the Pacific fishing fleet, and has
been characterized as the West Coast’s “premier homeport.” Fishermen’s Terminal (Salmon Bay
Terminal) in turn has often been identified with Ballard -~ formerly a separate city (incorporated
1890) annexed by Seattle in 1907. Until the construction of the Chittenden Locks and the Lake
Washington Ship Canal, opened in 1917, Salmon Bay Terminal was confined to relatively small
vessels, but was the focus of a developing fishing fleet. Once the area was platted and incorporated
it quickly attracted settlers and industries desiring or dependent upon access to Puget Sound. The
timber industry was the first to develop, due to the need to clear land as well as the value of the
timber that was available. By the end of the 1890s Ballard was a well established community with
the world’s largest shingle manufacturing industry, as well as developing boat building and fishing
industries. By 1900 Ballard was the largest area of concentrated employment north of San Francisco.

Ballard effectively blocked the expansion of Seattle to the north, and court decisions had given Seattle
control over Ballard’s fresh water supply, with the result that Ballard became part of Seattie in 1907.
At that time the community had 17 shingle mills, 3 banks, 3 saw mills, 3 iron foundries, 3 shipyards,
and approximately 300 wholesale and retail establishments. The Scandinavian identity of Ballard
developed at or somewhat before this time. In 1910, first and second generation Scandinavian-
Americans accounted for 34 percent of Ballard’s population, and almost half of Ballard’s population
was foreign-born. Currently, less than 12 percent of the population is of Scandinavian descent, but
the cultural association remains pervasive.

Ballard’s economy continued to develop and diversify, but remained fundamentally dependent on
natural resources, and especially timber and fishing. In 1930 the Seattle Weekly News reported that
200 of the 300 schooners of the North Pacific halibut fleet were homeported in Ballard,
demonstrating not only the centrality of Ballard but the long-term importance of distant water
fisheries to Seattle fishermen. In 1936 the Port of Seattle built the need for a new wharf at the
Salmon Bay terminal, and in 1937 a large net and gear warehouse was scheduled for construction
there. The evolution of North Pacific fisheries, and the role of Seattle vessels in that history, wnll not
be traced here as it should be reasonably familiar to readers of this document.

What is important to recognize with respect to the present analysis is that in some ways Ballard is
considered a ‘fishing community within’ Seattle. While this has historically been the case, when
examined with specific respect to the Bering Sea pollock fishery, the area cannot cleanly be
considered a “village within a city.” While there is a concentration of multigeneration fishing families
within the area, the ‘industrialization’ of the Bering Sea pollock fishery, this has tended to disperse
the ties of the fishery throughout the area. While support service businesses remain localized to a
degree (as discussed in another section below), there would not appear to be a continuity of
residential location that is applicable to the Bering Sea pollock fishery that is consistent with, for
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example, the historic halibut fishery. It is also important to keep in mind that the Bening Sea pollock
fishery is a relatively ‘new’ fishery (when one thinks in terms of fishing generations) and this has a
marked influence on the specific Bering Sea pollock fishery ties to the historic centers of fishing
within Seattle. This ‘community within the community’ issue is not straightforward due to the
complex nature of historical ties, continuity of fishing support sector location through time, changes
in the technology and methods of fishing, and the industrialization of the fishery, but clearly Seattle
represents 2 different pattern of co-location of residence and industry with respect to the Bering Sea
pollock fishery than that seen in the relevant Alaska communities.

Seattle and the Links to Specific Bering Sea Pollock Fishing Sectors

In this section we provide a perspective on the links between Seattle as a community and the relevant
individual sectors of the Bering Sea pollock fishery as described in other sections of this report. This
type of information is specifically intended to portray the dynamic relationship of Seattle to all of the
relevant sectors, and discuss the nature and degree of variation between sectors.

Seattle and the Inshore Processing Sector

Included in this discussion are floating processors and shoreplants. We have only limited information
for the former, and because of their limited numbers face confidentiality constraints in any event.
Thus, floating processors are discussed only briefly as a2 separate class, while shoreplants are
discussed at greater length.

Floating Processors

All floating processors with a significant participation in the Bering Sea pollock fishery for 1991,
1994, or 1996 were managed and operated out of Seattle. Their relative share of the total amount
of Bering Sea pollock processed in those years increased from 2 percent to 6 percent, while the
number of operations varied little in terms of absolute number of participants (and the larger
operations appear in all three years data). While moveable in theory, Bering Sea pollock floating
processors tend to operate in relatively fixed locations in Alaskan state waters, outside of
incorporated city and organized Borough boundaries. They thus have minimal interaction with local
Alaskan communities and can be characterized as true industrial enclaves. As noted in the inshore
sector profile, they employ relatively few Alaska residents, another potential measure of local
community or at least state labor force interaction. This, along with the fact that these operations are
supported out of the Seattle area (with some logistical support in Unalaska/Dutch Harbor, and
marked reliance on air transportation links to the community), would appear to reinforce the overall
ties of this subsector to Seattle as opposed to the Alaska communities closer to their areas of
operation.
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Shore Plants

All shore plants which process Bering Sea pollock are located in Alaska, but all have multi-level ties
to Seattle. All are administered from corporate headquarters in Seattle, which is the center for
corporate and financial services. Thus, Seattle is the community where business decisions are made,
or at least deliberated, for the Alaska shore plants (setting aside, as for other sectors, the complicating
issue of degrees foreign ownership that vary by entity). This distinction should not be carried too far,
however, as plant managers resident in the communities clearly have a role in corporate decision
making, and executives based in Seattle also spend time in the Alaska communities where their plants
are located. Nonetheless, the role of ‘Seattle’ in the decision making process, and the profound
influence that process has in the Alaska shoreplant communities, is well recognized in the
communities themselves. With the maturing of the fishing industry, the growth of local infrastructure
and support services, and the overall changes in Unalaska/Dutch Harbor it is no longer common to
hear people express their recognition of the strong industry ties between Unalaska/Dutch Harbor and
Seattle by saying that in some respects Unalaska is a ‘suburb of Seattle’ as was not uncommon in the
mid-1980s. The center-periphery relationship is perhaps more complex than ever for this sector.
Seattle is the center of corporate operations; Unalaska/Dutch Harbor is the center of processing
operations and the interdependencies are many and complex.

In addition to being a decision making and important administrative support community for the
shoreplants, Seattle also is the location of some direct employment associated with the shore plant
companies. While administrative shore plant sector employment in Seattle consists of relatively few
jobs compared with positions at the plants themselves, the Seattle component has a greater proportion
of upper compensation range jobs.

Physical plants for secondary processing are located in the Pacific Northwest, other parts of the
country, and overseas. Some have direct business operation connections with primary processors
{both onshore and offshore). This part of the industry has very wide geographical distnbution.
however, and was not the object of any research effort.

The day-to-day management of the labor force of shore plants in Unalaska/Dutch Harbor tends to
consist of year round community residents (though these individuals were initially recruited from
elsewhere). Managers of other shore plants tend to maintain homes outside of Alaska (many n the
Seattle area), even though most spend most of their time in Alaska and may well qualify as Alaskan
residents.

The bulk of the labor force for shore plants consists of the maintenance/support and the processing
crews (although the two may well overlap). The former tends to be employed on a more year-round
basis, and thus tends to be more of an Alagka resident labor force. The latter tends to have a higher
turnover and, with a significant percentage of the workforce still coming from the PNW and the
greater Seattle area in particular, employment ties to Seattle are still important for Bering Sea
community based operations. As discussed in the sector profile, for the sector as a whole in 1996,
non-Alaskan employees accounted for approximately 80% of the total workforce, but this figure
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varies widely by plant, with the range encompassing less than 10% to almost 40% of the workforce
being Alaska residents of any one operation. While it is important to recall that there are significant
differences between ‘residence’ and the location of jobs, as discussed in the inshore sector and Alaska
communities section, there are impacts derived from the physical location of jobs more or less
independent of the formal residency status of the worldorce. The following two tables (Tables *SE-1
and *SE-2) provide information on the relative contribution of the shoreplants to the Alaska and non-
Alaska employment pools. While specific break-outs are not available, it may be safely assumed that -
the bulk of the non-Alaska jobs come from the PNW region, and a disproportional number of those
from Washington state and the greater Seattle area.

Interviews with processing personnel conducted for the 1994 SIA would indicate that a not
insignificant portion of the wages paid to workers in Alaska plants were used to help support
extended families outside of the region. While quantitative data do not exist regarding this type of
wage flow, it is one more indication (particularly given a general knowledge of the industry) of the
ties between the shoreplants and Seattle (and the greater West Coast area).

In terms of support services for the shore plants, Seattle would appear to play a similar role for the
shoreplant sector as it does for several of the other sectors, in nature if not in relative magnitude.
Shoreplants do purchase goods and services in their ‘host communities’ but this is highly variable by
plant and community. Unalaska/Dutch Harbor has the highest degree of development of local
support services, but it is still the case for this community that materials and supplies needed for the

Table *SE-1 ' H

Alaska Residents as Percentage of Total Workforce
Bering Sea Shoreplants: 1991, 1994, and 1996
by Individual Entity and Sector Total
1991 1994 1996
Entity Alaska Non-AK Alaska Non-AK Alaska Non-AK
Resident Resident Resident Resident Resident Resident
|| A 19% 31% 8% 92% 8% 92%
B 24% 76% 22% 8% 24% 76%
c 22% 78% 18% 72% 17% 83%
D 21% T9% 23% T7% 26% T4%
E 31% 69% 6% 64% 39% 61%
Total Sector 20% B0% 19%% 81% 20% 80%

Source: Data derived from NPFMC provided figures for quarterly employment. Quarterly employment figures per
year were summed and then percen derived from summed fi, .
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Table *SE-2
Employment Summary, One Bering Sea Pollock Shoreplant
Percentage of Alaska Resident Employees
and Percent of Total Wages Paid to Alaska Residents, 1990-1998

Year % Alaskan Employees % of Total Wages AK Residents "
1990 29.08% 45.73%
1991 24.07% 44.68%
1992 19.40% . 42.43%

1 1993 2027% 43.07%
1594 22.74% 43.90%
1995 31.40% . 45.88% I
1996 22,69% 48.27%
1997 16.37% 33.19%
1998* 19.96%* 29.58%*

1998 Figures are for 01/01/98 through 02/21/98 oniy.

Source; Constructed from confidential employment figures, specific [unnamed] Unalaska/Dutch Harbor-Akutan
lant.

operation of the plants are not manufactured locally, and a great deal of these are shipped out of the
Seattle area, given that Seattle is both the headquarters of the individual companies and the nearest
major port in the Lower-48.

In terms of expenditure patterns for the shore plant sector in relation to the Seattle area, there are
several main areas to consider. First, the shore plants buy fish from the catcher vessel fleet and, as
detailed in the sector profile for the CV fleet, the fleet is primarily based in Seattle and the PNW,
While there has been a considerable shift in ownership patterns with respect to shore plants as a
sector, with processing entities coming to own and/or control a considerable percentage of their
delivering fleets, interview data would suggest that there has not been a dramatic shift in employment
patterns for crew members. That is, while the locus of ownership may have changed, the patterns of
employment have not appeared to do so, with most of the crew members and skippers coming out
of the Seattle and PNW area. (How ‘home port’ has changed is 2 more complex issue, and is
addressed in the CV sector profile.) This being the case, crew compensation as a function of shore
plant expenditures for Bering Sea pollock disproportionately accrue to Seattle and the PNW as a
region. Second, expenditures for support services would appear to be primarily directed toward the
Seattle/Pacific Northwest area. Third, corporate finances would appear to flow through Seattle, so
the community would derive economic benefits from these transactions. In short, shoreplant
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expenditures could not be seen as having no significant impact on Seattle when examined on a sector
basis. The localization of such expenditures within Seattle is less clear.

In terms of fiscal impacts to Seattle, clearly the differences of scale between Seattle and the Alaska
shoreplant communities make a great difference in relative significance of the sector. Beyond this,
there are different types of fiscal inputs/taxation relationships between the companies and
communities based on were the actual ‘work’ or “industry’ of processing takes place. In the shore
plant communities themselves, the plants, as described in the Alaska communities discussion, provide
a basic fiscal underpinning for local government in the form various business, property, sales, and fish
taxes. Seattle, not being the ‘industrial’ center of the processing has a different relationship to the
industry.

Seattle and the Mothership Sector

Motherships, as a sector, have strong ties to the Seattle area. As noted in the mothership sector
description itself, all three Bering Sea pollock mothership operations are headquartered in Seattle,
and the motherships themselves are managed and supported principally out of Seattle. Hiring is done
from Seattle and, while we have no statistical breakdown of the mothership labor force, most come
from the lower-48 and most are reportedly from the Pacific Northwest,

Given that the operations are headquartered in Seattle, the community acts as a corporate center for
this industry sector, in terms of corporate and financial services support. There are a few
administrative/office positions for each company in Seattle, but these account for less than 10% of
the workforce in every case, even at the low end of operational range staffing aboard the vessels.

In terms of fiscal impacts to communities, like catcher processors, motherships are subject to the
resource landing tax in Alaska, so they have come to have a different fiscal relationship to Alaska
communities in recent years in contrast to earlier years. Individual operations vary in the location and
number of offloads, so there is variability between operations in this regard, but motherships in
general appear to offload fewer times in Alaskan communities than do catcher processors. At least
one is reported to sometimes take product directly to Japan, and all report taking their “last load” to
a non-Alaskan port.

The catcher vessel fleet for motherships tends to have Seattle owners and to be maintained in the -

Seattle/Pacific northwest region. Some vessels have California or Alaska owners, or may have some
connections with Oregon. Regardless of ownership or “homeport” designation, many of these
catcher vessels normally remain in Alaskan waters between the pollock “B” and pollock “A” seasons
unless there is a compelling reason for them to go to Seattle. Those mothership catcher vessels with
Pacific whiting permits have an incentive to go south after the pollock “A” season, and those from
that region are those most likely to have such permits, and they will normally schedule maintenance
calls in Seattle during this period. Mothership catcher vessels do participate in more fisheries than
does the mothership itself, but Bering Sea pollock is their most important fishery.
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Many of the mothership catcher vessels, and those now specializing in delivery to catcher processors,
participated in the JV fisheries and are generally thought to be less suitable for onshore Bering Sea
pollock delivery than most other catcher vessels. Even so, most of these vessels have been modified
so that it is at least feasible that they could develop onshore markets should that prove necessary.
The stability of the mothership sector, including the catcher vessel fleet, partly reflects the profitability
of the arrangement for the catcher vessels, but also reflects in part the lack of competitive altematives
for those vessels.

Mothership labor forces are predominately Seattie-based. Offices are maintained in Seattle, one in
conjunction with its pollock CDQ partner and its parent onshore processing company. The actual
mothership work forces range from 80 to 140 on the two smaller operations and 190 to 220 on the
larger operation. An increasing number of these employees are reported to be from Western Alaska,
especially on the CDQ partner vessel, but at present this would appear to represent no more than 20
positions per vessel. The larger operation employs a crew of 40 to 60 people to maintain the vessel
and thus work 6 to 7 months a year. Office staff works year round, and the rest of the crew works
only while the vessel is actively fishing or in transit (estimated at 90 days or so0).

All mothership operations report using Seattle as their primary logistical base. That is, they will leave
Seattle with as many of the supplies that they will need for the fishing season as possible. All
contrasted this with the pattern of their catcher vessel fleet, which obtains most of its logistical
support from Alaskan ports. The mothership reportedly does not carry supplies for its catcher vessel
fleet (citing lack of storage capacity aboard their vessels). Motherships have a limited number of
opportunities to take on additional supplies in Alaskan ports, since they normally do not have many
offloads in Alaskan ports. Linkages to Alaskan communities are thus mostly through the resource
landing tax paid on offloaded product and the activities of their catcher vessel fleet. Most mothership
community linkages are with Seattle.

Seattle and the Catcher Processor Sector

The catcher-processor sector is the "most” Seattle of Bering Sea pollock fishery sectors, both in terms
of ownership as well as localization of corporate and support operations. Employment is
predominately from Washington state, although our systematic information in this regard is dated,
with the exception of the following two industry provided tables (Tables *SE-3 and *SE-4) which
show employment for 1996 and 1997, and the sector has been making efforts to increase its -
percentage of "Alaska hire," CDQ partnership operations have also likely influenced changes in this
area. These points will be briefly discussed within the Seattle context below.

Inshore/Qffshore-Ill Socioeconamic Description and 5IA Revised Seattle Section, April 20, 1998, Page 11



Table *SE-3
Catcher Processor Sector Contribution to Employment, Washington and Other States

1996
State of Residence Cross ey & ﬁfﬂs‘;ﬁf Pay per FTE Yesr
AK $2,140,853 775 $27,623.91
WA $52,652,553 1296 $40,626.97
OR 109 $2,674.243 69.9 $38,258.13
I 1A 43 $1,214,044 299 $40,603.48
MT 27 $516,523 174 $29,690.98
CA 257 $4,340,637 1369 £31,706.63
other 153 $9,052,872 2136 $42,382.36
TOTAL 2024 $72,591,825 18412 $3942637 |
per vessel (15) 195 $4,839.455 123 |
AS PERCENTAGES I
AK 6% 3% 4%
WA 67% 3% 70%
OR 4% % 4%
| 1A 1% 2% 2%
MT 1% 1% 1%
CA % 6% 7%

12%

100%

@Imfwmdrm 18 em[y

‘ﬁw' A'l"' Sec Pmce.ssare '@'550(‘_1'&'1'?&.«._

me,wdoe-r Q_cWV\FchTE-S .
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Table *SE4
Catcher Processor Sector Contribution t?;r-l;plcymmt, Washington and Other States
State of Residenice m; GrossFay & gm"f Pay per FTE Year

AK 366 $4,720,743 196 $24,085.42

WA 2663 $76,254,686 2180 $34,979.21

OR 151 $3,292,628 111 $29,663.32

IA 51 $1,658,172 48 $34,545.25

MT 28 $652,514 20 $32,625.70

CA 338 $7,455,701 Cm $27,410.67

other 517 §13,979,158 426 $32,814.92

TOTAL 4114 $108,013,602 3253 $33,204.30
per vessel (23) 4 £7,200,907 217

AS PERCENTAGES
AK 9% 4% 6%
WA 65% 71% 67%
OR 4% 3% 3%
1A 1% 2% 1%
MT 1% 1% 1%
CcA 8% % 8%
other 13% 13% 13%
TOTAL 100% 100% 100%
Source: APA provided information

@l fq-f-S.u Pmces.sar{s #ssoc:‘a.ﬂbn Memlaeff' CmPo.w‘e.s Oh{y, (‘-O'

Corporate management and operations of the catcher-processor fleet is concentrated in the Seattle
and Puget Sound areaq, as is ownership (Tables *3a and *3b). For 1996, all twenty surimi catcher
processors and the great majorty (15 of 19} of fillet catcher processors report Washington state
ownership. Alaskan owners are credited with 3 of the latter type of vessel, and Maine with 1,
although even these entities have a Seattle office to manage operations. These vessels are typically
not present in Alaska when not working, although there have been a very limited number of recent
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exceptions for ship work in Alaskan ports, and a very limited number of vessels (3 FCPs and 3 SCPs})
were reported to have Alaskan homeports in 1996. Even these vessels for the most part use Seattle
or Pacific Northwest facilities for regular maintenance and support. This pattern has been somewhat
modified by the investment of two CDQ groups in the offshore sector, one through purchase of
partial ownership in a catcher processor and the other through purchase of a 50 percent interest in
a parent company which owns two catcher processors and other assets. A third CDQ group formerly
had an interest in a catcher processor, but divested as the result of a failed partnership. These
ownership shifis have affected some aspects of the operations of these vessels, but not the
centralization of management and support services for them in Seattle.

Catcher processors harvest and process Bering Sea pollock in Alaskan waters and, although Seattle
based, have fiscal ties to Alaska through the payment of resource landing tax on the product they
offload in taxable jurisdiction areas. For example, as noted in the discussion of Alaska communities,
resource landing tax is a significant source of income to the community of Unalaska/Dutch Harbor.
Surimi catcher processors will typically land their last ioad in Seattle, since they must make the trip
anyway (but this varies somewhat by operation, and depends on a number of vanables such as
ultimate market, shipping costs, timing with respect to participation in other fisheries, and so on).
Fillet catcher processors may also do so, but most have other possible Alaskan fisheries that they can
participate in after pollock, so that they tend to land more of their total pollock production in Alaska.

Catcher processor vessels are moored and maintained in the Seattle/Pacific Northwest area. The Port
of Seattle has made a sizeable investment in renovating part of Pier 91, and is in the process of
renovating the rest, partly in response to the need of the largest catcher processor company for
moorage and other work space for its operations. The ability and desire of this company to sign a
[ong-term lease enabled the Port of Seattle to finance these renovations, so there is a direct link seen
between the Bering Sea pollock fishery and port development. The Puget Sound area, and the Port
of Seattle within the Puget Sound area, provides the majority of moorage available for the Bering Sea
pollock fishery fleet (and especially so for catcher processors).

There were 39 catcher processors in the Bering Sea pollock fishery in 1996, and earlier data suggest
that each has 100 to 150 employees and a crew income of $3 to $5 million (Miller et al. 1994). The
labor force for catcher processors is predominately from Washington state. Systematic {but partial
sector) information from 1993/94 and indicates that 68 percent of all catcher processor employees
are residents of Washington state, with 19 percent Alaskan residents, 12 percent from other western

states, and 1 percent "other." More recent, but also partial sector, information for 1996 and 1997

shows much the same pattern. For 1996, the percentage of Washington state employees was 67 to
73 percent (depending on whether one looks at job opportunities, FTESs, or gross pay and benefits).
The percentages for Alaskan employees ranged from 6 percent of employment opportunities to 3
percent of total gross pay and benefits paid. For 1997 the range for Washington employees was 65
to 71 percent, and for Alaskans 9 percent (job opportunities) to 4 percent (gross pay and benefits).
(This is the reverse of the pattern seen in the limited data available for shore processors, and likely
results from the differential time depth of Alaska hiring and individual position longevity, among other
factors.) Oregon residents were at a level of 3 to 4 percent, Idaho at 1 to 2 percent, California at 6
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to 8 percent, and “other” at 12 to 13 percent. This is quite a wide geographical spread, and although
there is some indication that Seattle residence may bé reasonably common, there are also indications
that the labor force can also be highly mobile,

Tumover varies from year-to-year and is highly dependent on level of compensation. Some people
make careers of working on catcher processors, while others treat it as a seasonal activity or a “stage
of life" activity. The one group of employees that was readily identifiable were those Alaskans hired
from western Alaskan villages, primarily by fishing operations with CDQ partnerships. The program
has not been in operation long enough to establish definite patterns, and the analysis of the CDQ
program is being covered under a separate study effort, but indications are that many are using such
employment as a way to eam seasonal wages to support life in the village. At least a limited number
of individuals have relocated to Seattle, based on catcher processor employment, although interview
data would indicate that they maintain contacts with relatives and return to the village at frequent
intervals. Management and the vessel maintenance labor force, to the degree that such work does
not require work in a shipyard, is clearly concentrated in Seattle. '

Qur interview information, derived from contact with five companies with 27 vessels, supported this
general picture. Most employees are from Washington or other western states, with Seattle being
the major (or only) point of hire. For those operations with CDQ partners, this was generally
modified by an effort to incorporate CDQ group residents into the fishing (and other) operations
through entry level positions and intern training programs. The companies contacted for the study
reported that Alaskans comprised about 14 to 19 percent of their labor forces, and some of the firms
had Anchorage or even more regional Alaskan hiring offices. An entry-level employee who works
all trips on a fillet-capable vessel could earn $55,000. CDQ partnerships help stabilize and retain the
access to fish resources, but do not really increase the access of the operation to capital or
management resources, where Seattle has remained the primary source.

Available information on expenditure patterns of the catcher processor fleet is fairly sketchy. The
catcher processor sector fleet, on average, purchases 10 percent of its open-access pollock from the
catcher vessel sector fleet, which is itself predominately Seattle-based. From our interview
information, individual companies varied from buying almost no pollock from catcher vessels up to
33 percent of their total open access pollock. Data from a relatively recent study put other
operational expenditures as typically between $10 and $15 million a year (Miller et al. 1994) and are
spent primarily in Seattle or the Seattle area. Some drydock work has recently been done in Alaskan
ports, specifically in Ketchikan, and in-season work also takes place in Alaska. Seattle is the only
locale with a concentration of facilities that can provide these services for a large number of vessels,
with the possibility for competitive bidding. Qur interviews with most firms resulted largely in more
general level information, as individual operations were hesitant to provide this detail, perhaps
because of the time required to provide it in a systematic and complete form, not to mention the
confidentiality of actual expenditure amounts and patterns, The general pattern, however, was clear:
catcher processor operators consistently indicated that most expenditures were made in or through
Seattle or the Puget Sound area -- with in-season support from Alaskan sources as required. They
were quick to point out that they needed to purchase large amounts of fuel in Unalaska/Dutch
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Harbor, paid a great amount of dock fees and resource landing taxes there, and in general provided
a good deal of support for that community, both through fees and taxes and direct expenditures. At
the same time, like all other businesses, their operations are managed to minimize expenses, and in
most cases this entails supplying the vessel as mch as possible from Seatile.

One indication of the range of services that an individual vessel requires, and the magnitude of the
cost involved, comes from the list of "unsecured” creditors of one of the catcher processors which
most recently went bankrupt. The total unsecured debt was $3,589,099, owed to 48 creditors. Of
the 48 creditors, 35 (73 percent) had Washington addresses, most in Seattle and all in the greater
Seattle area. These represented about 62 percent of the total unsecured debt. Of the other 13
creditors, 10 were domestic (3 Alaska [2 of which were in Unalaska/Dutch Harbor], 3 Maryland, 2
Texas, and 1 each in New York and Ohio) and 3 were foreign (1 each in Japan, Canada, and
England). Of the 3 largest single debts, one was to the New York creditor and one was to the
Japanese creditor. The goods and services represented by the debts span a wide range of operations
-- equipment suppliers, repair and maintenance providers, fuel and other operational good providers,
transportation and shipping companies, insurance and other business service providers, cold storage
and other operations service providers, local retailers of various sorts -- which serve as one measure
of how the economic effects of any capital intensive enterprise ripple throughout an area where it is
concentrated. The inclusion of the New York and Japanese creditors serve to remind us of the
worldwide nature of the organization of this industry (especially in terms of finance and sales), but
the bulk of the operational debts also indicate the degree to which goods and services are obtained
in the Seattle area.

The community economic/fiscal links of the catcher processor sector can be summarized by the
overall dichotomy or comparison of (Seattle) financial, most maintenance, and initial supply costs as
opposed to (Alaskan and especially Unalaska) in-season operational costs. The majority of the tabor
force is in some way linked to Washington state or the Pacific Northwest. Thus, in terms of absolute
value, the sector expends a great deal more, to a much wider economic network, in Seattle than it
does in Alaska and Unalaska. The relative scales of the economies in Seattle and Alaska (especially
Unalaska) make this comparison in absolute terms questionable, however - at least in terms of
whether the catcher processor sector is ‘more important’ for Seattle or Unalaska. That is, although
the ‘value’ of the offshore sector to the commumnity of Unalaska/Dutch Harbor, particularly in relation
to the onshore sector, is the subject of considerable community debate, it would appear that in
relative terms, the offshore sector is a larger percentage of the Unalaska/Dutch Harbor economy than
it is of the Seattle economy, despite the fact that the absolute level of expenditures in Seatile is much, -
much higher than in Unalaska/Dutch Harbor.

Seattle and the Caicher Vessel Sector

Our principal purpose here is to discuss the relationship of the catcher vessel sector to Seattle, so we
will not discuss differences within this category at great iength (e.g., onshore versus offshore delivery
patterns). For such discussions please see the catcher vessel sector description. There are also some
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catcher vessel sector dynamics that we noted during the course of field research but did not have the
time to examine in detail, such as the increase in the absolute number of catcher vessels in 1996
compared to 1994, or the increase in catcher vessels from Oregon in 1996 compared to 1594. These
dynamics may be related to processors stepping up the pace of the race for fish within each sector,
and the increasing need for boats participating in Pacific coast fisheries to find alternative or
supplemental opportunities to offset declining harvests. We did not examine either of these dynalmcs
however, so these are only possibilities that will not be examined in this document.

In terms of numbers, the majority of catcher vessels are owned and managed by residents of
Washington (about 56 percent) and Oregon (about 19 percent -- Tables *CV3, *CV5b, and *CV5¢).
However, Washington boats account for about 73 to 77 percent of the reported onshore delivery of
Bering Sea pollock, whereas Oregon boats account for only about 9 percent (Tables *CV5e, *CV5f).
This s partly a function of size -~ larger boats tend to be from Seattle/Washington -- and of Oregon
boats not concentrating on Bering Sea pollock to the extent that Washington boats tend to. There
has also been a tendency for shore plants to acquire ownership interest in catcher vessels, which in
most cases will then tend to be primarily pollock vessels based in, or at least managed from, Seattle.

Catcher vessels, of course, harvest Bering Sea pollock in Alaskan waters, and because of inherent
limitations in size must obtain extensive operational support in Alaskan ports. Most catcher vessels
will have overhauls and other major work done in Seattle (or an alternate port in Washington, or
Portland, Readsport, or Newport in Oregon), but may make the trip only every two years if they do
not usually participate in PNW coast fisheries on a regular basis. This is also a tendency which seems
to accompany shore plant acquisition of more pollock-specialized catcher vessels. The increasing
need to economize and the decreasing fishing opportunities in Pacific coast fisheries are also factors
in this trend. Depending on the degree of shelter provided by moorage at the different plant locations,
catcher vessels may tend to tie up at Alaskan shore piants after the pollock "B" season. Limited
moorage for catcher vessels participating in the Bering Sea pollock fishery exists in other Alaskan
ports (Kodiak, Sand Point), but only to a very limited extent. Catcher vessels delivering offshore tend
to go to Seattle every year if they participate in the Pacific coast hake fishery, Otherwise, they aiso
tend to stay in Alaskan waters when they do not need major shipyard work, and will look for Alaskan
fisheries to “fill in’ their annual harvest cycle. This trend has the effect of increasing the use of air
flights to connect crew with vessels, so that an indirect effect is to increase the availability of and
support for transportation links for various Alaskan fishery communities (a trend also seen to a much
larger degree with the ‘transient’ components of the shore plant workforces). .

The typical catcher vessel crew size seems to be about 5, with an additional person or two to fill in
and allow crew members to rotate out for rests in turn. As noted in the sector profile, overall
employment per vessel decreased with the shortening of the seasons (as there are no more ‘crew
rotations’ as in earlier years). No systematic information on overall sector employment is available,
but our interview information indicates that most crew is from the Washington/Oregon area, with a
concentration in Seattle. This was true even though many catcher vessels apparently spent most of
their time in Alaskan waters, and may tie up in Alaskan ports more than in Washington or Oregon.
This may reflect an historical situation, before Alaskan moorage was available and boats did return
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to Seattle every year, combined with continued Washington/Oregon ownership. Much of our
interviewing was conducted in Seattle, but a significant portion was also done in Unalaska (and some
in Anchorage).

Catcher vessel expenditure patterns are difficult to generalize, In-season operational expenditures
are made in Alaskan ports. Catcher vessels tend to tie up in Alaskan waters when possible, but
maintenance requiring shipyard work and overhauls tend to take place in or near the owner’s physical
residence, which in most cases in the Pacific Northwest. Crew tends to reflect the boat's "community
of origin" as well, so that the overall revenue flow for most catcher vessels is oriented to the
Washington/Oregon area, and for the Bering Sea poliock fishery, more specifically to Washington.
These economic effects are distributed more widely, and to a wider range of communities, than for
the processing sectors considered above.

The General Seattle Community Context of the Bering Sea Pollock Fishery

This section looks that the community end of the sector/fishery-Seattle community links from the
community context perspective. This is done in two ways, from the general community context and
from the localization of industry perspective,

General Bering Sea Fishery Seattle Community Context

The contribution of the seafood industry, and the Bering Sea pollock fishery in particular, is
significant in absolute and relative terms in the context of the community of Seattle. As already
noted, the offshore sectors of the Bering Sea pollock fishery are the most closely linked to the
community in terms of uniformity of ties across different aspects of the business structure in general
(i.., a “larger part’ of their total operations are focused in Seattle than is the case of other sectors).
This should not be taken to underestimate the overall important of the other sectors, however.
According to a 1997 NRC report, in 1996 the Washington inshore seafood industry generated 32,837
FTEs (21,308 in Washington and 11,529 in Alaska) and $791 million of earnings impacts ($532
million in Washington and $259 mullion in Alaska). In terms of economic output, it contributed $1.9
billion to the Washington state economy and $1.2 billion to the state of Alaska economy. This
underscores the interrelatedness of the economies of the two states. Companies based in Washington
depend on Alaska fisheries for the great bulk of the raw materials processed in Washington. Alaskan, -
as well as Washington, fishermen harvest this resource. The corporate offices and sales outlets of the
processing companies are located in Washington, as are most of the suppliers and support services
for the industry.

The focus of our analysis is this section is the contribution of the Bering Sea pollock fishery to Seattle
and the preceding sections looked at sector specific ties. This section will examine the issue from the
‘other side of the equation’ -- from the community ‘side’ of the sector-community links.
Unfortunately, most of the information available does not enable us to focus on this issue with a fine
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resolution. Different sources address different partial aspects of this comprehensive question. Some
discuss different scales of detail -- local versus distant fisheries, groundfish versus other fisheries
(crab, salmon, and so on), or fishing as a whole versus other maritime activity (shipping, for example).
Some discuss different components of commercial fishing activity -- harvest versus production, or
one particular type of operation versus all others. Some concentrated on more confined, or more
broadly regional, geographical areas. By collecting some of this material together and piecing it
together, however, some sort of understanding of the overall contribution of commercial fishing to
Seattle should be possible.

We begin this portion of the discussion by summarizing some comprehensive, yet dated information
on the structure of the relationship between Seattle and the Alaska distant water fishery. According
to recent discussions (NRC 1998: personal communication), these data still represent the overall
nature of the ties beiween Alaska fisheries and the Seattle area. Further, the several studies
summarized here are presented in chronological order, so the evolution of ties can, to the extent that
data from intermittent points allow, be seen.

Natural Resource Consultants 1986 is a dated, but quite comprehensive, account of commercial
fishing activity by the Seattle and Washington state fleet. They provide a brief historical narrative on
the development of the various fisheries, and then a more detailed summary of the harvest for 1985.
The estimated ex vessel value of the grand total of all seafood taken from local waters by
Washington's local fleet was about $93 million, by 5,747 vessels with an estimated crew employment
of 11,072 (NRC 1986:18,19). Distant water fisheries, primarily in the Gulf of Alaska and the Bering
Sea, vielded an estimated grand total of $290 million for 1,371 vessels with an aggregate crew of
6,088 (NRC 1986:28,33). The joint venture fleet accounted for about $80 million (ex vessel) of this,
with about 81 vessels and 405 crew, with an additional 11 catcher processors accounting for another
$25 million (ex vessel) and about 330 jobs. In their summary section these points are reemphasized.
In terms of weight or volume, 92 percent of the seafood harvested by Washington fishermen came
from Alaskan waters, and only 7 percent from local waters. In terms of ex vessel value, Alaskan
harvest was worth $283 million and local harvest $110 million (and other harvest $8 million). Most
of the Alaskan catch was processed to some extent in Alaska by a processor based in Seattle. NCR
states that there were about 130 seafood processing/wholesaling and 33 wholesale/cold storage
companies in Washington in 1985, operating 250 primary processing and wholesale plants in
Washington and 120 shore-based or at-sea in Alaska. Washington processing employment was 4,000
seasonally, and in Alaska was 8,000, with half coming from Washington (NCR 1986:35-39):

Lastly, table *SES reproduces NRC's conclusions as to the total contribution of the Washington state
fishing industry to the total economy. Alaskan water activities account for fully haif of it, and these
activities were centered in Seattle (although that was not a central part of their discussion).

This study was updated in 1988, and again Washington fishermen harvested about 80 percent (ex
vessel value) of their catch in distant waters, with 98 percent of that coming from Alaskan waters.
About 72 Washington state vessels participated in the joint venture trawl fishery, directly employing
about 360 people. There were also 43 catcher processors employing about 2,200 people, and 26
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Table *SES — Total Economic Contribution of the Washington State Fishing Industry

1985 (Miltions of §)
Direct Direct & Indirect
Landed Value 109.7 170.0
Locally Landed
Value added by processing 94.5 1238
Subtotal 204.2 2938
AK, CA, OR, HA 2423 3827
Landed in
Value added by processing 1333 174.6
Subtotal ' 3756 557.3
From Non-State landings:
Washington share of value added 195.7 256.4
TOTAL 7755 1107.5
Source: NRC 1986:41

Table *SE-6 —Estimated Volume and Value of Washington Distant Water Commerciat Fish Harvest, 1985 and 1988
Harvest Volume Harvest Value Wholesale Value
Fishery (000 mt) {million §) {million §)
1985 1988 1985 1988 1985 1988
| Salmon 80.3 66.8 106.1 2400 | 2380 | 5256
King and Tanner Crab 26.4 517 422 129.4 54.9 191.5
Longline Halitut and Blackeod 12.1 198 209 40.7 348 63.1
TV Trawl 720.8 802.8 783 120.4 783 120.4
Catcher Processor 111.6 546.0 246 103.7 81.6 3341
Roe Herring 126 59 8.5 59 18.7 10.8
TOTAL 963.8 14930 2806 640.1 486.3 12455
Note: Shore-based trawl landings are not included. Dungeness crab landings have been excluded. Volume and
value estimates for salmon landings may be as much as 5 percent too high, but are retained for consistency with
earlier work,
Source: NRC 1988:10

shore-based trawlers, employing about 130 people. Pollock was an unspecified percentage of the
harvest of these operations (see Table *SE-6).
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Table *SE7 reproduces NRC's summary of the contribution of commercial fishing to Washington
state's economy in 1988. The grand total, including indirect effects, was estimated at $3.1 billion, an
increase from the 1985 estimate of $1.876 billion. Local water harvest and processing accounted for
about 19 percent of this, distant water fisheries and processing about 57 percent, and other processing
activities by Washington companies for about 24 percent. Of the estimated 36,608 FTEs associated
with this economic activity, 39 percent were attributed to the distant water fishing fleet and 40
percent to out-of-Washington-state processing. The $1.794 billion of direct and indirect benefits
associated with the activities of the distant water fleet was also estimated to generate an additional
$795 of induced benefits.

Table *SE7 ~ Total Economic Centribution to the Washington State Commercial Fishing Industry in 1988
(Millions of $ to Washington Economy)
Landed Value 137 269
locally landed
Subiotal 308 589
Landed Value 639 1257
Distant Water
Value added by processing 288 537
‘l Subtotal 927 1794
Non-State Landings:
Washington State share of value added 405 756
TOTAL 1640 3139
Source: NRC 1988:16

Turning to more recent data, Chase and Pascall (1996) focus on the importance of Alaska as a market
for Seattle region (Puget Sound) produced goods and services. They do so by identifying particular
industrial sectors that generate the bulk of these economic impacts, but they do not locate these
industrial sectors in terms of particular geographic locations within the region. Table *Sb-X
essentially reproduces their summary of the direct and indirect impacts (jobs and labor earnings} on
the Puget Sound economy from regional goods exported to Alaska, and from industries that harvest
and/or process Alaska resources.

The indirect impacts they include are of two types -- one from industries that do not export to Alaska,
but provide services to those who do, and from the spending of income earned by employees is such
exporting or export-serving industries (the ripple effect).
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Table *SE-8 — Total Alaska Job, Value of Exports, and Labor Eamings Impacts on Puget Sound Region, 1994
Sector Exports ($Million) Jobs (fm““u?‘ofs)
Export-Related Impacts
Goods & Services, Total NA 44890 $1,250.5
Manufacturing $816.8 6696 $235.9
Trade $296.2 13697 $298.6
Services $312.1 19159 $503.3
Finance, Ins, & Real Estate $59.7 3562 $137.3
Agriculture, Forestry, & Mining - $5.8 425 $14.5
Construction NA 366 $11.0
Utilities & Communication NA 944 $49.9
Transportation §894.3 8547 $339.1
Resource Related Impacts
Fisheries, Total NA 29788 $1,0826
Fishing Fleet, Total $1,864.0 22094 $756.8

II Fishing Fleet, direct $863.0 8726 $386.6
Fishing Fleet, indirect $1,001.0 13368 $370.2
Seafood Processing, direct NA 5600 $189.0
Seafood Processing, indirect NA 1094 $136.8
Petroleum Refining, Total NA 6873 $251.0
TOTAL (of left justified labeled cells) $2,3889 90098 $2,923.2
|LSource: Chase and Pascall 1996, Tables 3 and 7.

In their discussion of the fisheries sector, Chase and Pascall indicate that only a fraction of the
regional economy is based on fishing and seafood processing industries, but that these industry
sectors are concentrated in several communities and rely heavily on North Pacific (Alaskan)
resources. The communities that they single out are Bellingham, Anacortes, and the Ballard
neighborhood of Seattle. They say that Seattle is the major base for vessels for various fisheries -~
groundfish (catcher vessels, catcher processors, motherships), halibut, crab, salmon, and others.
There are numerous secondary processing plants in the region, and about 60 percent of the seafood
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harvested and shipped south for processing moves through the Port of Tacoma (Chase and Pascall
1996:23). ‘

The relative value of Alaskan groundfish (cod, pollock, sablefish, flounder, and other bottom fish
aggregated together) for the Seattle fleet varies from year to year, but in 1994 was about 17 percent
of the ex vessel value of the Alaska/North Pacific Commercial Fishing Harvest (Chase and Pascall
1996:26), which represented about 75 percent by harvest value, and 92 percent by weight, of all fish
harvested by the Puget Sound fishing fleet (Chase and Pascall 1996:23 -- citing ADF&G, NPFMC,
NMFS).

Direct jobs generated by fishing in the Seattle area are 8,726, with an additional 5,600 direct jobs
from processing. Indirect jobs generated from the purchase of goods and services by the fishing fleet,
and their workers spending money in the area, were calculated at 13,368 (1,094 for processing - see
Table *SE-8). ,

Other relatively recent work (Martin O'Connell Associates 1994) indicates the wide range of activities
that the Port of Seattle supports, and the web of support services which commercial fishing helps
support, but provides no measure of the contribution of the Bering Sea pollock fishery to this
support. Fishing activities are included in this study only to the extent that they are reflected in
activities at Fishermen's Terminal. This may reflect some Bering Sea catcher vessel activity, but
would greatly underestimate catcher processor, mothership, and secondary processing activities. By
their estimation, fishing activity at Fishermen's Terminal in 1993 generated 4007 direct jobs (the
majority of them crew positions), earning an average of $48,690 per direct job (total $19S million).
In addition, an additional 2,765 induced and indirect jobs were created. Fishing businesses also
expended $145 million on local purchases of goods and services (Martin O'Connell Associates
1994:45-49), Again, this does not indicate the contribution of the Bering Sea pollock fishery so much
as it establishes that the local fishing/processing economy is densely developed. Also, if the estimates
or models of vessel expenditures developed for operations using Fishermen's Terminal can be
extrapolated to other vessels based in Seattle, an estimate of the contribution of the Bering Sea
pollock fishery may be possible. The estimate for annual expenditures in Seattle for a factory trawler
using Fishermen's Terminal was about $2,000,000 in 1993. Miller et al. 1994 indicate that for a
model surimi vessel, 1993 operating expenditures other than for crew had been in the range of $10
million annually. These would have been distributed among all the places where the vessel fished, as
well as its Seattle (or Tacoma) home port, but still indicates that there is a large contribution-to the
regional economy from the presence of these vessels. Each vessel also represents more than 100 -
direct jobs and a payroll of $3 to $5 million (Mill et al. 1994:1,23).

A summary profile of the Puget Sound maritime industry, which includes commercial fishing, is
included in Economic Development Council of Seattle and King County 1995 (Appendix A:39-49).
Pertinent information will be abstracted here. The list of included businesses is quite long and is a
good indicator of how far indirect benefits can spread:

Inshore/Qffshore-II Socioeconomic Description and SIA Revised Seattle Section, April 20, 1998, Fage 23



... cargo shipping, tugs and barges, commercial fishing and supply; sip and boat building;
cruise ships; vessel design and repair; fueling; moorage; the fabrication and sale of marine gear
such as electronics; refrigeration, hydraulics, and propulsion equipment; the operation of
marinas, dry docks and boat yards; services provided by customs and insurance brokers and
shipping agents; and maritime professional services including admittedly law, marine
surveying and naval architecture (Appendix A:39),

It was estimated that in 1992 there were 30,000 jobs in the maritime sector within the four-county
region, including 10,000 in commercial fishing; 7,000 in fish processing; 5,000 in marine recreation;
and 3,900 in boat building and repair. Average wages were estimated at $24,000 for fish processors;
$32,000 for ship and boat building and repair; and $50,000 to $80,000 for commercial fishing. The
sector is one noted for providing entry level positions for those with limited education and job skills,
so that they can learn a high-wage job. Each job in this sector creates or supports 1 to 2 other jobs
in the regional economy, and each dollar of sector output generates about one addittonal dollar in
output from the rest of the economy.

Seattle offers the maritime sector, and the distant water fleet in particular, a "critical mass" of
businesses that allows vessel owners and other buyers a competitive choice of goods and services.
The same is true to a lesser extent of other regional ports, such as Tacoma. Efficient land
transportation systems are also critical, and Seattle has good rail and truck linkages (and the Port of
Seattle is working to improve them).

Although the maritime sector is an important one for the region, some of its components are currently
experiencing some difficult times. Other regional communities {Anacortes, Bellingham, Port
Townsend) as well as non-regions locations in Alaska (closer to the distant fishing waters) are
working to develop port facilities to lure vessels so that they may gain the economic benefits of the
associated support and supply business. Common sorts of projects are the improvement of shoreside
access, building additional moorage, or work and storage capacity. The Port of Seattle is in the
process of an aggressive refurbishing of much of its moorage, originally built during World War II.
Pier 91, now home to a central part of the catcher processor fleet through a long-term lease from the
Port of Seattle, is being extensively rebuilt (Mark Knudsen, personal communication).

Regional shipyards have been in a slump, more-or-less reflective of the economic health (or lack of
it) of the fishing industry. Low prices and regulatory uncertainty are cited as major weak points.

There also seems to be a reasonable supply of used boats (Economic Development Council of Seattle -

and King County 1995, Appendix A:46)

Natural Resource Consultants repackaged some of their earlier work, and added additional analysis
focused specifically on the contributions of inshore Washington state (but also Alaska) processing
plants to the Washington state economy (NRC nd, 1997). The Washington inshore seafood
processing industry purchased $859.5 million of raw material in 1991, $720.1 million form Alaska
and $139.4 million from Washington waters. Salmon accounted for 46 percent of the total value of
these purchases, while groundfish accounted for 19 percent. The total finished product from all this
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raw material was worth $2.134 billion ($1.8 billion from the Alaskan raw material). Salmon
accounted for $780 million of the final product's value, while groundfish accounted for $482 million.
*... inshore processors operating in Alaska and Washington account for more than 50% of the value
of U.S. seafood exports" (NRC nd.4).

Expenditure patterns for Washington (and Washington-owned Alaskan) inshore plants were modeled
in these NRC documents. Inshore plants expenditures average 46 percent for their raw materials (fish
and shellfish), 16 percent for wages and benefits, 9 percent for processing materials, and 7 percent
for tendering and other transportation costs. About 55 percent of these expenditures were made in
Washington, 43 percent in Alaska, and 2 percent form other states. This is stated to include fish and
shellfish purchased in Alaska from fishermen who homeport in Washington (NRC nd:9), and
economic benefits were produced from these expenditures in direct proportion to their magnitude.

The estimated total economic output from primary and secondary processing activities for all seafood
to the Washington state economy in 1991 was calculated to be $1.865 billion. This was the result
of three main factors:

. A substantial portion of expenditures for raw material (fish) in Alaska are made to fishermen
whose home ports are in Washington.

. The majority of administrative and sales functions of processing companies are carried out
in Washington. '

. A major poriion of support industries (equipment and packaging manufacturing) are located
in Washington.

That is also the order of their significance in terms of contributions to economic benefits.

In addition, a substantial amount of secondary processing takes place in Washington. This produces
additional benefits to that of primary processing of about 3,635 FTEs, eamings of 381 million, and
indirect benefits of $287 million. The report also points out that the Washington inshore processing
sector is the second highest value food product contributor to the Washington state economy, being
topped only by the apple.

NRC updated this report in 1997 and reached essentially the same conclusions. In 1996 the
Washington inshore seafood industry generated 32,837 FTEs (21,308 in Washington and 11,529 in
Alaska) and $791 million of earnings impacts ($532 million in Washington and $259 million in -
Alasks). In terms of economic output, it contributed $1.9 billion to the Washington state economy
and $1.2 billion to the state of Alaska economy (NRC 1997).

As noted earlier, these data underscore the interrelatedness of the economies of Alaska and
Washington and, as has been seen through the sector profiles and the ties to particular communities,
the ties between Seattle and specific Alaska communities. Companies based in Washington depend
on Alaska fisheries for the great bulk of the raw materials processed in Washington, and residents of
both states harvest Bering Sea resources. Also as noted earlier, the corporate offices and sales outlets

Inshore/Offshore-Ill Sociceconomic Description and SI4 Revised Seottle Section, April 20, 1998, Page 25



of the processing companies are located in Washington, as are most of the suppliers and support
services for the industry. The following section looks at the localization of the fishing industry within
the waterfront area of Seattle.

Seattle Community Context and the Localization of Industry: The Ballard Interbay Northend
Manufacturing Industrial Center

With previous discussion as 2 as regional context, we can now examine an attempt to more closely
associate a specific area of Seattle with commercial fishing (and other associated) activities. One of
the fundamental purposes for the establishment of the Bailard/ Interbay/ Northend Manufacturing and
Industrial Center (BINMIC) Planning Committee was the recognition that this area provided a
configuration of goods and services that supported the historical industrial and maritime character.
At the same time, developmental regional dynamics are promoting changes within the BINMIC area
which may threaten the continued vitality of its maritime orientation. Among other objectives, the
BINMIC final plan states:

The fishing and maritime industry depends upon the BINMIC as its primary Seattle
home port. To maintain and preserve this vital sector of our economy, scarce
waterfront industrial land shale be preserved for water-dependent industrial uses and
adequate uplands parcels shall be provided to sufficiently accommodate marine-
related services and industries (BINMIC Planning Committee 1998:6).

Ballard, in northwest Seattle, is commonly identified as the center of Seattle’s fishing community

This may be true in an historical residential sense, but commercial fishing-related suppliers and offices
are spread along both sides of Salmon Bay-Lake Washington Ship Canal, around Lake Union, along
15th Avenue West through Queen Anne, and then spread along the shores of Elliot Bay on both sides
of Pier 91. Not surprisingly, this is also the rough outlines of the formal BINMIC boundaries, which
is bordered by the Ballard, Fremont, Queen Anne, Magnolia, and Interbay neighborhoods (see map.
next page). It is defined so as to exclude most residential areas, but to include manufactunng,
wholesale trade, and transportation-related businesses. It includes rail transportation, ocean and fresh
water freight facilities, fishing and tug terminals, moorage for commercial and recreational boats,
warehouses, manufacturing and retail uses, and various Port facilities (Terminal 86, Piers 90 and 91)

The BINMIC "Economic Analysis" document (Economic Consulting Services 1997) uses much ot
the same information as was reviewed above, in combination with an economic characterization of
the BINMIC area, to establish that certair economic activities are especially important for that area
One of these activities is commercial fishing - although again the connection to the Bering Sea
pollock fishery in particular is somewhat difficult to establish concretely.

The BINMIC area is a relatively small one, but contributes disproportionately to the city and regional
economy (Table *SE-9). Again, those characteristics are part of what determined its borders. The
BINMIC resident population is only 1120 (1990 census), but there are 1,048 businesses in the area
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and 16,093 employees. The great majority of business firms are small -- 85 percent had fewer than
26 employees, but accounted for only 30 percent of total BINMIC employment. Self-employed
individuals (i.e. fishermen) are probably not included in these numbers. Employment by industry -

sector is displayed in Table *SE-10.

Table *SE-9 - Relationship of Estimated BINMIC Population and Employment to Local, Regional, and State II

Population and Employment
(% of total reflects BINMIC's share of each area's total pop. & emp.)
Ares 1990 Population | P ac 2 %0 | 1904 Emplogment | BINVIC 28%f
BINMIC 1120 100 16093 100.0
City of Scattle 516259 22 . 490632 3.3
King County 1507319 07 912038 1.8
Puget Sound 2748895 04 1363226 1.2
Washington State 4866692 02 2212594 0.7
Source: EconomicConsulting Services 1997:14 — i
Table *SE-10 — BINMIC Employment by Industry Sector
Industry Sector Units Employees Percent of Total
Agriculture, Forestry, & Fishing 129 750 5
Mining & Construction 83 1169 7
Mamfacturing 216 5322 33
Transportation & Utilities 35 1608 10
Wholesale Trade 178 2239 14
Retail Trade 121 1606 10
Finance, Insurance, & Real Estate 43 306 2
Services 233 2604 - 16
Government 10 489 3
TATAL 1048 16093 100
Source: Economic Consulting Services 1997:29
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An important indicator of the importance of commercial fishing and other maritime activities is the
availability of commercial moorage. As of 1994 miore than 50 percent of all commercial moorage
available in Puget Sound was located in Seattle, and of that, more than 50 percent was in the
BINMIC area (representing 30 percent of all commercial moorage in the Puget Sound area). Thus
the BINMIC area is clearly important in terms of being an area where vessels (especially larger
commercial vessels) are concentrated. The Port of Seattle has concluded that only the Ports of
Olympia and Tacoma at present provide a significant source of moorage in Puget Sound outside of
Seattle. Port Angeles may build additional capacity at some point in the future. Olympia's facility
was rebuilt in 1988, and Tacoma is serving as the home port for the Tyson fleet of catcher processors.
Some older moorage constructed prior to 1950 of timber piling is nearing the end of its useful life,
and will need to be replaced. The Port of Seattle is currently in the process of refurbishing Pier 91
in thus way, which has enabled it to sign American Seafoods to a long-term lease for its catcher
processor fleet. On the other hand, it is expected that much of the private old timber moorage will
not be replaced, so that overall moorage capacity will dectine. In the Seattle area, there has also been
a dynamic whereby commercial moorage had been converted to recreational moorage. Within the
BINMIC area, recreational moorage within the Ul Shoreline is prohibited altogether, because of the
importance of commercial activity and the danger of interference from recreational moorage. The
Port has concluded that it is unlikely that any new private commercial moorage will be developed
(because of cost and regulatory regime) and is examining the options open to the Port (Port of Seattle
1994). As previously mentioned, the Port is pursuing a program of repairing its facilities where
economically feasible (when it can be fairly well assured of a steady tenant).

The BINMIC area is fairly well "built out." The BINMIC area contains 971 acres, divided into 806
parcels with an average size of 1.043 acres, but a median size of ,207 acres, Thus there are many
small parcels. Public entities of one sort or another own 574.8 acres (59 percent). The Port of
Seattle is the largest landowner with 166 acres, while the city has 109 acres. Private land holders
own 396 acres, of which only 19.45 acres were classified as vacant -- 1927 acres in 81 parcels as
vacant industrial land and .18 acres in 2 parcels as vacant commercial land. An additional 200.76
acres were classified as "underutilized," meaning that it had few buildings or other improvements on
it. This classification does not mean that the land may not be in use in a fruitful way (for instance,
storage of gear or other use that is not capital intensive).

Economic Consulting Services 1996 lists 85 companjes that have a processing presence in
Washington State (Appendix C). Of these, over half (47) are located in Seattle, with many in the
surrounding communities (Bellevue, Kirkland, Redmond). Of these 47, at least 18 are located within -
the BINMIC. Another 30 are located very near the boundaries of the BINMIC. Some examiples of
fairly large fishing entities that are located within BINMIC (as well as elsewhere) are Tyson Seafoods,
Trident Seafoods, Icicle Seafoods, Ocean Beauty Seafoods, Peter Pan, Alaska Fresh Seafood, and
NorQuest Seafoods. All demonstrate some degree of integration of various fishing industry
enterprises. Trident operates shore plants in a2 number of locations, owns a flect of catcher vessels,
cooperates in a catcher processor operatior, and participates in a CDQ group partnership. Tyson
operates shore plants, catcher processors, catcher vessels, and a floating processor, as well as
operating a broadly based food company.
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The BINMIC area of Seattle displays the following characteristics which indicate its important
economic roles:

’ it is a significant component of, and plays a vital role in, the greater Seattle economy,

. it is integrated into local, regional, national, and multinational markets;

’ it is a key port for trade with Alaskan and the West Coast, Pacific, and Alaska fishing
industries -- and the Alaskan fishery is especially significant;

. Salmon Bay, Ship Canal, and Ballard function as a small port of its own, but aiso support
fishing and a wide range of other maritime activities — including recreation and tourist vessels
and activities;

. The BINMIC area is and has been an area of concentration of businesses, corporations,
organizations, institutions, and agencies that participate in, regulate, supply, service,
administer, and finance the fishing industry.

Summary

As noted in the introduction to this section, what Seattle an analytic challenge, in terms of a
socioeconomic description and a social impact assessment directly related to the Bering Sea pollock
fishery, is its scale and diversity. Seattle is arguably more involved in the Beting Sea pollock fishery
than any other community, but from a comparative perspective, Seattle is arguably among the least
involved of the communities considered. The sheer size of Seattle dilutes the overall impact of the
Bering Sea pollock fishery jobs and generat economic contributions when viewed on a community
scale, in contrast to Alaskan communities where such jobs and revenues are a much greater
proportion of the total economic base of the community. This section has attempted to portray the
complexities of the ties of the Bering Sea pollock fishery to Seattle in terms of sectors, specific
portions of the economy, and on a geographically localized basis.

All of the Bering Sea pollock fishery sectors are tied to Seattle in one way or another, although the
magnitude and nature of these ties varies considerably between sectors. It is clear that Seattle, asa
community is, from a number of different perspectives encompassing specific sector structures and
geographically attributable industrial areas, engaged in and dependent upon the Bering Sea pollock
fishery. To avoid losing the importance of the fishery in the “noise’ of the greater Seattle area, the
potential reallocation effects discussed in the SIA summary section of this document will do so in
terms of Bering Sea pollock fishery industry sectors and their linkages to Seattle, as described in this -
section, rather than attempting an overall contextualization of the fishery within the metropolitan area.
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Fillets: Comparison of prodution estimates for the years 1991, 1994 and 1996 (Table 1) shows
that the majority of fillet processors have shifted to producing deep-skin fillet blocks, a higher
valued fillet product that is mainly consumed in the U.S. fast-food market where there a two
major buyers. A comparison of U.S. export (Table 2) and production statistics show that almost
of all of the U.S. production is consumed domestically. The U.S. domestic market also is
supplied by fillet products from other countries as U.S. imports of pollock blocks and fillets,
especially from China and Russia, have increased significantly and now match U.S. production
in terms of quantity (Table 3). Most of this production is believed to be twice-frazen product.
Europe is the other major market for pollock fillets and this market is growing, but U.S exports
to Europe are now minimal. As in the U.S. market, Russian and Chinese pollock exports to
Europe have increased greatly (Table 4). Prices for fillet product have varied greatly greatly
between the years as price differences between the years have varied by as much as $0.24/1b in
the export market and $0.53/1b in the U.S. import market between the years of 1991 and 1994
(Tables 2&3).

Roe: A comparison of U.S. production and U.S. export statistics indicates that almost all of
U.S. production is exported to Japan (Tables 5&6). In comparison to U.S. exports, U.S. imports
of roe are minimal indicating that the domestic conswmnption is very small (Table 7). Japanese
import statistics indicate that the Japanese Roe market roe market has grown as a result of
Russian production from a 1991 level of 59,000 tons to a 1996 level of 83,000 tons (Tables 8&9)
However, during 1991, the U.S, share of the Japanese market was 33 percent, but as a result of
the Russian product, the U.S. share of this market fell to 18 percent. U.S. export prices increased
over the years 1991, 1994, and 1996 (Table 6). The U.S. export price in 1996 was 35% and 17%

higher than the 1591 and 1994 average export prices, respectively.

Surimi: Most of the U.S. production is exported to Japan where the United States is the major
supplier of surimi to the Japanese market (Tables 10&11). Other significant markets for U.S.
surimi products are Korea and the United States. While Japanese production of surimi has
declined, this reduction has been met with increased production of surimi by other countries
using specigs other than pollock so that total world production has been relatively stable--
approximately 500,000 tons per year (Figure A). In terms of consumption, Japan is by far the
greatest consurer of surimi and over the period, Japanese consumption has been in the
neighborhood of 400,000 tons annually (Figure B). U.S. consumption of surimi has decreased
slightly since the 1994 peak where approximately 150 million Ibs of surimi-based products were
produced in the United States—30 to 50 percent of which is comprised of surimi. Industry
reportssuggestﬂnatChinesemarketcouldexpandﬁ-omcumntlevels of about 10,000 tons to
60,000 tons of surimi annually as China is currently expanding its imitation crab manufacturing
capability for export and domestic markets while trends in Chinese economy will lead to
increased demand for surimi and surimi-based products.U.S. exports to Europe have been stable,
with increase growth in the European market being met by South American production (Table

~7 14). At arecent trade show, oneindustryamlystreportsﬂ:attheEmpeanmarketfarmrim

was about 7,000 tons in 1996, over 10,000 tons in 1997, and will be over 15,000 mt in 1998.



Japanese market prices have varied greatly, but generally have declined between the years 1991,
1994, and 1996 (Table 13) and the choice of these years masks the potential volatility of surimi
prices as indicated by the 1991-1993 trend where surimi prices doubled and then declined by the
same amoumnt (Figure C).

Destination Markets and Cost-Benefit Issues: As indicated above, almost all of the surimi and
roe production is exported and almost all of the fillet production is used for domestic
consumption. These patterns have an implication for cost-benefit analysis because as shown
elsewhere, the at-sea sector produces a substantially greater amount of fillets in comparison to
the shoreside sector. Cost-Benefit analysis measures the benefits of changed regulations to
consumers and to producers. These product-mix patterns indicate that as more fish is harvested
by on-shore processors, the greater the share of the consumer benefits from the fishery will
accrue to foreign consumers. Therefore, in calculating "net benefits to the nation™ which is based
on the welfare of U.8. citizens, potential losses from less fillet production would have to taken
into account. Similarly, based on estimates of foreign ownership, producer benefit estimates
should also be adjusted accordingly.

Prices: One source of prices are the processor prices reported to NMFS and ADF&G which are
were discussed in Section 3 and presented in Table 3.9. (Except for minced prices, these prices
are repeated in Table 15). Processor Prices have generally increased for roe products and
decreased for surimi products~-with inshore processors receiving, on average, lower prices for
these products. Because of confidentiality, fillet prices for inshore and offshore have been
combined into industry-wide averages. Generally, according to the NMFS and ADF&G
process products data for the years 1991, 1994, and 1996, average inshore fillet prices were
higher than offshore prices. Current price information, indicates that whole Japanese and U.S.
surimi prices are starting to increase relative to fillet prices (Figures C&E). This may be the
result of cuirent Japanese inventory trends, where inventories are at their Jowest level since 1988
(Figure D).

Quality: Market prices are influenced by many factors, one of which is the quality of the
product. With respect to fillets, meal, and minced products, market reports and seldom or
discuss differences between on-shore and inshore prices. For roe, these reports do indicate that
there are reported differences between at-sea and shoreside prices as indicated in price below.
With respect to surimi, one arguement for why off-shoreprices should be higher than.on-shore
prices is that off-shore producers produce a greater amount of top quality surimi.

Depending on the year and destination market, surimi processors produce various amounts of
high and low quality surimi. A gross generalization concerning destination markets is that
Korean and U.S. markets reflect the demand for low quality surimi as the surimi-based products
that are produced from surimi are either imitation crab or a fried product--where ahigh quality
surimi is not needed. Because Japan produces more saphlsucaxedproductswhﬁew}ntenessand
~~gel strength are important factors, Japanese market demands high quality surimi. W,
there has been some changes to the Japanese demand for high quality surimi especially as result
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of the high prices of the 19911993 pericd. In reaction to these high prices, Japanese surimi
buyers developed new recipes where increasingly low quality surimi was mixed with high
quality surimi in order to keep costs down.

Prices for surimi by grade level are not collected by either the U.S. of Japanese governments.
Available industry reports also do not systematically show prices by grade by at-sea and
shoreside prices. Various industry reports (Bill Atkinson's News Reports, Seafood Trend
Newsletter, and Seaworld's Fishery Information System Market Reports) were reviewed for
price information and are summarized in Table 16. This information does report prices by grade,
but their were few instances where at-sca and shoreside prices were reported in a way for direct
comparison (same month, market, grade level, etc.) Nor does this information show the amount
of production associated with the reported prices.

Russian and China influence on U.S., European, and Japanese pollock markets has grown
significantly, but additional growth on foreign markets will depend on status of Russian pollock
stocks, potential increased processing capacity, and government policies that may shift away
from exporting to internal domestic consumption. Future APEC international trade negotiations
may aid U.S. exports to Japan, Russia, and China through reduction in foreign tariff and non-
tariff barriers. Discussion below is based on a review of recent industry publications.

Russia: Russian TAC's for pollock are declining. At the beginning of 1997, Russian quotas,
according to FAC were cut by 300,000 mt against scientific recommendations of 660,000 mt.
The 1998 Russian EEZ pollock TAC is reported as 2.27 million tons, down from a reported TAC
of 2.73 million tons while the quota in the Sea of Okhotst have been reduced 30 percent.

Average fish sizes are reported to be declining.

Korea: Recent trade barrier reductions are affecting the international market place. During
1996, Korea lifted its import restrictions on Russian product and became a signicant market
Russian surimi and fillets. Also affecting the Korean market for surimi was the increase in EU
import duties on Korean imitation crab products during 1997 as Korea lost its preferential
treatment ard now faces the same duties as U.S, imitation crab manufacturers.

World Demand: Compared to the 1991-1996, world demand for surimi is changing. Ata
recent trade show, one industry analyst reports that the European import market for surimi was
about 7,000 tons in 1996, over 10,000 tons in 1997, and will be over 15,000 mt in 1998, The
sameandystdsompoﬁedthﬂtheEmopmmrketfmsnimi-basedpm@mismﬂy
lO0,000mtmdthgrow&linmnsmnpﬁonexpectedwimwasewpmentmuauy. As indicated
pwviouﬂy,theChinesemﬂketisgrowingandexpmdedmgmwmbetheswondmost
important market for surimi.

U.S. Industry: In recent years there has beena consolidation in the at-sea fleet and in the U.S.
imitation crab processing. There has been a reduction in the number of at-sea processors, while
the remaining fleet is being consolidated into fewer owners. Several vessels were sold to Russia,
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while several other vessels have changed ownership. One major at-sea company has diversified
into shorebased surimi processing plants and into U.S. imitation crab plants. This has resulted in
the closure in several U.S. imitation crab plants. Another at-sea company has diversified into at-
sea processing in South America and Russia. In addition, vertically integrated shore-based
processors who make breaded fillets are expanding into fillet markets either by increased
production of Alaska poliock fillets or through the use of imported pollock fillets for their

breading operations.

Exchange Rates: Companies base prices on knowledge of consumer habits, their competitive
position relative to other companies, and distribution channels. Consequently, prices for the
same product vary between markets while the product may be modified to suit the particular
needs of each market. When there are fluctuations in currency-exchange rates, as recently seen
with the Japanese yen and Thai baht, companies revisit their their pricing policies (Figure G).

When the U.S.doilar appreciates relative to the yen, the U.S. product is now less competitive in
the Japanese market since without price adjustment it takes more yen to the product.
Appreciation is when one currency increases relative to another. An appreciation implies that
one currency becomes more valusble relative to another. Appreciation of an exporter's currency
increases the importer's cost of foreign exchange, which raises the commodity's price in the
import market and decreases the quantity demanded. In the face of a rising U.S. dollar egainst
the Japanese yen, the exporting firm can choose not to adjust the price of the product in dollars
and suffer reduced sales and profit margins. (If surimi is being exported at $1.00 per pound with
a umit profit level of $.20 and the exchange rate is 100 yen per $1.00, the price of surimi in yen is
100 yen per pound.  If the dollar sppreciates to 125 yen per dollar, and the firm continues to
export surimi at $1.00 per pound, the import price becomes 125 yen.) Alternatively, the firm
can keep the price of the product in yen constant but this will result in less profit per unit sold.
(A sales price of 100 yen and a exchange rate of 125 yen per dollar reslts in sales price of
U.8.$0.80/1b for surimi—just covering the costs of production, but at this price there is no profit.)
Ancther option is for the company to implement a moderate price increase in yen which will
result in less sales but also partially capture lost profits.

However when the corresponding appreciation of the dollar against the yen is the current
depreciation of the Thai baht against the yen and dollar making Thai surimi more competitive in
‘meJapanesemarketcumparedtoU.S.product. According to Bill Atkinson's News Report
(2/19/98)—"With the economic troubles in Thailand, surimi and imitation crab packers are
aggressively trying to export their production to get foreign exchange.”  This is an example of
exchange rates affecting price. Generally speaking, in setting prices for the Japanese market
based on changes in dollar/yen exchange rate, U.S. packers will have tc account for changes in
exchange rates with other competitors such as Thailand and in Korea and in other consuming
markets such as Europe and Korea. This in turn could change product mix decisions as falling
surimi prices make the production of fillet production more attractive.
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Pollock Fillets
' 1991 1894 1996
(1)U.S. Production Tons
Fillet/BlockQF N/A 28,985 22232
Daep Skin N/A 24,602 43,234
Total 65,029 53,587 65466
(Q)U.S. Exports  Fillels and Blocks
Germany Tons 8,602 3,080 .
Garmany 1000% $20,781  $5,328 v
Germany $Ton $2416 51,730 *
Germany $/b $1.10 $0.78
Caneda Tons 1,304 133 760
Denmack Tons 2,692 0 i}
UK Tons 837 2 ¢
Japan Tons 387 1.053 3,663
R.Korea Tons 6638 170 2,147
Total Tons 16,075 5,218 7,352
Totai 10003 $42,601 $11,091 $16,069
Total $/Ton $2650 $2126 $2,188
Teotal $b $120 $0.96 $0.89
{3)U.S. Imports
Blocks
China Tons 7804 23468 34,323
China 10008 $17,844 $27.882 351640
China $/Ton $2287 $1.188  $1,505
China b $1.04 $0.54 $0.68
’ Russia Tons 3,014 8672 29,574
Russia  1000% §7434 $13446 $55,604
Russia $/Ton 2466 $1,551 $1,880
Russia $b $1.12 $0.70 $0.85
R.Korea Tons 9,776 * .
Poland Tons 4,363 433 .
Thailand Tons 3,589 - *
Total Tons 31,328 33700 65425
Tetal 10008 $77272 $44,134 $109,985
Tetal $/Ton $2468 31,310 51,681

Total $/ip $1.12 $0.59 20.76

i
L8|
Nl
9]
12
via
vhy

i)



Pollock Fillets-2
U.S. Imports

4
imports

Eurapean

Fillets
China
China
China
China

Russia
R.Korea
Poland
Thalland

Total
Total
Total
Total

usAa
China
8.Korea
Russia
Paland
Other
Tetal

T
wl

L
T

1991 1854
Tons 1,584 9,302
10008 $3.905 §13,008
$Ten 32465 51,389
S $1.12 $0.63
0 1,256
Tons 1,785 *
Tons 844 0
TJons 458 *
Tans 13,829 19,837
1000% $42,471 $38974
¥/Ton $3,071 $1,955
$/b $1.39 $0.89
Alaska Pofiock Fillets and Blocks
Tons 17.137 9,557
Tens 5,729 27694
Tons 2,522 742
Tons 4212 23,978
Taons 26,648 43,537
Tons 8683 658
Tons 56,811 106,168

* loss than 100 tons or less than $1 million

Totals include countries not ksted

U.S. Imports include Atiantic poliock.

M
L
16
i
N
1

1988

18,854
$30,751
$1,622
$0.74

24,298
$46,273
$1,804
$0.88

1,167
42,011 .

77,742
18,454
852
140,331

U.S. Exports and Imports are Nationai Estimates (Al Customs

Districts)



Poilock Roe -
{(5) U.S. Production

(6) U.S. Exports
Japan
Japan
Japan
Japan

Korea
Other

Total
Total
Total
Total

(T} US. Imports
Total

-~ Total

Total
Total

{8) Japanese Imports
Total
Total
Total

U.8.
U.s.
us.

Russia
Russia
Russia

China
China
China

R. Korea
R.Korea
R.Korea

1981 1884 1986

Tons 21,326 11,622 14,4192
Tons 16,085 7,975 11,687
1000% $120,306 §$79,924 $140,050
STon $8,595 $10,022 211,983
&b $3.90 $4.55 $5.44
Tons 2,847 837 864
Tons o587 94 732
Tens 18,969 9,006 13,283
10008 $163,440 $85,817 $154,633
&Ton $8617 $9,973 $11,641
$/1b $3an $4.52 $5.28
Tons §3 55 176
1000% $800 $451 $2,251
$/Ton $11,321 $8,200 $12,790
b $5.14 $3.72 $5.80
{poliock, hake, and cod roe frazen)

Tons 34,167 36,038 44,868
10008 $336,332 $408,437 $449,568
$/Ton $9844 $11334 510,020
Tons 19,844 11,831 15,653
1000$ $200,338 $135458 $181,953
§/Ton $10,086 $11,451 $11624
Tons 9083 21,875 25575
10008 $82,844 $250,604 $231,141
$Mon $9.121  $11.461 $9,038
Tons 253 295 289
1000% $2,043 2441 $1,804
$/Ton $8,075 $8284  $6,577
Tons 3.811 1,305 1,628
10008 $42.630 $14.398 $18.,626

$/Ton $11,265 $11,036 $11,440
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(8)
Japanese Supply 1991 1994 1898
Beginning Inventory 10000 20000 28000
Domestic Production 12120 8000 3700

Donut 2200 4] 0
Hole

Import 34500 37230 §1520
Tetal 58220 65230 83220
Mentai Roe 2540 4870 15700

Sourca BANR Issue £81-12/18/96

Exports and Import totals may include countries not listed.
Japanese imports include Japanese joint-venture production and U.S. flag production in
non-U.S. waters.
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Surimi Overview
1981 1594 1986
(10) U.S. Production

Poliock Tons 134,772 178,238 156,851
Whiting*  Tons 21000 33,000 30,000
Total Tons 152,772 211,238 186,851
(11) U.S. Exports
France Tons N/A 1,328 20024
italy Tons N/A 866 360.4
Spain Tens N/A 132 582.2
Malaysia Tons N/A 1028 11749.
Singapore Tons N/A 0 536.8
China tons NA 12,909 840.9
RKerea Tons NA 12,508 14,734
Hong Korng Tons N/A 856 177
Taiwan Tons N/A 3.014 3,023
Japan Tens N/A 120,506 102694
Tolal Tons N/A 142,489 128471
France 10603 N/A 2476 36979
Italy 10005 N/A 1,988 855.6
Spain 10008 N/A 270 13507
Malaysia 1000$ N/A 2,044 2512
Singapore 1000% N/A 0 1100.1
China 1000% N/A 26,577  1060.9
RKorea  1000$ NA 25577 28,335
Hong Keng 10009 N/A 1,209 458
Taiwan 10008 N/A 6,015 6,061
Japan 1000% N/A 275484 217441
Total 1000% NA 318,842 268,085
- 1994 1996
France $/Ton N/A  $1,864 $1.8475D $0.85 $0.84
italy $Ton NA  $2297 $2,374 %/ $1.04 $1.08
Spain $/Ton NA 52,044  $2,3208/b $0.93 $1.05
Malaysia $Ton N/A  $1,9882  $2,138 %/ $0.80 $0.97
Singapore $/Ten N/A $2,049 $/b $0.00 $0.93
China &Ton NA 31081  $1,282 %M $0.80 $0.57
R.Kerea  $/Ton NA  $1,881 $1,823 /b $0.80 $0.87
Hong Kong $/Ton N/A 31,517  $2.593%b 5068 $1.18
Taiwan $Ton NA 31986  $2,005 b $0.91 $0.91
Japan &Ton N/A 32286 $2.417 $/b $1.04 $0.96

Total $Ton NA 32238  $2,087 §/b $1.01 $0.95

"



Surimi
{12} U.S. Imports

Canada
Russia
Total

Canada
Russia
Total

Canada
Russia
Total

(13) Japanese Imports

Tons
Tons
Tons

$1.000
$1,000
$1,000

$/Ton
$Ton
$Ton

Cod, Pollock, & Hake

R. Korea
China
USSR
UsA
Total

R. Korea
China
USSR
USA
Total

R. Korea
China
USSR
USA
Total

Itoyroi
Thailand
Total

Tons
Tens
Tons
Tons
Tons

$1,000
$1,000
$1,000
$1,000
$1,000

$/Ton
$/Ton
$Ton
$/Ton
$/Ton

Tons
Tons

1991

1991
1,787

12,368
102,938
118,971

$8,174
$0
$41,793
$374,265
$428,512

$4,574
$3,370

$3,638
$3,602

29,128
29,884

1594
2,188
0
2,207

$3.408
30
$3,433

$1,867

$1,668

1994
677
2,888
17,308
142,589
163,714

$1,544
84,734
$36,639
$335,926
$379,267

$2,280
$1.641
$2.117
$2,356
$2,317

19,779
22,153

1886
400
12,707
13,296

$482
$15,262
$15,856

$1,206 $ib
$1,201 &b
$1,200 b

1998
211

339
15,766
126,887
143,878

$458
$611
$35,407
$259,088
$297,080

$2,175 b
$1,804 3>
32,246 $ib
$2,042 $iib
$2,064 §/b

21,682
28,507

(3
.

o
L}

1991
$2.07
$0.00
$1.53
$1.65
$1.63

(_I:l

vy
il
in
9]}

1984
$0.71

$0.71

1994

$1.03

$0.74
$0.95
$1.07
$1.05

1686
§0.85
$0.54
$0.54

1596
$0.99
$0.82
$1.02
$0.93
$0.594

;70
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(14) Eurcpean Imports of Surimi

1891 1884 1888

u.s. Tons N/A 3,957 3,493
Thafland Tons N/A, 178 25
China Tons N/A 0 2
RKorea Tons N/A 81 11
Russia Tons NIA 78 0
Argentina Tons N/A 16 797
Chile Tons N/A 48 1.240
Total Tons N/A 4,727 5,746

Euvropean imports Provided by Bill Aberle of Alaska Center for Intemational Business
and Eric Fleury, U.S. Embassy to the European Union (Brussels)

Exports and Import totals may include countries not listed.
Japanese imports include Japanese joint-venture production and U.S. flag production in

non-U.8. waters,
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World Surimi Production and Consumption
Figure A

World Surimi Production-by Producer

1000 tons

1891 1994 1696

m Other-Species
W Other Pollock

@ Korean Pollock
@ Russian Pollock
B U.S.-Pollock

B Japan-Pollock

Sourcas of Surimi Consumption and Production Estimates: BANR-various issues; "Pacific Whiting—Harvesting, Processing, and

Quality Assurance-A Workshop: 1992 (Sylvia and Morrissay editiors), INFOFISH.
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{15) Processor Prices—F.0.B. Alaska

Wholesale Prices Reportad by Alaska Processors

Fillets&Blocks Fillets&Blocks Fitlets&Blocks Roe Surimi
Skinless- Skinless- DeepSkin
Boneless Boneless

&DoepSkin
Inshore $Ab $1b $1b $/b $/b
1891 $1.38 ‘ $3.79 $1.28
1654 $0.71 $1.11 $3.685 $0.91
1968 $0.96 $1.24 $4.52 $0.82
Offshore
1891 $1.38 3466 $1.58
1984 $0.71 $1.11 $5.79 $0.84
1986 $0.98 $1.24 $5.03 $0.88

Based cn Production and Revenue/Price Data Reported to NMFS (1691, 1884) and
ADF&G(1996) Annual Surveys of Processors

To protect the confidantiality of processors, fillet prices are based on combining
inshore and offshore data.
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Wholesale Prices--C&F Japan or F.Q.B--U.S. Market
Figure C

Price Trends

FA-surimi U.S.
- - - - Blocks-DeepSkin-U.S.

= = m=Blocks-single-U.S.

Source--Umer Barry; Japan Marine Products Importers Asscciation
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Figure D
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Japanese Surimi Inventories

180

1049 tons

a@?&&ééﬁé

12-88 to 08-97
| —F ofock ———-Othor ™==Tota ———Ave-12 month |

13ijiiiiiaigiies

Sources of Inventory data include BANR (various issues) and U.S. Embassy of Japan.

A
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Figure E

!
Ralative Trends-Jan 80=1.60 1]

———Japar-surimi pice = = =U.S. pollock block price

(7



Million U.S. $

Total Imports of Chinese and Russian Pollock Products into
Japan, Europe, and U.S.

B Russia
EChina

1991 | 1994 | 1906
Excludes Chinese Exports of Surimi-Based Products
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Foreign Exchange Rates Indexes

index-1/91=1.00




Report Dats Source Period mmqmmmnwdsm Grade Spaciss
Wies 5W 884 CNF-Japan FA Pallock
2M6/87  SW New-#7 «35 £.27 SA Pollock
121887 SW Nowb? 35 0.7 SA Blus Whiting
2nemT SW Nowa? 36 .57 Atka Maciorsl
12HMERT  SW Newd7 7.5 .06 Haks-WOC
121807 SW Now-87 «T.5 -0.68 Hake-WOC
121emT  SW Nowd? 28 £.05 KA Horze MeckstelChie
1216/8T  SW Kowd? 35 042 Pollack
121487  SW Octo7 asd amn end-iner SA golden threadfin
121997 SW Deka7 30 7 onduser  SA gokion threadfin
1217 8w Oc97 300 2.4 snd-usar  Na.2 Pollock
“rant  SW Celd7 1.1 Sestte A Pellock
112087 SW QciT 1 Sostte KA Pollock
TRN? SW Oet-87 0.97 Seatthe KB Pallock
MWIRT SW JulkdT 215 FOB-? akn-WOC
WZIET  BW Juag 184 FOB? kigka-WWOC
1072797 SW 78 460 anduper  SA Poilock
wermr  Sw 7B Lol endusar  FA Pellozk
wwZINT W 7B 420 end-utar A Poliock
VBT SW 7B ss andusar KA Poliock
WI0NT B SepT 450 360 &A Paliock
oMeRT  SW Sop07 440 k1)) 3A B Whiting
16/1CRT W SepT 400 s FA Pollack
TVONT  5W SepdT  300-400 3.200.28 Fa Pallock
104087  SW SepS7 288 234 Polloci
104087 SW Sepd? us =0 Atks Mackaml
10M007 5 Sep-a7 s 184 Jurel
AOHOET  SW Sap-g7 320 282 AA Molnss
WOAMET  SW Sep-a? 285 242 A Mairusa
10HONT  SW Oeld? 286 234 Puilock
10M8T SW 978 e 288 CNFJapan  FA Pollecic
10T SW 978 355 M CNF~Japan FA Petiock
WoNRT  SW orB 420 44 wsxunrchoussJupan FA Pollack
HMET  SW rogd7 325 248 and-iupar Puilock
1087  SW Sepa? 265 2177 ondeusir Pollock
Table 186.

(Table 16)
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Report Daie Source Petlod Price-Yikg Price-§/Kg Price-$1b Leval of Sale Grade Spocias Produger Type Burket
amaT SW 07 T ‘26 CNF-dupan Pdlock A lapan
/20/87 SW Sep-37 325 285 ex-plam Poflosk Hokkalde A Japidn
144,74 EwW €78 ass 29 FA Palioek AtSex O Japan
rof 1 SW a7-A e CNF-Jagan Poliock A Japan
82T sw 478 - 70 3.4t CNF-Japan FA Poliock coQ A Jepan
aaes  SW 9B 3as 324 CNF-Japsn  SA Profineic lapen
aNInT SW Aug-97 405 343 A Poliock AtSex A Jepen
aMIn? SW ag-a7 s 268 B Pallack At-Sem A lepgmn
SH T SW Aug-57 305 235 High Pl Share A lupsn
SsN19T BW Aug-aT sas 300 Low Peboek Shors A Jupen
MY SW Aug-97 395 335 SA Argartine A Jwpan
anMtweT  SW Augit 208 178 KA Horse Mackami-Cirle A lapmn
19T SWimad? s 267 ChFJspan FA Haka-WOC Tysonsahore? O Jlapan
ainT SW tmet 97 o0 54 CHF-Japan A Hake-WOC Tyscra-shore? O Japen
aM1NT SW et 97 b1y 225 CNFJapan KA Hal-WOC Tyscne-shore? Q Jopan
SHINT  SW Imporl 200 25 CNRJepan  ALL Pokinck tsfom U.S. to Japan A Jepan
a7  SW [mpod 28 24 CNFJapsn Al Olhwr CodtefromU.S.to Japan A Jepn
M7 5W lmpot 2 23 CNF Jupan Al Theoadtn  Japanoss imporis A Jepen
[ BW May T 23 CHFKorea Pollock U8 A Kowes
81987  SW May 86 204 CNF-Koma Pollock Us. A Korem
a7 SN May &7 1.5 CNF-Koren Haim-WOC Us. A HKome
il g SW May 58 1.1 CNF-Keron Huka-WOC Us. A Kom
BHSNT SN AugET MS 202 CNF Japan  FA Huse-WOC Trdert A Jupen
aMSRT SW AT 25 275 CHF-Japen A Hakn-WOC Tidont A Japan
BT W Aug? 290 248 CNF-Japen HakeWOC Tidant A Japmn
sHamT  SW A7 179 143 Bus Shark Jepsen A Jupsn
BMSmT  SW Augd 128 Blue Shark Japsn A Japan
Ty BW Julg7 a8 3.3 ohdimar FA HakeWOC AbSca A Japen
T2 SW lubg? 0 R and-yer A Haiy-WOC A-Ssa A Japan
Tzzer  SW 97 840 2.94 anduser KA Hake-WOC ASss A lmpmn
™MantT SN JuaT 20 a7 desisrs-Japan Poliosk A Sspan
THaaT SW 97 M7 1.94 dosisre-Japan Ata-Maciorel A Japan
THawY QW a7 380 33 ond-Laer Hake-WOC Achigh  Japan
a3neT BT June7 35 Hel-WOC AbSes A Jmpan
-~
Report Dats Source WI‘M'IMPMPMWO!MQ“ Species Producor Type Mariat
111397 ST an-77 353 Harbor SA Polock A Japen
111y97 ST an67? e FOB-Dutch Harber FA Poliock A Japan
S1957 BANR 55-B o 1.15 CNF-Japan SA polock American Seafoods? A Jagan
anem’? BANR 5B 200 1.08 CNF-Japan  FA Poock American Seafoods? A Japan
¥i4N7 BANR 088 e 1.0 CNF-Japan A Pollock American Sexfoods? A Japan
aae7 BANR 97-A 440 1.7 GNF-Japsn SA Pollock American P Japan
3MUPT BANR O7A 320 1.19 CNF-Japan  FA Pollock Amarican Seafoods? P Japan
wiseT BANR 9T-A 300 1.12 GNF-Japan A Pollack Ameriean P apan
AHOMT? BANR 9TA 430 18 ond-user  SA Pollock Amarican P Japan
JHERT BANR 1A 420 1.449 and-usar FA Poliock Amafican P Japan
3M6A7 BANR UT-A 380 142 ong-user A Pollock Amarican Seatoods? P Japan
SH4RT BANR Apr07 450 1.54 wholsssls-lapan  5A Pofosk us. O Japen
EM4B7? BANR Aped7 430 1.5 wholesals-Jagan  FA Poliock us. O Jspen
snaa7 BANR Apr97 30 \zr wholesals-Jagan ALKA Paliock Uus. O Japan
82547 BANR SON-97 310 1.24 CKF-lapan Hake-WOC Al-Sea P Japan
822587 BANR son90 210 0.8 CNF Haka-WOO AtSea P Japan
7257 BANR sond? Mné 133 CNF  FA Hake-WOC Shere P Japan
712%7 BANR son.87 R0 12 CNF-Japan FA? Hake-WOC At-Sea P Jepan
1778 BANR Apr@7 450 1.86 end-yger T A Jmpan
478 BANR Apr-0é 350 121 ond-uzer A Jepan
2sam8 BANR Feb.88 300 1.43 end-user SA hreadiin tream A Japan
. ImMTaes S0 Oa97 80 SA Pollock A Japan
1011788 S0 Ocha? 1.14 KA Pafiock A US
SWaSasworkdshitp.iwww.som-warld.com
BANR=GH Atkinaon News Reporianawastinf
Trands-rewslatier
SMWM
Typouis the iypo of price-A-kchual, O=Offer, P=Projecisd
—~

Table 16

2/

TOTAL P.22



AGENDA C-1
APRIL 1998
SUPPLEMENTAL

ed en
April 17, 1998

OF
INSHORE/OFFSHORE 3
EA/RIRIRFA

To supplement the employment information in the Sector Profiles (Appendix I, Tab 6) for the /O3 analysis,
the following is attached:

1)
2)
3)

4)

Employment by companies represented by At-sea Processors Association (APA) for 1996 and 1997.
Summary of annual employment by firm for the Inshore sector.
Summary of Inshore and Offshore employees residing in Alaska by zip code.

Data submittal letter from APA describing the information and how it was developed.
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Verification of Residency of Workers Reported as Alaska Residents by APA

AK Residents Non-AK Res. % Nop-AK

1996[SSNs Supplied by APA 182 2,742 93.8%
Employment Opportunitics in APA Report 177 2,747 93.9%

SSN matches with PFD 150 2,774 94 .9%

SSN matches as AK licensed drivers 166 2,758 94.3%

SSN matches as AK. registered voters 109 2,815 96.3%

SSN matches with PFD & dsivers license 174 2,750 94 0%
1597|SSNs Supplied by APA 392 3,722 90.5%
Employment Opportunities in APA Report 366 3,748 91.1%

SSN matches with PFD 203 3,821 92.9%

SSN matches as AK licensed drivers 330 3,784 92.0%

SSN matches as AK registered voters 179 3,935 05.6%

SSN matches with PFD & drivers license 355 3,759 91.4%

Source: APA supplied SSNs verified using Alaska Department of Labor Residence data bases

Employment Reported by the At-sea Processors Association

APA Reported Information AK Residents Non-AK Res. % Non-AK
Employment 1996 177 2,747 93.9%
Opportunities 1997 366 3,748 91.1%

FTE 1996 78 1,764 95.8%
Employment 1997 196 3,056 94.0%

Source: APA Report to the NPFMC

Note: Only members of APA are included in these offshore employment counts




Table Showing Annuaf Inshore Resident and Nonresident Employment’

Tatal Resident Nonsesident % Nonresident
Workers Workers Workers Workers

1598 5,687 837 4,850 65.3

1997 5,908 809 5,009 86.3

'Resident and Nanresident Workers for Selected Seafood Processing Firms and Locations

Alyeska Seafoods (Aleutians West), NN Victor Partnership (Aleutians West), Peter Pan Seafoods {Aleutians East),
Unisea (Aleutians West), Tyson Seafoods (Aleutians), Unisea (Alautians West), Westward Seafpods
{Aleutians East and Other Locations) in Alaska 1996/1997, using unduplicated SSN's by year

Source: Alaska Department of Labor, Research and Analysis

DRAFT



Table of Resident and Nonresident Workers for Selected Inshore Poliock Processing Firms®

lemployer Area Name Tota) Resident Nonresident % Nonresident
Year Name Workers Workers Warkers Workers
1998 ALYESKA SEAFOODS INC Aleutians West 409 138 27 66.3
1998 NN VICTOR PARTNERSHIP Aleutians West 438 2 438 995
1996 PETER PAN SEAFOODS ING Aleutians East 844 190 854 778
1996 TRIDENT SEAFOODS CORP Aleutlans East 1,760 116 1,644 93.4
1998 TYSON SEAFOOD GROUP INC  Floater 362 38 a4 895
1998 UNISEA INC Aloutians West 1,260 241 1,048 813
1998 WESTWARD SEAFOOD INC Aleutians West 827 17 510 813
Total 6,728 642 4,807 86.3
1907 ALYESKA SEAFOODS INC Alsutians West 364 114 253 69.5
1997 NN VICTOR PARTNERSHIP Aleutlans West 445 2 443 99.6
1897 PETER PAN SEAFOODS ING Aleutlans East 807 188 721 795
1997 TRIDENT SEAFOODS CORP Aleutians East 1,778 119 1,659 93.3
1997 TYSON SEAFOOD GROUP INC  Floater 267 39 228 85.4
1997 UNISEA INC Aleutians West 1,487 229 1,258 846
1997 WESTWARD SEAFOOD INC Alsutians West 705 131 574 81.4
Total 5,953 817 5,136 86.3

'Resident and Nonresldent Workers for Selacted Seafood Processing Firms and Locations

and Total Resident and Nonresident Earnings for the Group of Selected Firms by Year-Alaska 1896/1997

Unduplicated Worker Count by Empoyer and Area

Source; Alaska Dapartment of Labor, Research and Analysis

DRAFT




TABLE OF RESIDENCY OF EMPLOYEE'S HIRED BY
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ONSHORE COMPANIES 1996

EMPLOYEE EMPLOYEE EMPLOYEE
RESIDENCE COUNT RESIDENCE COUNT RESIDENCE COUNT
Dutch Harbor 275 Kotlik 3 Scammon Bay
Anchorage 193 Mekoryuk 2  Talkeetna
Unalaska 121 Soldotna 3 Anderson
Sand Point 58 Juneau 2 Tuntutuliak
King Cove 54 Skagway 2 Barrow
St. Paul Island 28 Chevak 2 Cantwell
Akutan 23 Kipnik 2  Haines
Kodiak 21 Nikiski 2  Ketchikan
False Pass ] Quinhagak 2  Togiak
Bethal 89 - Sheldon Point 2 MNorth Pole
Fairbanks 9 iliamna 1 Sutton
Cordova 5 Alakanuk 1 Ninilchik
Wasilla 5 Diliingham 1 Toksook Bay
Palmer 4 Girdwood 1 Petersburg
Mountain Village 4 Kasilof 1
Chefomak 4 Cold Bay 1
Eagle River 3 Elemendorf AFB 1
Egegik 3 Hooper Bay 1
Homer 3 King Salmon 1
Kenai 3 MNapakiak 1

TABLE OF RESIDENCY OF EMPLOYEE'S HIRED BY

ONSHORE COMPANIES 1997

EMPLOYEE EMPLOYEE EMPLOYEE
RESIDENCE COUNT RESIDENCE COUNT RESIDENCE COUNT
Dutch Harbor 226 Kenai 3 Eiemendorf AFB
Anchorage 187 Mountain Village 3 Girdwood
Unalaska 116 Palmer 3 Glenallen
Sand Point 53 Dillingham 2 Goodnews Bay
King Cove 46 Holy Cross 2 lliamna
Kediak 141 Kipnik. 2  Kasiof
St. Paul Istand 41 Nikiski 2 Kwethluk
AXkutan 23 New Stuyahok 2  Napakiak
Juneau 9 Pilot Station 2 Ninilchik
Alakanuk 6 Seward 2 Quinhagak
Fairbanks 6 Togiak 2 Shageluk
False Pass 6 Toksook Bay 2 Nightmute
Ketchikan 5 Tuntutuliak 2 Minto
Wasilla 5 Tunanak 2 Haines
Petersburg 5 Nulato 2 Sitka
Cordova 4 Anderson 1 Skagway
Mekoryuk 4 Cold Bay 1 Thormne Bay
Soldotna 4 Emmonak 1 Ward Cove
Bethal 3 Hughes 1
Homer 3 Eagle River 1



TABLE OF RESIDENCY OF EMPLOYEE'S HIRED BY
THE A.P.A. FLEET 1986

—
EMPLOYEE EMPLOYEE EMPLOYEE
RESIDENCE COUNT RESIDENCE COUNT RESIDENCE COUNT
Anchorage 30 Alakanuk 2 King Salmon 1
Billingham 21 Aleknagik 2 Kodiak 1
Togiak 14 Pilot Point 2  Valdez 1
Manokotak 9 Wasilla 2 Two Rivers 1
Shaktoolik 9 Saint Micheal 2 Koyuk 1
Stebbins 9 Unalaska 2 Wales 1
Emmonak 8 Wasilla 2
Kotlik 4 Dutch Harbor 2
Spenard 4 Brevig Mission 2
Bethal 3 Fairbanks 2
Egegik 3 Akutan 1
tHomer 3 Eagie River 1
Unalakieet 3 Failse Pass 1
Elim 3 Girdwood 1
Gambell 3 lliamna 1
Nome 3 Kenai 1

TABLE OF RESIDENCY OF EMPLOYEE'S HIRED BY

-, THE A.P.A. FLEET 1997
ENMPLOYEE EMPLOYEE EMPLOYEE
RESIDENCE COUNT RESIDENCE COUNT RESIDENCE COUNT
Anchorage 66 Wasilla 3 Levelock 1
Dillingham 36 Unaiakeet 3 Mekoryuk 1
Emmonak 22 Elim 3 Naknek 1
Togiak 15 Aleknagik 2 Filot Point 1
Kotlik 12 Clarks Point 2 Pilot Station 1
Alakanuk 10 Hooper Bay 2  South Naknek 1
Manokotak 8 Kwethluk 2 Valdez 1
New Stuyahok 7 Ninilchik 2 Gambell 1
Stebbins 7 Soldotna 2 Nenana 1
Bethal 6 Seward 2 Tok 1
Fairbanks ] Sheldon Point 2 Douglas 1
Iamna ] Unalaska 2 Haines 1
Kodiak 5 Nome 2 Petersbung 1
Unalaska 5 Juneau 1 Sitka 1
Dutch Harbor 5 Atka 1 Ketchikan 1
Koyuk 5 Chevak 1 Ward Cove ]
Homer 4 Eagle River 1
Moutain Village 4 Eek 1
Napakiak 4 Egegik 1
Palmer 4 False Pass 1
Soldotna 4 Goodnews Bay 1

A" shaxtoolik 4  Kenai 1
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B AT-SEA PROCESSORS ASSOCIATION
‘ﬁ Partners for Healthy Fisheries

April 15, 1998

To: Darrell Brannan, North Pacific Fishery Management Council
SENT V1A FAX
From: Ed Richardson

Re: APA employment impacts for 1996 and 1997

Attached please find supwnary tables for APA employment impacts for 1996 and 1997. As the
table headings indicate, the statistics refer to employment opportunities. That is to say, APA
companies, within the course of operating the vessels listed below during 1996 and 1997, provided the
tabled numbers of employment opportunities (i.e., jobs). What is fmportant to note is that, for the case
where an APA company provided a job for an individual during the pollock A season, and a second APA
company provided a job for the same individual, say, during the pollock B scason, this individual
would have received two employment opportunities (jobs). Because not all APA member comparies
provided SSN's to identify individual employees, it was not possible to refine the employment
estimates to the point where a total number of unique individuals could be counted. However, from
what I understand about how plant employment is indicated shoreside, i.e., that is it done by counting
the work force at a standard point in time each guarter, it would appear that the shoreside
employment estimates also do not measure employment impacts on the basis of unique individuals.

In compiling the tables, residency was based on the address that employees supplied to AFA
member companies and the job category indicates the task for which the employee was hired. The pay
and benefits amounts include direct (gross) wages as well as company matching contributions to
retirement plans and the purchase of health insurance coverage for those instances where these benetiis o
are provided. The APA job categories included with the tables include generally the following tasks.

1. Administration
Shore-based company management, human resource, and accounting services
some vessel-based processing plant management sexvices

2. Fishing
Vessel captain and navigation services, fish master, fishing-gear operations crew
deck winch operation

3. Processing
Processing plant labor services, product quality control, packaging and storage,
plant equipment maintenance and repair

4. Engineering
Repair and maintenance of vessel propulsion and electrical systems and

systems to support plant and hotel operations (e.g. freshwater production)

5. Hotel and Galley
Hotel operations services - cooking, cleaning, laundry, provisioning, and storage

Obviously, the size of APA member company cperations and labor service requirements changes
as business opportunities change. As the tables indicate, the number of employment opportunities
provided by APA member companies increased by about a third during 1996-1997, moving 1o just over
4,100 opportunities during 1997 from just under 3,000 opportunities during 1996. In large part, these
increased opportunities resulted because APA member companies operated more vessels in the BSAI
pollock fishery duzing 1997 than during 1996. The lists of vessels that APA member companies operated Famn
during 1996 and 1997 are provided below. However, it should be noted here that during 1996 the vessels

AL
% SEATTIE 4039 215t Avenue West Teh, (206) 2855139 ALASKA B0, Box 92001 @Pf:rged winh S R ks
R 4 Suite 400 Fax; (206) 2851841 Dutuit Harbor, AK 99652 an Beecled Aukd Fres Pover
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CF Northern Jaeger, CI' Northern Hawk, and CP Northern Eagle were operated by member American
Seafoods Company only during November and December of 1996, after the vessels had stopped fishing
for the year. For this reason, the 1996 APA data includes only a small quantity of labor services to
support ship-yard work on these three vessels.

1996 1997
Alaska Ocean Alaska Ocean
American Fmpress American Empress
American Dynasty American Dynasty
American Triumph American Trivmph
Arctic Storm Arcte Storm
Arctic Ford Axctic ord
Endurance Endurance
Northern Glacier Northemn Glacier
Ocean Rover Ocean Rover
Pacific Glacier Pacific Glacier
Highland Light Highland Light
Starbound Starbound
Pacific Scout Pacifie Scout
Pacific Explorer Pacific Explorer
Pacific Navigator Pacitic Navigator
Northern Eagle (late year shipyard only)* Northem Eagle
Northern Hawk (late year shipyard only)* Northern Hawk
Northern Jaeger (fate year shipyard only)* Northern Jaeger
Rebecca Ann
Victoria Ann
Christina Ann
Elizabeth Ann
Katie Ann

Please call if you have questions or require additional information.

~Sincerely,
<
MJ Wﬁ
Edward kRichardson .

¢e: Jeff Hadland, Alaska Department of Labor
Mike Downs, Impact Assessment
Mike Galginaitis, Impact Assassment

+ Vessel fished the 1996 A and B-seasons while owned by Ocean Traw], Inc.
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APA Companies — Summary of 1997 Employment Impacts.
Employment Gross Pay FTE Years of
Opportunities and Benefits Employment 3
4,114 $108,013,602 3,252
Pay and Benefits by State
Employment Cross Pay FTE Years of
Opportunities and Benefits ($) Employment
Alaska 366 4,720,743 194
Washington 2,663 76,254,686 2,180
QOregon 151 3,292,628 11
Idaho 51 1,658,172 48
Montana 28 652,514 20
California 338 7455,701 272
Other 517 13,979,158 426
Pay and Benefits by Job Category
Employment Pay and Benefits ($) Employment (FIE Years)
Opportunities Total Median Total Median
Administration 390 17,018,555 32425 358 0.54 ‘
Fishing 290 17,894,068 50,718 314 1.02
Processing 2,919 57,872,709 12,850 2,138 0.59
Engineering 347 11,034,621 15816 294 0.73
Hotel and Galley 168 4,193,647 19,752 147 0.78

2 One full-time equivalent (FTE) year of employment is calculated as 240 eight-hour work days.
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APA Companies — Summary of 1996 Employment Impacts (Ali).

Employment Gross Pay FTE Years of
Opportunities and Benefits Employment 2
2,924 $72,591,825 1,841
Pay and Benefits by State
Empl.byment Gross Pay FTE Years of
Opportunities and Benefits (5) Employment
Alaska 177 2,140,853 77.5
Washington 1,958 52,652,553 1,294.0
Oregon 109 2,674,243 69.9
Idaho 43 1,214,044 29.9
Montana 27 516,623 174
California 257 4,340,657 136.9
Other 353 9,052,872 2136

Pay and Benefits by Job Category P

Employment Pay and Benefits ($) Employment (FTE Years)

Opportunities Total Median Total Median
Administration 163 7,487,199 33,324 119.8 101
Fishing 206 12,677,129 56,715 157.0 0.95
Processing 2,144 37,556,059 13,858 1,2443 0.56
Engineering 281 11,132,897 28,787 218.1 0.96
Hotel and Galley 130 3,738,541 27,740 1017 1.04

4 QOne full-ime equivalent (FIE) year of employment is calculated as 240 eight-hour work days.

b Includes 1,417 employment opportunities with job category unknown allocated in proportion to those
cpportunities with known job category.
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ASC Alaska
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Alaskan Politlcs - The Problem
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Inshore / Offshore 11I: Key Actions

» Create jobs in Alaska
» Dewlop / malntaln good Indastry
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» Publlc education through pald and frer
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> Publlc presentarions

» Lobbying

» Promote healthy environment
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Inshore / Offshore Ill: Analysis
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Inshore / Offshare I1I: Key Actions
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Create Jobs in Alaska

Develop / maintaln good industry
relationships

Public gducaton through pald and frer
media

Econaomlic activities and support
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Lobbying

Promote kealthy environment
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North Amerlcan Marketing & Sales
1 _9_9 7 Key Focuy Areus -
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Intrgrats markering, teiling, end revourcing erganizariony
Capturs program sywargise

Rrooden product mix

Develap revaurcing capabilinar
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Providing @ solid foan dation ta bwild the tnteygreded
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o

Mowt with key leginlators, includmg Stovens - AFTA,
AS8C

Contruct with in{luentisl advocatos
Disseminate ASC atory to the medie and tho public

Encourmge support from key Alaskans, community and

businces leaders

The Mi lssron

To hamess the power and
breadth of the newly integrated
company and service the North
American market

“ . from the ocean to the
plate....”
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The Mission
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To hamess the power and
breadth of the newly integrated
company and service the North
American market

°...from the ocean to the
plate....”
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NA Marketing & Sales - 1998

[ Objectives Jm r Focus Areas = I

A To becomaths bendlag mpplier of 1 D'ﬂldﬂ margin-basd

n Fer-nlmlhr'lmkql’hlud
Frrecarting discipline

1 Dwvslop perferm ance-bassd
evulortion syviam

'1 ASC Surimi Sales

Impartant 1997 Results

1 Launches of new products into [oodeervico national
accounts, gonorating .5 MM Iba. of incremental
volume

N Convorsion of soveral [oodscrvico distributors,
genersting 1 MM b, of incremental volume

0 Focus ou supply o chain rostaurents, generating 13-
20 MM Ibw on mnval basis

O Now business filled much of underutilized Friemor U8
capacity

O Orowth supported by ASC and NWS supply
capabilities

il 2]

Industrial Ingredients
- Sales and Marketing

0 Supply 1957 of Frionor
USA’s needs for North
Padfic resources

0 leversge ASC Japun us s
profitable sales sarvice
company

0 Dovelop new suriml

markety; leesen relisnce om

Jspan

FHIORID

Industrial Ingredients
Sales and Marketing

Devolop glebal alliances

Support NW 8 Northern European operationy
Atlain customer sorvico ealos support
Dovelop higher-margin product applications
(io° Chilean 8cabess)

aoQo
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Retall, Clubstore, Mass Merchandirer
Sales and Marketing

1 Duvelop non-traditdenal
produc spplcatiom for
treditbonel retsl]

1 Leverage rxisting Frienor
prodoct (Earope,
Thellend, 1/RA) ato
distribatien

a  Integrate the selv and
muarketing of Norlax
Bmoaked Balman

m @

Foodservice
Sales and Marketing

O Develop tnols to support scquisition of
budnesses, disrributors, and nattonal sccounts

0 Utlize Operetor Advisary Board to target now
products and trends

M Leversge Broker Advisory Coundil to Increase
sales force effoctivenes

e @

Trading and
it

0 Fxplors strategic slllances with global sea food
proceasors

O Further develop strafeglc / market driven
purchasdng progrems

1 Support broadening of the product mixz with
new species ofTerings

O Optimize utilization of
revenue-prododng channe

into highest-

FRICNIR] &

(feneral Marketing Initiativey

M Develop market-<driven Intsrnet Web Site
N Consolldate global on-line applicetions
M Consolldats Markeilng Man end Planning syatem

M FExplors synevgies between advertidng sgencles
=nd syppliers

s )

North American Marketing & Sales l
Haseline Volume Projections

O Approximately 133,000 MT of produci
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Norway Searoops ASA

The Group's involvement in the Seafoods sector consists of a 60.7% share in
Norway Seafoods.

Norway Seafoods was established
.« in December 1994 in order to

. restructure and further develop

- the RGI Group's seafood

orway Seafoods ASA

- based in Norway. In 1996, the
- company evolved from being a
g5 fishing-flect company into

products. The most important
event in 1996 was the move into Frionor, which is one of the leading producers
of seafood products in the Nordic countries, and one of the few Norwegian brand
names known outside of the country. Norway Seafoods was listed on the Oslo
Stock Exchange in May 1997.

In August 1996, Norway Seafoods purchased 33.2% of the shares in Frionor AS,
and in November the same year the company entered into an agreement with
Orkla to take over Orkla's 51.1% share in the company. In all, Norway Seafoods
at that point controlled just under 84% of the shares in Frionor. The two
companies decided to merge in January 1997.

> Norway Seafoods now represents a fully integrated seafood supplier.
Norway Seafoods' long-term strategy:

® to develop a significant global market share through licenses and
long-term resource alliances.

-——=> ® {gensure influence over the product's development from point of origin to
consumer, through vertical integration.

® to develop a leading brand name based on seafood products.

With this strategy, the objective is to establish stable and reliable operations,
generate a steady cash flow and be highly attractive for investors. This will in
turn generate popular and secure jobs.

Environmental Profile

A very important task has been to establish a sound environmental profile for the
company's operations, since it is in Norway Seafood's interest to ensure
responsible management of seafood resources. This is an aspect continuously in
focus in the company's ongoing operations.

The company's environmental profile is based on the following elements:

® Norway Seafoods shall contribute to sustainable and long-term
management of the world's fishing resources.
® Norway Seafoods shall have modern equipment on its boats in order to
p— minimise unwanted catch

® Norway Seafoods’ goal is to make the most use of each fish that is either
processed or caught.

104 4/17/98 4:47 PM
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After a restructuring process in the beginning of 1997, Norway Seafoods now has
two divisions. The ASC Group (American Seafoods Company) will be
responsible for the fishing and processing sides of the business, and Frionor will
be responsible for bringing the finished product to the consumer. The goal is to
integrate as much as possible of the company's own catch in the company's own
production process.

Operational str

- s

: |l ASC Group

Trawler | i !
operation i Processing |

Harvesting Division

The American Seafoods Company in Seattle is one of the leading producers of
white fish in the world, and their raw material supply consists mainly of Alaskan
pollock. Alaskan pollock is the world's largest white fish resource, and the fish is
sold primarily as frozen blocks of fillets or surimi. ASC's production takes place
onboard factory trawlers where the fish is cleaned, packaged and frozen in the
course of a few hours after it is caught. In addition to the fillet and surimi,
high-quality and valuable roe is also taken from the fish in the winter season.
The company's large factory trawlers produce fishmeal of the excess fish parts. In
Alaska, the ASC now operates 16 boats in all.

The ASC's operations in South America are primarily related to Argentinean
fishing activities, which focus on southern blue whiting, hoki and Chilean sea
bass. The Southern blue whiting and hoki is used to make surimi and fishmeal,
while Chilean sea bass is sold as a very exclusive product in North America and
the Far East. In all, five boats are in operation for the ASC in the southern
hemisphere.

The ASC Group also has entered into a joint venture with Russian partners, in
which ten large Russian factory trawlers are in operation.

The Processing Division
This division will be built up around the Frionor system, with a focus on
consumer brand names.

4/17/98 4:47 PM
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Denmark | 1

Trondheim | | Morlax | Seattle |
Melbu | Thorfisk New Bedford |

Skaarfish | Thorfisk Tr. |  Thailand |
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Frionor A/S is an international marketer of frozen food products. The company's
main products are frozen fish and seafoed. Frionor markets its brand names
through retailers and volume buyers. Since 1946, the Frionor brand has
developed into one of Norway’s few internationally known brand names. Frionor
exports its products to around 30 markets, and has an extensive network of
subsidiaries, agents and distributors on four continents. The company has its own
production facilities in Norway, Thailand and the USA.

Skaarfish Group AS is one of Norway's largest producers and exporters of fish,
and was purchased early in 1995. Skaarfish's business is concentrated on pelagic
fish, eg. herring and mackerel, as well as salmon. In 1996, the company's
processing factory for salmon processed about 1500 tonnes of salmon. In all, the
Skaarfish Group produced more than 115 000 tonnes of seafood products in
1996.

Melbu Fiskeindustri AS, in which Norway Seafoods has a 70% share, is active
in most parts of the seafood business. They own both land-based production
facilities, as well as five trawlers that supply fish to land-based processing
facilities. Historically, Melbu has produced considerable amounts of frozen
blocks of fish fillets, while in the future they will try to supply fish products with
a higher degree of processing. The management and employees own the
remaining 30% of the shares in the company.

In Denmark, all activity is organised through Foodmark Holding. Foodmark
Holding is made up of Norlax, Thorfisk og Thorfisk Trading. Norlax is one of
the leading producers of smoked salmon in Europe, and stands for about 40% of
the Danish exports of smoked salmon. The company has been-in a restructuring
phase, in which attention has been focused on quality and efficiency. This has
resulted in the launch of the company's products into new markets under the
Norlax name. In 1996, the company produced more than 4 000 tonnes of
finished fish products.

Thorfisk, located in Grenna in Danmark, is a processing company for the
production of frozen fish products, and Thorfisk Trading is one of Europe's
largest distributors of fresh seafood products to supermarkets and seafood
wholesalers in Europe. Together, these two companies produced more than 54
000 tonnes of seafood products in 1996.

The Market

4/17/98 4:47 PM
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Annually, about 100 million tonnes of fish - including fish from fish-farms - are
harvested around the world. About 70% of the total catch is used for food
production. The consumption of fish has on a global basis risen from 3.5 kg. per
capita in 1950 to approx. 18.3 kg. per capita in 1993. The consumption and
fishing of fish has globally increased by more than 3% annually in the period
from 1950 to 1993, with a levelling out taking place in recent years. The increase
in the production of finished products is partly a result of more effective fishing
and processing techniques.

White fish is the most important resource for Norway Seafoods. The catch of
Alaskan pollock comprises about 60% of the world's catch of white fish, while
the catch of the next most important fish species -- cod - makes up about 20%.

The most important products for Norway Seafoods in Alaska are surimi, fillet
and roe (all from pollock). Surimi is sold primarily to Asia. The fillets are sold
primarily to markets in North America and Europe.

The business activity in South America is primarily geared for the production of
surimi from southern blue whiting, as well as "fillet" and "gut and cleaned”
products of Chilcan séa bass. The surimi production from South America is also
sold to the Asian market. Chilean sea bass is sold primarily as "fillet” and "gut
and cleaned” to markets in North Americz and the Far East.

Both the rate of harvest and stock of Alaskan pollock has been stable,

Price of Surimi The meost important single market

A ppmcn

for surimi is Japan. Historically,

1980s and continuing right up to
. today, however, the Japanese
;. production of surimi has declined
2% dramatically. Today, Japan
imports close to 70% of the
country’s consumption of surimi. About 60% of Norway Scafoods’ sales of surimi
go to Japan. The increase in demand for surimi in the world market is primarily
due to increased consumption in other Asian countries other than Japan, as well
as a result of an increasing market in USA and Europe. The remaining part of
Norway Seafoods' sates go to these markets.

M
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L ANGST RN Langsten AS (67.5% holding)

it The main company in the Langsten Group, Langsten Slip &
Bétbyggeri AS, was set up in 1945. During its 50 year history the
Langsten Group has amassed considerable experience of building
#% various types of special purpose vessel, often one-off orders. Over

% the years it has built factory trawlers, stainless steel chemical

carriers, offshore supply ships, car/passenger/rail ferries, reefers,
seismic vessels (photo), diving support vessels, LPG carriers, ro-ro vessels and
research ships. In total, the Langsten Group has delivered more than 200 vessels
including four to the RGI Group: American Triumph (originally bought by another
company), American Empress, Antartic [ and American Monarch.

The Langsten Group comprises four

sa+ main operations (yards): Langsten

a7o Slip & Bétbyggeri AS in Tomrefjord,

47 Aukra Industrier AS in Aukra,

. Tangen Verft AS in Kragere and

2°° Midsund Bruk AS in Midsund.

18 Langsten Slip & Bétbyggeri AS, the

2. largest of the operations in the

. Langsten Group, specialises in

outfitting and repair and maintenance

 work. Tangen Verft AS manufactures
hulls, largely for Langsten Slip &

Bitbyggeri AS, while Aukra Industrier AS is an integrated shipyard. Midsund Bruk

AS focuses mainly on niches in the offshore market. [t produces prefabricated

sections and steel structures, such as separators, pressure valves, tanks, pipeworks

and special components. The business is capable of building vessels of up to 30,000

Langsten group

4/17/98 4:54 PM
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Brattvaag Industrier AS (100% holding)
. Brattvaag Skipsverft AS was set up in 1950 and during the course
L of the company's 46 year history it has amassed considerable
e experience of building small special purpose vessels, particularly
trawlers/fishing vessels and offshore supply ships. The group has
HRATTVAAG built a total of more than 60 ships, including two for the RGI
Group in conjunction with external investors (Antartic II and III).

Brattvaag Industrier Originally set up in 1936, Soviknes

: {igea Verft AS was acquired from DnB

- ASA in December 1995. The vessels

. built by Seviknes Verft AS include a

© broad range of special purpose vessels
¢ including all types of fishing vessel,
chemical carriers, oil tankers, ferries,
228 offshore supply ships, research ships

- and tugs. Both yards are near Alesund
in Western Norway.

4/17/98 4:58 PM
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Norway Seafacd; keeping to white flashed fish, but

Frionor will be selling farmed salmon

Even though Norway Seafoods owns over 23 per cent of the new,
expansive fish farming company Norway Seafarms i Flora, the fishery
cancern does not have any plans to invest any heavier in fisk farming,

- We have prepared a new strategy lan in Norway Sezfoods which
describes explicitly that we will be targeting white fleshed fsh, but at the
same time, it is made obvious that we will be able to comrbute to increased
sales and exports of salmon products through our brand name Fricnor, says
Information Manager for Norway Seafoods, Sturle Lyberg to Seafarm
Business Review,

Lyberg is of the opinion that the battle will be fought on the sales and
export sice in the fiture in regards to Hsk products, and he believes that
Fricnor can aiso be 2 brand name for salmon, as Frionor gradually gets g
strooger footng oa the market. : )

Consolidating

Also Ola Bragnaas of GO Fisk, who will own over 50 per cent of Norway
Seafarmos together with Gudmun Stremsnes, sees possible synergy eifects
from the coilaboration with Norway Seafoods. When interviewed by Firda
(newspaper), Braanazs said that integration in towards the globel marketing
2pparatus is an important piece in the play for Frionor and Norway
Seafoods’ processing operations.

Aiter-Skaarfish, which is owned by Nonvay Seafoods, signed 2o Agresmerit
- of Inteation with GO Fish on emalgamation, Skaarfish is now almost

obliterated 2s & company. The only Skaarfish operation left is & smafl

salmon slaughter works a2 Hjerungavig, which GO Fish was not interested:

in taking over, As settlement for Skaarfrsh, Norway Seafoods receive 2222
per cent of the shares in the shareholding company Norway Seaferms, . . .
which does not mean that Norway Seafoods is now on the move into the -~

fish farming industry,

- We have planged to keep the 22 per cent, but that does not mean that we
have planned to invest more in fish farming, says Sturle Lyberg. Managing
Director of Skaarfish, Ronald Frantsson will be leaving the company.
After the takeover of Skaarfish! salmon-division, the picture is somewhat
clearer as to the future direction for GO Fish, which has made widespread
expansion in recent years. GO Fish now controf 26 concessions, agd -
Braanaas said to Firdaposten (newspaper) that the time i rigin to
consolidate the position, as well es develap the organisation and cultivate
the different activities.

In the time to come, the following will in all likelihood take place for the
zew shareholding company Norway Seafarms -

New managing director to be appointed:
The operation of the edible fish instaRations will be rationalised by

unifying these in groups of three and three, and amalgamating of the
coinpauies.



NORWAY SEAFOOD:

More money into Norway Seafarms AS '
Norway Seafoods has today invested NOK 25 million in new capital stock in
Norway Seafarms AS. By this purchase Norway Seafoods ingreases it's

ownership share in the company from 22,2 per cent To 35 per cent.
National newspaper: Aftenposten, 22 April 1386
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ﬁ Norway -- April 22, 1998

MORE CAPITAL FOR NORWAY SEAFARMS

Fish farming company Norway Seafarms AS has received
NOK 39 million in new capital.

One of the largest shareholders in Norway Seafarms,
Norway Seafoods, has invested NOK 25 million. The
largest shareholder in the fish farming company is Mr
Gudmund Stremsnes, who operated two farming licences
and one smolt licence for Atlantic salmon until he and a
partner established the company Go-Fish As, two years ago.

The new company started buying farming licences in both western and northern Norway. Last year they
bought the salmon processing part of fish export company Skaarfish Group.

Norway Seafarms is now one of the largest fish farming companies in Norway.

BEOT.
BACK TO @?‘E“
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NORWAY SEAFOOD:

Quality £ish in danger for Norway Seafoods

Norway Seafocds risks losing fish for NOK 90 million a year in a political

fﬂ-m\strugqle which is being fought out this week in Anchorage. The Americans
still haven't decided who gets the right to fish for pollock outside
Alaska. The final decision won't be made until the summex, but much of the
pasis for this settlement will be laid at this week's mecting. Most
participants believe that the outcome will be that the factory trawler
companies, including Norway Seafoods through its branch company, American
Seafoods Company, will lose up to five percentage points of the quota
compared to what they are allowed to fish today.
National newspaperx: Dagens Neringsliv, 23. April 1998

1ofl 0472398 08:2L:1:
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April 20. 1998

To. North Pacific Fisheries Management Council
All Council Members

Re:  Inshore / Offshore # 3

I support & roll-over in the current fish allocation. Change (o the allocation would affect my
family's well being. Both my wife and myself work in jobs in which we depend on the offshore
success. [f our job security was to be threatened. [ would not be able to support my family working
in a shore based canary facility.

I can not strongly advise enough how much my family depends on a roll-over of the current
inshore / offshore allocation of the Pollock resources.

Sincerely.

Moy T

George Ray Thomas
Unalaska Resident for Four yeiars



April 20. 1998

To:

Re:

North Pacific Fisheries Management Council
All Council Members

Inshore / Offshore #3

I support a roll - over of the current inshore / offshore allocations of the Pollock resources.
Any and all changes in the ailocation would greatly affect my livelihood as well as the
communily of Unalaska as [ know it.

For myself. I would not be able to exist in this community making a minimum wage.

Rent. insurance and general bills would not be able to be met on a canary workers paycheck.
It is imperative to the long term citizens of Unalaska that the offshore allocations remains as
it is. My family and friends depend on the offshore allocation remaining as is.

Sincercly.

N, Mt

Polores Mae Mack
Unalaska Resident for Six years
Alentian Community Resident for twenty four vears



April 20, 1998

To: North Pacific Fisheries Management Council
All Council Members

RE: Inshore / Offshore # 3

| support a rollover of the current inshore / oifshore allocations of the Pallock
resources. Any change in this allocation would adversely impact myself, my
family, my employees, my friends and my neighbors.

Jobs, lifestyles and even the privilege of living in Unlaska are at risk. We
cannof afford to live in this community on five dollar ($5.00) an hour jobs
that are available in cannery towns.

Sincerely,

0 4
David J. Stanton
Unalaska Resident for twelve (12) years



April 20, 1998

To:

RE:

North Pacific Fisheries Management Council
All Council Members

Inshore / Offshore # 3

I support a roll-over in the current fish allocation. [f you change the current
allocation, | am at risk of losing my job. My wife may alsc lose her job

if there is a change made. My kids, my home, my vehicle's, my livelihood
depends on the Offshore allocation remaining as it is. As | see it right now,
we all have jobs and are all making ends meet, but if we have a change,
some of us will not have jobs.

Sincerely,

‘ Ro‘kﬁtﬁin ikoff

Unalaska Resident for twenty-seven (27) years



April 20, 1998

To:

RE:

North Pacific Fisheries Management Council
All Council Members

Inshore / Offshore # 3

| support a roll-over in the current fish allocation. If you change the current
allocation, I am at risk of losing my job. My husband will also lose his job

if there is a change made. My kids, my home, my vehicle's, my livelihood
depends on the Offshore allocation remaining as it is. As | see it right now,
we all have jobs and are all making ends meet, but if we have a change,
some of us will not have jobs.

Sincerely, -

Kirn Shapsnikoff
Unalaska Resident for nine (8) years



Qe?—_ \(\c\\)e One E{W\\fb\e Q\'\Q—S\lov’\
| W
‘ w\!\ C§\0 OW AY\f\w\\ﬁ e 'QQ\\N\\ S

ok Wex e on-Shote Ylants

Ose Moce, \W\‘foﬁc«w‘: Mo Nhose of tha
_,O@‘S\'\orq_ CD\N\\\LCLS?

. OU\CQ agk OF  Oug
5‘0 *\(\q__ O xa_ C&V\.*S W\L QL\W\\‘ \}J\H

Suffer P )ess.
X H\O\\Re 0\ \wm?( O Y Cs,\cr.\‘\S

Supportmo Yl )
\)VO Néo«\\ 5I‘Cz\\sf Qco Ntom MU
G | |




April 20, 1998

Robert “Tiny” Schasteen

PO Box 920427

Dutch Harbor, Alaska
99692

Council Members;

I understand the political goals that motivate many if not
most decisions of the Council. Hopefully, as representatives of the
American public, you will be able to set aside these pressures and
consider the families, life styles, income and jobs of the people
you represent in our community our State and Nation. You are all
highly respected people of integrity. Please DO NOT CHANGE
THE ALLOCATION OF POLLOCK IN THE BERING SEA!!!!!H

The offshore fleet is doing OK, the on-shore sector is doing
OK, the support sector for both is doing OK. The current quota
isn’t broken, don’t fix it!{!!!! Don’t let greed and the goal of total
vertical integration and control of OUR fishery motivate your
decision. We do not want to be a “company town” with our
destiny controlled by 100% foreign owned companies as has
happened in Bristol Bay Salmon towns.

The on-shore sector has even gone so far as to try to buy the
children in our school with “donations” which require them to
listen to propaganda and be “briefed” as to what questions they
should ask our representatives prior to a trip to Washington D.C..

Please stop the insanity!

Yours truly,

‘@Mgﬂﬂﬂ%ﬁ ' [/
Robert “Tiny” Zchasteen



7 ~Saturday, 18 April, 1998

Statewide

Dear North Pacific Fisheries Management Council: Services, Inc.

At a time when you are considering changes in off-shore fishing quotas, 1 would hope that
you would allow considerable weight for the levels of business and the amount of revenues
that we generate in this community as a direct result of the existing quotas. However, just
as important, and even more so perhaps, on the human level, | would ask that you weigh just
as heavily our contributions to this community and our high level of corporate citizenship.
For example, in the past we have helped make possible the following in our community:

1) Community sponsored Senior Luncheons
2} High School Graduation Party
3) Lions Club volunteering/contributions
4) Rainbow Day-Care Center food and diaper contributions
5} Aleutian Community Basketball Tournament
6) Holy Assention Church re-dedication
7) Ounalashka Corp. Elders Conference
- 8} Local Wedding/Funeral catering
9) Catering for the WWII 50" Anniversary commemoration of the bombing of
Dutch Harbor
10} Half-price birthday cakes for community members
11) Assistance to Coast Guard in search for missing fishing vessel

Changes in fishing quotas could mean not only that we would be serving fewer companies,
but it would also significantly decrease the level of our community-participation and
corporate citizenship which help keep the standard of living in Dutch Harbor at it's current
high.

Thank vou for your time.

Statewide Services, Inc.

)



Saturday April 18, 1998 Sgtre}g;vs:ﬂﬁc

Subject: Changes in off shore fishing quotas

Dear North Pacific Fisheries Management Council,

I would hope that before you make any changes in the off shore fishing
quotas you would consider the following points:

1) We house an average of 7950 off shore fisheries workers a year.

2) We serve an average of 11,526 meals to those workers and others who
service those workers per year.

3) We currently cater and provide housekeeping service for 44 companies
which fish off shore.

4) Our facilities in Dutch Harbor employ 4 members of the Dutch Harbor
community.

5) Changes in the ratio of quotas would adversely effect our business and
that of the 44 companies with which we are currently doing business.

Thank you for your time.

Respectfully yours,

JM@ ¢ Ralea,

Judy E. Phillips
Project Manager
Statewide Services, Inc.



April 20, 1998
North Pacific Fisheries Council

Dear Sirs;

I want to go on record supporting the current system of quotas. The present system
supports a fair distribution within the community of Unalaska. The community needs both
the onshore and offshore poliock fleet. Do not let one interest benefit at the cost to the
other. Remember jobs are dependent on both the onshore fleet and offshore fleet. The
economy of the community is healthy because of the diversity of the fleet. Please vote to
maintain the current quota system.

Sincerely,

w245

Eldon L. Bindley
P.O. Box 921403
Dutch Harbor, AK 99692



April 20, 1998

To Whom It May Concern:
This letter is a response to the fishing allocation for inshore and offshore fleets.
[ am a yard foreman for a company that takes care of largely the offshore fleet. We need

both of these fleets, the system that is in place now works for us the rest of the community
please do not change something that works because of greed.

Yours truly,




April 20, 1998

Council Members:

I am writing this letter to urge you to let you know that it takes'two--both the onshore and
offshore sectors--of the fishing industry to keep it as strong as 1t is today. Without one or
the other all factors will be affected as well as a community that has much to offer,

As a community member and mother of two small children in the Dutch Harbor, Unalaska
area let me assure you that it takes both sectors to support my family. I work in the
offshore sector and my husband works for the onshore sector. As you may know ( 1
hope) it takes two working parents to support children today. Without either/or my family
would not be able to make it.

Please consider all of those involved, including my 18 months old daughter and my 5 year
old son. They are the top two priorities in my life and I hope that the children in our
community are one of the top priorities in your position as our communities children are
actually part of America’s most valuable resource--its children.

Thank you for taking your time in considering this matter carefully.

Sincerely,

—Snasr) hompocoer—"

Shannon Thompson



SATURDAY

APRIL 18TH, 1998

TO: NORTH PACIFIC FISHERIES MANAGEMENT COUNCIL
FROM : RENEE PETERSEN-UNALASKA, AK

REGARDING THE ONSHORE /OFFSHORE QUOTA DEBATE

BEFORE MAKING ANY CHANGES TO THE QUOTA PLEASE TAKE INTO CONSIDERATION
OUR COMMUNITY AND THE EFFECTS IT WILL HAVE ON IT AND IT'S PEOPLE.

EVERYONE INVOLVED SEEMS TO BE MAKING ENOUGH MONEY. THE CITY IS
BENEFITTING FROM THE TAXES THAT ARE PAID, THE BUSINESSES ARE GROWING, THE
COMMUNITY IS BENEFITTING FROM A NEW RECREATION CENTER, NEW CLINIC, NEW
LIBRARY AND MUSEUM (COMING SOON) NEW CITY HALL, PAVED STREETS AND MANY
OTHER CAPITAL IMPROVEMENTS THAT HAVE BEEN AND WILL BE MADE WITH MONEY
GENERATED FROM BOTH ONSHORE AND OFFSHORE SECTORS.

IF THERE ISN'T A PROBLEM WHY DO WE NEED TO CHANGE THE QUOTA ALREADY IN
AFFECT. GREED IS THE ONLY ANSWER I CAN SEE.

THERE WILL BE MANY FAMILYS AND BUSINESSES THAT WILL MOVE AND CLOSE DOWN
COMPLETELY CHANGING THE STRUCTURE OF THIS COMMUNITY.

PLEASE LEAVE THE QUOTA ASIT IS.

THANK YOU!

G e

RENEE J. FETERSEN



April 20, 1098

North Pacific Fisheries Management Council
Anchorage, Alaska

Councilmsmbers;

| support and urge you to vote to continue the existing offshore/onshore allocation for Bering Sea
pollack.

The existing allocation allows for many areas to benefit from lhe resources available. Do not
limit the areas of benefit by changing the allocation when the current one is not causing
destruction of the resource and is causing multiple sectors to able gain by it's portions.

The current allocation allows our community to gain by having both sectors in strong positions.
Both sectors offer jobs to the people living in our community. The people living in our
community and the companies employing them all add 1o the support of the community at many
levels including commercial, medical, religious, etc. These areas and others will lose if the
allocations are changed.

Piease vote to continue the existing offshorefonshore allocation for Bering Sea pollack.

Sincerely,

Sap D g =

Sallie D. Leggate
P.O. Box 920824
Dutch Harbor, AK 95692



TO: The Members of the North Pacific Fisheries Management Council
FR: Shirley Marquardt Box 920021 Dutch Harbor, AK. 99692
RE: Inshore/Offshore 3

| am writing as a seventeen-year resident of Dutch Harbor/Unalaska who has had the
opportunity to work for shore plants as well as offshore vessels. | am currently em-
ployed by the at Sea Processors Association and am also a twice elected Unalaska City
Council member. [ write to you as a long-term member of my community who has
many questions and concerns regarding the possible shift in quota for the Bering Sea
Pollack Fishery and the potential consequences for the busiest and most industrious
city in the state of Alaska.

[ saw a bumper sticker recently that said, “If it ain't broke, fix it ‘till it is” and in my
opinion | guess that sums it up. [ have endeavored to wade through the reams of data
-information-analysis and public testimony that has formed the foundation of the
Councils decision to consider the different options for allocation, and have found the
two sectors to be very different in some area’s yet comparable in others. We in Un-
alaska have known that for years!

| hope that as stewards of not only the resource itself, but of all the different human
components involved, you are able to see the forest for the trees and simply roll-over
what has been a win/win situation for the industry as a whole. The goal of the NPFMC
to identify and formulate a Comprehensive Rationalization Plan while protecting the
resource is an enormous task and will be made all the more difficult to accomplish
when another layer of unknown are thrown into the pot.

My community can only sustain its hard won stability with two healthy and stable sec-
tors, each benefiting Unalaska and Alaskans’ with tax revenue, business opportunities,
and enough pay to support a family on. Please support a rollover of the present Ber-
ing Sea pollock allocation and let us all get back to business as usual.

Thank you,

AL Mg sy

Shirley/Marquard



April 20,1998

To: North Pacific Fisheries Management Council
All Council Members

Re: Inshore / Offshore # 3

Being a resident of Dutch Harbor, Unalaska since 1979, I've seen this community go through a lot
of changes. Having worked with the shore based plants for eight years and the offshore fleet the remainder,
I have made a lot of friends from both sides. Some of these friendships were challenged last September
when the mayor of this community submitted a proposal that in effect made people of this community
choose “sides”.

Your decision is going to effect this community greatly. [ see this as a “fish grab™ by the Japanese
owned plants. Why change the allocation? It was brought on solely by the Japanese plants for more
control of the fish. They already dictate the price of surimi! If their inventory is high or the demand low
whom pays? Well, fishermen...both sides!

This town needs both inshore and offshore to thrive. I've seen foreign countries (Norway) invest
in this fishery when it started and this town grew with that investment. [ saw the Japanese recognize this
fishery and invest in the shore plants- after the offshore fleet was established. 1 fail to see how the federal
government can penalize the private sector for recognizing and investing in a foreseeable profit-making
endeavor.

I strongly urge a roll over of the existing allocation. More data needs to be obtained especially the
effects on this town and the few months you’ve had to prepare facts on this have not been adequate. I have
read the environment impact statement and see quite a few areas its lacking in. Already businesses are
closing as a result of lost revenue. This will continue. Vessels are already moving out of town for off loads
and this town doesn’t even know the ramifications of this lost revenue or studied it.

Some of the big players in this community have not spoken on this subject yet. Sealand, Petro Marine
(now North Pacific Fuel), Delta Western Fuels, American President Lines. They haven’t because they
work with both sectors. You can bet they’ve done extensive studies on lost revenues if this allocation
changes and the offshore fleet don’t come to town. The jobs lost, the wages lost and tax revenue lost are all
concerns we have, as all effect the stability of this community.

Once again [ believe before a vote is made on this issue, the council should do some more studies on
impact to this town and it’s members. | strongly recommend that you at least roll over the existing
allocation until this study can be done.

Sincerely,

Robert Marquardt
Unalaska Resident for nineteen years
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BRISTOL BAY NATIVE ASSOCIATION & - |
P.0. BOX 310

-~ DILLINGHAM, ALASKA. 99576
(907) 842-5257

Resolution 97- _ 09

by
Execulive Committee

Onshore / Offshore resnlution

WHEREAS: Westem Alaskan communities depend on both the employment and ceconomic development
made possible through their involvement with both the CDQ and non-CDQ pollock

operations of the Bering Sea; and

WHEREAS: by maintaining a healthy level of competition between competing scctors and firms in the
North Pacific pollock fishery, the current allocarion of 65% offshore and 35% onshore
enhances and inherent value of the Bering Sea pollock resource and of poliock CDQ's; and

WHEREAS:  shifting pollock quota from the offshore sector to the onshore scctor would adversely affect
the competitive market for and valuz of Bering:Sea pollock and polisck CDQ; and

WHEREAS: offshore sector jobs are aboard vessels that pay a good living wage, maintain a “zero

: tolerance” drug and alcohol-free environment and permit Alaskans to maintain their

N participation in traditional subsistence activities, and are therefore highly preferred over
onshore jobs by Western Alaskans; and

WHEREAS: the current pollock allocation system provides a stable sousce of jobs and other economic
opportunities for Western Alaskan fishenmen and fishecy-dependent communities in the

Bering Sea pollock fishery; and

WHEREAS: shifting pollock quota from the offshore sector to the onshore sector would result in a
substantial loss of pollock fishery employment opportunities prefirred by Western Alaskans.

NOW, TREREFORE BE IT RESOLVED THAT: the Bristol Bay Nalive Association endorses: 1) A

continuation of the Bering Sea / Aleutian Islands pollock CDQ program op a permanent basis; and 2) An
extension of the current Bering Sea / Aleutian Islands and Gulf of Alaska inshore / offshore pollock.

allocation until such time as the North Pacific Fishery Management Council completes its Comprehensive
Rationalization Plan for pollock and other ground fish species.

Signeiw

President

CERTIFICATION:
I, the wndersigned Secretary of the Bristol Bay Native Association, Inc. do hereby certify that the foregoing
resolution was duly passed by the Board of Directors of Bristol Bay Native Association onthe _6 day

=~ of September,, 1997, and that a quorum was present.

- Signed: _"YAxAkas vyt lree

Secretary




JEFFREY D. CURRIER

TELEPHONE
BOROUGH MANAGER (907) 246 4224
N\ P.O. Box 189 (807) 246 6633

KNEK, ALASKA 99633

¥

NAKNEK, SOUTH NAKNEK, AND KING SALMON, ALASKA
Resolution 97-23

A resolution from the Bristol Bay Borough in support of CDQ’s and an extension
of the current BSA] and Gulf of Alaska Inshore/ Offshore sllocation

Whereas, Western Alaskan communities depend on both the employment and economic development
made possible through their involvement with both the CDQ ard non-CDQ pollock operations of the
Bering Sea; and

Whereas, by maintaining a healthy level of competition between competing sectors and fims in the
North Pacific pollock fishery, the current allocation of 85% offshore and 35% onshore enhances the
inherent value of the Bering Sea pollock resources and of pollock CDQ's ; and

Whereas, shifting pollock quota from the offshore sector to the onshore sector would adversely aifect
the competitive market for and value of Bering Sea pollock and pollock CDQ; and

/N Whereas, offshore sector jobs are aboard vessels that pay a good living wage, maintain a “zero
tolerance” drug and alcohol-free environment and permit Alaskans to maintain their participation in
traditional subsistence activities, and are therefore highly preferrad over onshore jobs by Western
Alaskans; and

Whereas, the current pollock allocation system provides a stable source of jobs and other economic
opportunities for Western Alaskan fisherman and fishery-dependent communities in the Bering Sea
pollock fishery; and

Whereas, shifting pollock quota from the offshore sector to the onshore sector would result in a
substantial loss of pollock fishery employment oppartunities preferred by Western Alaskans;

Therefore be it resolved that Bristo! Bay Borough endorses:
1. A continuation of the Bering Sea/ Aleutian Islands poliock CDQ program on a pesmanent basis; and
2. An extension of the current Bering Sea/ Aleutian Islands and Guif of Alaskan inshore/ offshore pollock

allocation until such time as the North Pacific Fishery Management Council completes its Comprehensive
Rationalization Plan for pollock and other groundfish species.

Agsembly President
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ARCTIC STORM, INC. GLACIER FISH COMPANY

COMPARISON OF POLLOCK VALUE AND LENGTH OF SEASON
For BERING SEA OPEN ACCESS POLLOCK FISHERIES
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ASSUMPTIONS: NMFS Catch Dala used to calculate the avg daily poliock harvest rates by sector - a5 the Inshore
Sector has histarically taken longer to harvest pollock quota, the estimated Pollock Fishing Days are as follows:

This graph depicts how the Inshore Sector takes longer to harvest their Open
Access Quota even at the current allocation level. If the Inshore Open Access ‘A’ SEASON ‘B' SEASON

. . s Inshore Offshora Inshaore Offshore
allocation were to be_ increased, CDQ fish would not be taken until March when the s s 185 SRS Gishdie 28 days 32 days 30 days 49 days
roe value falls off quickly. This would reduce the value of the CDQ fish and would Scenario B - 5% Shift to Offshore 33 days 27 days 36 days 42 days
negatively impact Royalty Payments. Status Quo - 1394 - 1996 Histarical Avg 39 days 25 days 42 days 39 days

Scenario C - 5% Shift to Inshore 44 days 23 days 48 days 35 days

Scenario D - 159 Shift to Inshore 50 days 18 days 44 days 28 days
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ARCTIC STORM, INC. GLACIER FISH COMPANY

CHANGE IN GROSS WAGES FOR ENTRY LEVEL PROCESSOR
DUE to a CHANGE in the ALLOCATION of the POLLOCK QUOTA

Arctic Storm / Glacier Fish Processor L
2,300 or $7,050 in Wages

$8,000

$6,000 -

CHANGE in TOTAL GROSS WAGES
2
[=]
[=]
(=]
|

$2,000
>l § =
sg = = —_— B =
15% Shift to Offshore 5% Shift to Offshore 5% Shift to Inshore 15% Shift to Inshore
Onshore Processor Loses CHANGE in POLLOCK ALLOCATION Onshore Processor Gains ONLY
| $2,075 or $970 in Wages $970 or $2,075 in Wages
/ ASSUMPTIONS: Gross Eamings for Entry Level Processors computed using -
This graph depicts the average wage that will be gained or lost by the average Arctic Storm/ a) Inshore Processor paid $6.00 / hr - wage taken from 1998 classified amployment ad.
Glacier Fish Company Entry Level Processor under the various pollock allocation scenarios b) ""5’“":( :é‘?c";‘:;;“’; ;“I';;?F’;:”' S:i:z: d?":ﬁ"e' weskowith Dvectime oy for oure
3 . . wo in 'y an rs
and compares it to the average wage that m:g!!t be gained or lost l_:y an t_mshore entry level ¢) Arclic Storm / Glacier Fish Frocessor wages based on audiled, avg production levels during
processor under each scenario. Notice that with just a 5% allocation shift from the Offshore the last days of ‘A’ and 'B' Season fishing from 1985-1587. Qnly Entry Level Processor wages
to the Inshore Sector, the Arctic Storm / Glacier Fish Company Entry Level Processor would are depicted in this graph. Advanced Level Processor wages would be significantly greater
LOSE $2,300 for 6 days of lost work while the shoreplant processar would gain 11 days of d) -Assumption fracie. lhal quality of rog would significantty decline, 2ad hersfore grass wages
7 = hift to the Insh Sactor. thie same pay would be less, during additional offshore !i‘shlng days in Scenano A
work but only $970 in wages. With a 15% allocation shift to the Inshore g @) NMFS Catch Data used fo calculate the avg daily pollock harvest rates by sector - as the
Arctic Storm / Glacier Fish Company Processor would LOSE $7,050 in wages while his or her Inshore sector has historically taken longer to harvest poliock queta, the estimated change
shoreside counterpart would gain only $2,075 in wages - in other words, the Arctic Storm/ in fishing days is computed as follows:
Glacier Fish Processors, while working 22% FEWER DAYS as the onshore processors, stand SeanEnc A 15% SHt o DSkt L’W %ﬁ:‘:w
to LOSE 340% MORE IN WAGES than the onshore counterparts would gain with this shift in Scenarlo B - 5% Shift to Offshore (11 days) + Bdays

pollock allocation. Scenario C - 5% Shift to Inshore + 11 days ( & days)
Scenario D - 15% Shift to Inshora + 23 days ( 18 days)
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American Independent Fishermen

The Incredible Shrinking Under 125' Catcher Vessel Sector

Going...
Going. .,

Gone..?

Highlighted Excerpts from EA/RIR

1- Catcher Vessel Weeks of fishing groundfish

Table 2.12 Py. 50
Trawl Pollock BSAI

Vassel Length
%byCVS % by CV
year, <6) 60-124 >124 total >125 <126 C\V
1892 8 1245 385 1636 24% 6%
1986 13 853 ;) 1224 20% 71%

a loss of 31% of their fishing weeks

2- Percent of groundfish by CVs delivering Inshore by Length
Figure A.14

Vessel Length
year <125 >125
1991 -3 35
1996 42 58

a loss of 35% of their sector share

3- Catcher Fleet Relationships
SIA pg. 42

"As of 1998, only one of the Unalaska/Dutch Harbor-Akutan shoreplants had not pursued
ownership of catcher vessel”

"Today, all plants, with a single exception, own and/or effectively control
part of their delivering fleet."

"...at the low end of the range, one processor owns/controls all or part of
45% of the vessels in its delivering fleet."

"At the other end...one of the processors owns/controls all or part
of 86% of its delivering fleet.”

& loss of their independence



N\ What Still Could Be...Independence for Under 125' Catcher Vessels

Alternative 4

<125 CVs Free Market Reserve Option

Alternative 4 results in 3 redefined sectors:
1. CVs <125, with abiltilty to sell at their choice to shoreplants, motherships or CPs
This sactor's allocation is the sum of the sub-sector CV resarves from Alt. 3 suboptions + true mothership quota.

2 - CVs >128, required to sell to shoraplants or inshore floating processors.

3-CPs

Option “35/65"

7N Option B

Option C

Example with Status Quo Start Point

[Finshore” a5 reserve % % of Total reserve % % of Total|
<125 40.0% 14.0% <125 60.0% 21.0%}
<125  52.5% 18.4% <125 47.s%| 16.6%
<125 65.0% 22.8% <125 35.0% 12.3%
“True Mothership" 10
11 11.0%
“Offshora" 54 raserva % % of Total reserve % % of Total
CVs 9.0% CPs 91.0% 491%
CVs 15.0% 8.1% CPs B5.0% 45.9%
Maximum for <125 CVs 41.9% Onshore>125 CVs 10.5% Min. CPs 49.1%
Midrange for <125 CVs (34.2% |Onshore>125CVs Gl 49.1%
Minimurn for < 125 CVs 29.9% Onshore>125 CVs 18.0% Max CPs 49.1%
[Finshore” 20 reserve % % of Total reserve % % of Total
<125 40.0% 12.0% <125 60.0% 18.0%
<125 52.5% 15.8% <125 47.5% 14.3%
<125 65.0% 19.5% <125 35.0%[ 10.5%
"True Mothership” 10
100 10.0%
"Offshore” 60 reserve % % of Total reserve % % of Total
CVs 9.0% 5.4% CPs 91.0% 54.6%
CVs 16.0% CPs 850%[_ 51.0%
Maximum for €125 CVs Min. Onshore>125 CVs 10.5% Min.CPs [ 51.0%
Minimum for < 125 Cvs 2T 4% Max. Onshore>125 CVs 18.0% Max CPs 54 6%
[Finshere" 40 reserve % % of Total reserve % % of Total
<125 40.0% 18.0% <125 60.0% 24.0%
<125 52.5% 21.0% <125 47.5% 19.0%
<125 65.0% 26.0% <1256 35.0% 14.0%
"True Mothership" 10
100 10.0%
"Offshore” b0 reserve % % of Tota! resarva % % of Total
CVs 90%[____ 45%] CPs  91.0%[ 455%
CVs 15.0% 7.5% CPs 85.0% 42 5%
Maximum for <125 C\s 43.5% Min. Onshora>125 CVs 14.0% Min. CPs 42.5%

Minimum for < 125 CVs

|30.5% |Max. Onshore>125 GVs | 24.0%|Max CPs

[ 45.5%]
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sp True M5 CP Total BSAl  Inshore Offshore sP True MS CP ‘fotal BSAI
1996 1996 1996
Fillets 9,229 ¢ 9,552 18781 096 09  Fillets 19,532,403 0 20,216,006 39,748,409
DS Fillers 7042 ] 29,097 3659 1AM 124  D5Fillets 20,344,225 0 79,542,585 99,886,810
Mince 2,626 0 13,081 13,707 052 042  Mince 3010425 0 10,260,252 13,270,678
Sublotal 19,257 0 49,730 69.027 Subtotal 42,887,054 0 110,018,843 152,905,897
Roe 4417 1,075 8216 13708 452 603  Roe 44,014,486 14290768 109221351 167,526,606
Surimd 71,349 23,351 62,141 156851 0.2 086  Surimi 126,982,724 4291420 117816602 291,090,754
Meal 27864 5,294 12,668 4582 03D 029  Meal 18,426,692 3,984,634 8,099,083 29912410
il 8514 353 34 2.211 Gil 0 0 q
Subiotal 112,144 30,083 83,369 225,5% Subtotal 191425903 61966331  235137,036 488529770
Grand Total 131,441 30,083 133,099 204,623 Grand Total 234,312,957 61966831 345155860 641,435,667
Weight Processed 395,238 121959 646,064 1,163,362 Weight Processed 395,339 121959 646,064 1,163,362
Utilization 0.332 0.247 0.206 0.253 Value per mt processed i ;s_gs a3 508 534 551
1994 19%4 1984 -
Fillets a7 ] 25,057 25057 071 071 Fillets 6,146,500 0 29,220,870 45,367,670
D5 fillets 330 0 24,272 24272 11 111 DSHllets 807,545 0 59,396,157 60,209,702
Mince 19 0 13,680 13680 035 035  Mince 91,822 o 10,555,625 10,647,446
Subtotal 4,376 0 £3,009 63,009 Subiotal 7,046,165 0 109172652 116218818
Roe 2950 985 7,687 BE7L. 265 57%  Roe 23,738,001 12,573,169 98,121,742 134,432,937
Surimi 79,678 19501 79,060 98561 = 091 094 Surimi 159,848,868 20412390 163837935 364,009,214
Meal 30,054 5378 15,782 B0 022 0.5  Meal 14,576,551 2,964,085 10,902,349 28,443,485
oil 7672 191 1,802 1993 Gil 0 0 0 0
Sublotal 120,354 26,055 108331 134,38 Sublotal 198,163,469 55,949,640 272,862,526 526975635
Grand Total 124,730 26,055 171,350 197,395 Grand Total 205,209,635 55,549,640 382035178 643,194,453
Weight Processed 423,900 110,500 768,700 1,303,400 Welght Processed 423,900 110,800 768,700 1,303,400
Utilization 029 0.235 0223 0.151 Value per mt processed 484 35% 505 497 493
1951 1991 1991 ‘
Fillets 5,836 5123 54,070 59,193 138 138 Fillets 17,755,143 15565949 164499756 197,840,848
D5 illets - — - - DS fillets — - — —
Minvce 18| 2,603 6,233 88% oN 07)  Mince 330,271 4,074,387 5,756,303 14,160,962
Subtotal 6,047 7,726 €0,303 68,029 Subtotal 18,085,414 19,660,336 174256,050 212,000,810
Roe 2,686 1,660 16980 18640 379 466  Roe 22442696 17053904  176442,943 213938543
Surimi 45,027 18,252 65491 B6743 126 158 Surimi 125,075,520 63576608 238572509 427224937
Meal 20,389 8247 25,781 34518 02 025  Meal 9,885,910 4,520,909 14,209,198 26919,017
il 4,222 0 96 56 oil 0 0 q 0
Subtotal 72,314 28,659 111,348 140,007 Subtolal 157407426 85451420 427,224,650  670,083.496
Grand Total 75,371 36,385 171,651 208,036 Grand Total 175492840 105,111,757  £01480,709  $52,085306
Weight Processed 395.400 142,960 1,003,300 1,541,660 Weight Processed 395,400 142,960 1,003,300 1,541,660
LHilization 0.198 0.255 0.171 0.135 Value per mt processed 444 % 735 600 572
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What Still Could Be... Independence for Under 125' Catcher Vessels

Alternative 4 <125 CVs Free Market Reserve Option

Alternative 4 results in 3 redefined sectors:

L. CVs <125 - with abiltilty to seil at their choice to shoreplants, motherships or CPs
Il. €Vs>125 - required to sell to shoreplants or inshore floating processors.

. CPs

The < 128 CVs sector's allocation is the sum of the reserves from Alt 3 suboptions for;
(1) the <125 Inshore CVs, (2) the offshore CVs, and (3) true mothership quota.

Option "35/65"

Example Based on a Status Quo Reference Point

base allocation reserve % % of Total reserve % % of Total

"Inshore" 35 CVs <125 40.0% 14.0% CVs »125 21.0%

35 CVs <125 52.5%)| 18.4%| cvs>12s [(16.6%

as CVs <125 65.0% 22.8% CVs >125 12.3%
"True Mothership”

11 11.0%|

reserve % % of Total reserve % % of Total

"Offshore” 54 CVs 9.0%,| 4.9%| CPs 91.0% 49.1%

54 CVs 15.0% 8.1% CPs 45.9%
Maximum for <125 CVs 41.8% Min_ far Onshore CVs >125 10.5% Min. for CPs 49.1%
Midrange for <125 CVs |34.2% |Mid for Onshores CVs >125|16.6% Mid for CPs| 49.1%
Minimum for < 125 Cvs 29.9% Max for Onshore CVs >125 18.0% Max for CPs 49.1%




INTERNATIONAL LONGSHORE AND
WAREHOUSE UNION, LOCAL 200
UNIT 223, DUTCH HARBOR

The Longshore local in Dutch Harbor consists of 62 registered longshoremen and 250 local
and non-local casual workers. We handle the majority of the cargo which moves through the
port including everything which is containerized and much of what goes out by trarper, with
the exception of the trampers which call at the shoreplants. Our contributions to the
comununity, both economically and socially are substantial.

Like alot of people we serve both the onshore and offshore sector and are not now taking sides
on the allocation issue before you. However, we are concerned about the shipside cargo work
at the shoreplants which is currently being done by foreign crew members.

This is currently legal under a very complicated agreement which was reached between the
parties based on the reauthorization of the Immigration and Naturalization Act in 1991 and
amended in 1995. This settlement allowed the trampers to continue using foreign labor in
remote ports where there were no cargo workers so that the shipment of Alaskan fish products
wouid not be stopped. At that time, we also agreed to allow these trampers to work at the
shoreplant docks in Dutch Harbor and at other private docks in Alaska while we built up the
local longshore workforce to be able to handle the work.

Our agreement with the shippers and the law provide for notification of an available longshore
workforce if one becomes available. We have so notified the shoreplants and the foreign
carriers of our ability to perform this work at their docks at this time. We see this as the next
logical step in the Americanization of the fisheries and we are hopeful that we can resolve this
issue with them before the June Council meeting.

Meetings have been scheduled in May and we will keep you informed on the progress of our
negotiations, With all the testimony about the fisheries in Alaska supporting community
development, we feel this initiative fits well with what the various parties and the Council are
trying to accomplish. We feel it is in the national interest to maximize American employment
from the fisheries in the US EEZ.

Pete Hendrickson
Vice President, Unit 223
Dutch Harhor

o LA



NPFMC Discussion
Inshore-Offshore 3
April 24, 1998

NOTE: To save time and space, the formality of seeking and receiving recognition from the Chair, and
addressing the Chair at the beginning of each staternent, has not been transcribed.

Tape 28
Lauber: This Council is back in session. Mr. Mace, you have the floor.

Mace: If we're ready for a motion I'm prepared to make one. I move that the inshore-offshore EA/RIR for
Amendment 51/51 be sent out for public review with the provision that modifications recommended by the SSC
and the AP be incorporated subject to the ability of the staff to complete such modifications within the time frame
required to meet the June meeting deadline for final action.

7. Second.
Lauber: It's been moved and seconded; speak to your motion, Mr. Mace.

Mace: 1 think we've had quite a bit of discussion on the analysis, a lot of favorable comments on it. The SSC
has given us a scientific review, the AP has given us an industry review, and I think that we need to start with that
as a blanket motion with the potential amendments based upon what we've heard from the public. I think that
we need to get this out. | would suggest that we might visit with Chris Oliver and the rest of the staff regarding
their ability to complete these modifications within the timeframe. I guess you've two weeks fo do that, but. .
.with that, Mr. Chairman, I'm finished.

Austin: Iwonder if the maker of the motion would entertain a friendly motion that would include in his motion
the recommendations of the SSC.

Mace: Idid, the motion did.
Lauber: The motion did.
Austin: Did he? I'm sorry, I didn't catch that.

Benton: Point of clarification, . .with regard to the recommendations on the MeDowell report, the AP had a set
of recommendations and the SSC had a slightly different take on their recommendation. Is it the maker of the
motion's intent that what would take place is that, as time allows, the analysts would take into consideration the
kinds of questions that were raised by the AP but do them consistent with what the SSC recommended?

Mace: Yes, itis. I think the key point is" as time allows, " Mr. Benton, depending upon the staff's ability to
accomplish it,

Benton: O.K., Thank you.

Pennover. We're going to discuss any amendments required and I guess I don't understand a few of the AP items
and maybe right now I don't think they're necessarily even possible. We heard some discussion this morning on
the possibility of an alternative 4 allocation scheme, and I looked at the AP recommendation, and I admit when
I first Jooked at it I didn't understand what it meant, but if you go down to. . .the percentages given are more or
less within the range of discussion of analysis we've already conducted; namely, set asides for catcher vessels of
under 125 feet, 40 to 65% of inshore quota; 9 to 15% of the offshore quota, and then it goes up to 100%, or the

GHELENYWPFILES\TRANSVO.498 1



NPFMC Discussion: Inshore-Offshore 3 April 24, 1998

true mothership quota which is a little different than what we analyzed because we went up to 63, but the kicker
is the next sentence, The catcher vessel set aside may be delivered to any sector, and that seems to me it probably
changes the whole allocation scheme that's in front of us by a very considerable amount, potentially. Td like staff
to comment on. . .I know time allowed, but I don't want peoptie to have the impression we're doing things that we
end up not doing and then for us to get criticized for not doing them, come the June meeting. [ think this one is
not very possible and I'd like Chris to comment on that.

Oliver: Itis a significantly different twist, if you will, on the alternatives that you already have in the document.
It essentially establishes off the top a guaranteed portion for the small catcher vessels which they could deliver
anywhere. For example, if you took the midpoint of. . just some rough calculations we've got here, if you took
the midpoint of each of these three bullets, the 40 to 65%, 9 to 15, and the current range for the motherships, what
it would result in is right at 34% of the total being set aside for that sector which could be delivered anywhere
and, of the remaining two-thirds of the pie, that would bave a guarantee, onshore guarantee, offshore delivery
designation which, again, based on the midpoint would be right at 50% for the catcher processor fleet and 16%2%
onshore. Now, obviously some of that 35% that's originally set aside would end up being delivered on shore, but
there's no guarantee. So, what you ead up with, when you put together a matrix of the different possibilities here,
there's some alternative allocations that are potentially significantly different. What we can do, and what I had
told the AP was all we could do with regard to this, is not re-do in any significant analysis, but lay out for them
a matrix of what the resulting percentages would be and some discussion pointing them to in the document where
they could find information that's relevant. A lot of the baseline information would still be relevant, but it
wouldn't be a wholesale reanalysis and I think you would be in a position then in Juze to determine if you wanted
to go this route, whether you had appropriate information i front of you. But, it definitely is a significant change.

Pennoyer: I think what Chris said is we'll do something; it probably won't be as much as you might want for a
significant allocation change, you've got to make up your mind in June if you think it's enough. I guess that's what
he said.

Pereyra: This is a question directed to staff. In your. . .modifications to the document before it goes out, will you
be having any discussions with either the authors of the McDowell report, which I understand is an ADF&G
activity, regarding this issue of the relative value of jobs in the western Alaska community sector. In other words,
the relative value of jobs that are in communities where there are significant onshore plants versus the value of
jobs in communities where there are no onshore plants and what the impacts might be of an allocative shift. I
know you can't do anything qualitative, But we had some discussion yesterday the possibility of having at least
some qualitative discussions on that, And, I think it was either [with] regard to Appendix 3 or Appendix 2, but
I'm not sure which one. It might have been Appendix 2, That would be helpful. I know we had a fair amount
of testimony from peopie that were concerned about that issue.

Oliver; Iguess all I can say in response is [ think between both the information that's provided in those reports
along with some employment information that we provided, supplemental document, there is information on
values of jobs. Now we haven't made an explicit comparison and then attempted to say if you change the
allocation by whatever percent you could expect it to be. . .we could assume a strictly lincar relationship there and
equate some job value with the change in the allocation, but I don't know to what extent we would be able to get
the McDowell report or the Impact Assessment folks to explicitly look at that. I know in my conversations with
Impact Assessment they have indicated the ability, just barely, the ability within the nexi two weeks to respond
to the SSC comments and to get those incorporated in the document. So, I'm just not certain I could say we would
be able to make it explicit.

Pereyra: My concern is that several meetings back when we were discussing what was going to be done for this

important decision, that issue was one which was highlighted and it was my understanding that that was going
to be addressed at some Ievel and it hasn't been yet and [ think that whole integrated function I think one of the

GAHELEMNYWPFILES\TRANSIO.498 2
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shortcomings of the document in some other arcas, but this one in particular I think is important because the job
issue is one which has been critical to our decision.

Benton: On this subject. . .this i1s wasn't what I, , .earlier.
Lauber: No, you're third in line, but you can respond to this.

Benton: The McDowell report was, at least the finding went through our shop. I think in response, Wally, what
I would ask is that immediately after we're done with this meeting that Chris confer with McDowell and maybe
some folks over at the state just to see what we can do to amplify or complement the information. I think Chris
is correct in that the information actually is available; it's not been put together in a manner that maybe you're
looking for, And, between what's in Impact Assessment's, Department of Labor data and the McDowell report,
I think that some information could be synthesized down and I think there may be some ideas out there how to
do that.

Pereyra: Again, I realize we've got a short timeframe and maybe you can't do very much but at least identify it.
Another issue that was discussed, and that had to do with the issue of fish meal and the bone meal on shore issue
that was totally missed in the analysis and [ don't know how that can be picked up. I think it has to be picked up
at Jeast in some qualitative way. Reference to Table E-2 and in Chapter 3, and I want to highlight that as an area
of particular concern.

Brannan: [will check with the people who put together the core report and I will check with Dr. Steve Freese to
see if we can provide any additional information on that question between now and when the report is sent out.

Kyle: Chris, I'm curious, | may want to make a friendly amendment, but would the analysis you'll have before
us in June, would we be able to say, make a decision on an allocation to vessels up to a certain length in the
CVOA, much like the AP did, say at 155 feet, or would that need to be in your judgement an amendment to the
motion that incorporates the AP recommendation of 125 feet or less. Yon use under the definitions of catcher
vessels, those less than 125, those 125 to 155, and those over 155, Would we have the information in front of
us to possibly do a 125 to a 155 allocation? Or, do we need to tell you to do that if it's the will of the Council.

Oliver: I guess I'm not sure ] understand your question. To make an allocation to, or was your question with
regard to specifically item 6, about exclusion of a vessel from this class from the CVOA?

Kyle: Well, I was really looking at seven, ‘establish a new alternative 4 which would provide a set aside for
vessels less than 125.' Will we have the information available to do that at 153, say between 125 and 155, as well
as below 125, or do we need to make that a friendly amendment to the motion if the maker would accept.

Brannan: ] think we have provided that breakout in the document, looked at both 125 and 155 in terms of. . ..
One caution, and it has to do with allocations by vessel length, is that NMFS has informed us that because of the
way they collect data that we couldn't enforce that type of allocation at the beginning of inshore-offshore 3, and
that may., . ,the Council. . .[Change to Tape 29; comments lost in changeover]. . .

Oliver; .. .[Comments lost in changeover]. . .the point about the 1999 implementation versus 2000, and that
would go for whether vou use 125 or 155. All we could do in terms of this alternative 7, is include that
breaicdown in the. . .[unintelligible]. . .. It's a different data aggregation, a different subset, it would be a different
set of tables. I don't think that poses any huge problem, but again with either one of those, it's not going to be
much of analysis. It's going to be a table of resulting percentages if vou do.

GAHELEN\WPFILES\TRANS\O.498 3
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Kyle: If]may, then, I would ask the maker io accept a friendly amendment o also include a set aside for 125 to
155 so that we could take a look at that in June.

Mace: Accepted.
Lauber; It's been so accepted.

Pautzke: Joe, is that a separate set aside from the set aside for 125 and less, or are you talking about all catcher
vessels less than 1557 Do you want it divided between two vessel size groups?

Kyle: Well, it's my understanding that with what we would have before us we could do either or, we could do less
than 155 or less that 125, or nothing.

Oliver: The way we have it now, we could set up a matrix of tables that illustrate the effects, percentage wise,
if you do a set aside for the less than 125. So, you would want to sec another set that was a set aside for only the
125 to 155, or everyone under 1557 [ assume the latter?

Kyle: Well, yes, everyone under 155 so then we could draw the line there if we chose to, or draw it at 125, right?

Samuelsen: Just a follow-up to Mr, Kyle's friendly amendment there. How would we break out the 125 bracket
from the 153 if they're all lumped together in the analysis?

Kyle: I think the staff has already done that for us in how they've put definitions to the catcher vessels in the
analysis, They've defined catcher vessels as less than 125, as 125 to 155, and over 155. So, I think it'll be there.

Sarnuelsen: Td liks to offer a friendly amendment to the maker of the motion. In the second to the last paragraph
on the second page, on the AP motion, I'd like to delete, ‘to the extent practical, Comncil staff monitor the,' and
put in there recommend.’ It's right under the number seven item. It says, 'Further, the AP would like to highlight
to the Council that the impact on CDQ employment and wages are a very important part of the analysis. . ." I'd
like to put 'recommend' in place of 'to the extent practical Council staff would monitor the program.' 1 think that
we've heard through public testimony as well as from the CDQ regulators, Glenn Haight, that they recognized
differences with the CDQ groups in the McDowell study and that they're moving forward to correct them. Idon't
feel that the Council staff, due to the time limits, should be looking over the State's shoulders as these revisions
arc being made to the document at this point in time. [ think we've pretty well explained our differences.

Pautzke: [don't understand. If you put in ‘recommend’, for 'to the extent practical' it's almost like you're asking
us to do it. You want us to monitor. . . )

Samuelsen: No, [ want delete 'to the extent practical Council staff monitor.' I'm taking the Council's action out
of there. . .

Pautzke: Oh, and you just put in ‘recommend.’. . .

Samuelsen: What, we're going to do as a Council, we recommend that if revisions are needed to the McDowell
group, that that be revised and brought back. 1 personally feel that the Council staff bas enough to do and they
don't need to be looking over the State's shoulders at that point in tume,

Pautzke: . . .[unintelligible]. . .

GHELENUWPEILES\TRANSIO.498 4
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Lauber; O.K., so it would then read, if I'm correct, ‘Further, the AP would like to highlight to the Council that
the impact on CDQ employment and wages is a very important part of the analysis and, recommend the revision
to the McDowell study to ensure that as much information as possible be available to the public and Council
review.' Is that comrect?

Samuelsen: Yes.
Lauber: O.K,, is there any objection to that?

Mace: Robin, what you're saying is this is going to be less of 2 demand on the staff with this? Tll buy that. 0.K,,
I accept it as 2 friendly amendment.

Austin; Does the McDowell study become a Council study? Imean, . ..
Lauber: It becomes part of the record.

Austin: It becomes part of the record but it's not, quote, unquote, a Council study; it doesn't pick up our. . I'm
concerned that in fact the final product, the Council doesn't even get to see it and yet it picks up our name. But
that isn't going to be the end result of this?

Pautzke: It's just an annex or appendix to our formal document. It's all part of the record and it will be submitted
with the record to the Secretary of Commerce.

Austin: It maintains its independent identity.
Lauber: And, it will go out to public review.
Austin: Yes, all right.

Benton: Chris, I too am a little concemned about the amowunt of time you guys have available and I remember some
questions that we asked when you were here before public testimony. With regard to, looking at the AP motion,
with regard to item number five, which bas to do with the true motherships. I recall that I asked you between
option 1 and option 2, which one of these would be most difficult to analyze and as I recall it, you said that option
2 would be quite difficult and require a lot of time. Is that correct?

Oliver: Yes, that is correct in the sense that it puts us in the limited entry consideration context. Notmg that
what's not listed in the AP motion is your existing option which is the most. .

Benton: I'was going to get there,  What I'm trying to do, and I guess in part we're going to have to ask Counselor,
but I understand that there's a problem with the existing definition, and I'm just thinking of this in terms of your
ability to get an analysis dore in a couple of weeks. Option 2 it seems to me is. . .the search you'd have to do
would have to be quite broad and would probably complicate your analytical process and if I understand it right,
you said ves to that. Then, if I turn to our Counselor for a minute, what part of the definition under option 1,
helps us avoid the problem that you have, at least for this part of the ball game with the analysis, with regard to
the limited entry problem for the motherships? Does option 1 satisfy your concerns, Counselor, or can we even
parrow this down a little bit more?

Lindeman: 1don't see a problem with option 1 with respect to creating a. . .the Limited entry problem I think is
taken care of with option 1.
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Benton: It would be taken care of with option 17 [affirmative response] O.K., . . .if I could follow up on that?
To the maker of the motion, then, I would propose as a friendly amendment that we drop option 2 under number
five of the AP recommendation and the reason [ would do that is we can address the concerns, the legal concems
raised by Counselor with option 1, and we could save our staff a considerable amount of time by dropping option
2. So, I'd recommend deleting option 2.

Mace: Ifit's going to save time, I accept that, yes, I accept that as a friendly amendment.

Pereyra: 1had two short issues. One of them has to do with. . .this may be embodied in one of the moticns, I've
pot too many pieces of paper floating around here, but. . .and this is to the staff 'We had some discussion and
we had some testimony regarding the competitive impact to non-pollock processors and I was wondering if that
could be picked up, at least in a qualitative sense?

Oliver: Are you referring to what we call the potential spillover effects into other. . .

Pereyra: Well, in a generic sense, certainly spillover would be a subset of that, it is a spillover effect. You can
think of spillover in the effect of the presentation that was made by Mr. Gauvin, which is spillover into other
fisheries from effort going into other fisheries. This is a spillover effect into the marketplace, I guess you could
call it that.

Kyle: I wonder, Dr. Pereyra, if you're including the Gulf of Alaska in that. Those companies all operate in the -
Gulf and we really didn't get any public testimony from the Gulf on this package before us right now, so I wonder
if you would be including spillover effects in the Gulf?

Pereyra: Well, I think these particular individuals that testified to us identified themselves as having operations
that went from Nome to Ketchikan, in fact even farther south than that and [ think their concern, if 1 read it right,
was that by making competitors in the marketplace stronger at their expense really puts them at a disadvantage,
so I would think that that certainly does have a Guif of Alaska impact in an indirect way. So, that would be my
answer to that.

Benton: What I heard being said by that group was that they also recognize that the Council may not have the
ability to do that at this time and they wanted to have a program put in place that would track any effects of
concentration in either inshore or offshore as a result of any allocation decision. Status quo would be one of those
allocation decisions. And, I guess my concern with what Dr. Pereyra is pointing out, I think it would be very
useful information and I support collecting that kind of information. I don't think we have it, but I'd point out that
a couple of those, or at least one of those fellows identified that they've got operations in California and Oregon
and Washington as well, and the scope of that would be I think prohibitive from a staff standpoint, especially
seeing as how we've got only a couple of weeks to get the document done, and I didn't hear them say that they
think that that's sontething that needs to be analyzed in this analysis. They said quite clearly they were not taking
sides, they were not making a recommendation, and they did not want to delay getting the document out for public
review and delay this decision. '

Pereyra: 1 agree with Mr. Benton's recollection of the testimony that was given. My concern is I don't want to
see us doing an ostrich number here and sticking our head in the sand. I just think it needs to be identified. It
would probably take a few minutes to write a few sentences or a paragraph that sort of just captures it and might
even make a statement that as Mr. Benton pointed out, that this is beyond the scope of analysis at the present time
but is something that might be looked at in the future. That's all I wanted to say.

Behnken: I think Mr. Pereyra's raised a really good point. The AP motion that Mr. Mace has moved does include
a section that talks somewhat, I'm sure it'll be qualitatively, but about some of the spillover effects. And, 1 think

G\HELEN\WTPFILES\TRANSO.498 6



NPFMC Discussion: Inshore-Offshore 3 April 24, 1998

it would be a really good idea subsequent to this action on inshore-offshore that we talk about what we can de
to coliect that data. I don't think it needs to be wrapped into this, but maybe something we take vp after we vote
on this motion.

Pautzke: It seems to me that some of the best way to collect this type of information so you would have it before
you at the June meeting is to encourage and highlight in our circular that we send out with cur document to public
review, if you want, have some questions in there on these spillover effects so that when the public comes in, like
Icicle Seafoods, or someone else, they can speak to that issue which becomes part of the record and it's very easy
to collect that informatien and be informed by it during the public review process, because the staff is not going
to have the time to go out and collect anything in detail on it, but certainly you could find some testimony out
there on it very compelling if we just highlight those questions you want additional information on when we
circulate this for public comment.

Pereyra: When we had the discussion on the motherships, there were a couple of issues that came out but I think
need to be captured. Again, they may not be able to be captured in a.quantitative sense, but they should be
captured certainly in some sort of a qualitative sense. One of them has to do with this tax leakage issue. I think
Mr. Reed this moming concurred that that is something that would be useful to have separated out. At the present
time it's totally mcluded in the offshore sector and I certainly respect the statements that were made by staff that
this might be difficult because of the limited number of participants, but I would hope that maybe it could be
noted in some way in an expanded way in the narrative section. If you can't do anything quantitative on it, and
I recognize the short time and fact that you've got a potential limited participant issue with that.

Lauber: How would they do that? My recollection is that staff attempted to do that and that the state
Department of Revenue refused to give the information becanse there were less than four, or some number,
whatever their criteria is, and they wouldn't give it. So other than anecdotal information or dockside talk I don't
know how would. . .

Pereyra: Well, I think your comments are consistent with my request, and that is that I think that where we can't
pick it up quantitatively we can, I think note it in the qualitative sense in the narrative. I think that would be
helpful to alert people to that effect. And, the last thing that I had was, there was also I think some testimony
given that I think pointed out the mis-characterizafion of the ownership relationships in the mothership sector and
1 think that definately needs to be corrected. I think that is a mis-characterization that needs to be corrected in the
document. Those are the last comments I had regarding the document and I only had one other comment [ want
to make before the gavel goes down.

Benton: This is in regard to the point that Dr. Pereyra. . .. We have the information in the Department of
Revenue. Part of the problem is confidentiality issues. I can tell you that it doesn't make that big a difference;
it makes some difference, but not that big a difference. What we'll do, is we'll go back and see if there's a way
we can aggregate the information, or Revenue can aggregate the information, and make it available for inclusion
in the document. I'm not confident we'll be able to get past the confidentiality issues, but we will talk to Revenue
and we'll work with staff to try and see if there's a way we can get that information into the document in a manner
that will be useful.

Pereyra: I appreciate that.

Austin: [ had two questions. One of staff and of NOAA Counsel. When Mr. Fraser was testifying I asked him
about whether there was additional information that could be put in that would strengthen the analysis of this
question of catcher boat independence and he indicated that in the AP process they had sat down and went
through the document with you in a lot of detail and they had made mumerous recommendations to different tables
and stuff that weren't captured in the bigger picture AP motion, And, I just wanted to confirm that in fact, and
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he thought that would help what I'm talking about, and I just wanted to confirm the fact that that sort of detailed
addressing of this would be handled by the staff.

Oliver: Owr response to those items that don't show up in the AP list was in most cases, ves, no problem, that's
something we intended to do anyway or it was a technical correction. There were a couple items where we had
to say, we think we can do that, we'll do our darn best to, depends on data availability through our National
Marine Fisheries Service counterparts to some extent, but I think we're in pretty good shape on that. I think we'll
be abie to do most all of that.

Austin: Including the tonnage question?. . .Tankage, I'm sorry.

Oliver: Oh, tankage. . .

Brannan: It may be possible to do that. I can't make any promises, but on some of the vessels in the CFEC
registration file there is information on tank size and capacity. It's not required that they fill that out, so I couldn't
tell you if T'll have a complete data set, or the accuracy of the information, but it's possible that I could go back
and try and look at some of that. I can't guarantee that I will have time, though.

Austin: My second question, to NOAA Counsel. We have added a lot to the staff's plate and I'm constantly
amazed about the prochuctivity of Clarence’s staff. . .I think there's going be a long list in wanting to hire all you
guys if you're not burned out, you're really puiting out a tremendous product. But there's a point in time when
the proverbial straw lands on the camel's back and the camel falls. And, I want to make sure that we don't have
the option of any further delay in releasing this. What happens if in fact the Council does not release this public
document at this time relative to the sunset clause of our inshore-offshore allocations. Do we have to release the
document now?

Lauber: Dr. Pautzke will respond.

Pautzke: We are going to wrap this document up and in ten days it's going out of the office and if not everything's
in there, people are just going to have to testify for it, there's also an opportunity to enhance the document, add
information that comes available in the public record after the June meeting before it goes to the Secretary of
Commerce, because it goes through a whole other public review. But in ten days it's going to be out of our office
and that's it. It's not going to be delayed by anything that's going to be made in your motion unless you tell us
to delay it.

Austin: Well, that's my point. If the Council votes not to release the document, I mean, is that truly an option
we have. Or we have no option, the document must be released. . . )

Lauber: The answer to that is that is an option.

Permoyer: The consequences of not releasing anything is probably not taking action in June. The consequence
of not taking action in June is that the inshore-offshore allocation that's currently in place goes away next year,
So your question, not releasing the document, or not releasing all of the alternatives. . .I, mean there are a lot of
variations on that, but you've got to release a document to be able to take action in June, You've got to take action
in June to be able have something in place for 1999. Otherwise, the whole allocation scheme is ended and you're
back to open access for the whole fishery.

Austin: That's what I wanted to know, thank you.
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Pautzke: I've got to clarify. . I'm a little unsettied about the ownership statements that were made here. We did
not have any formal data collection process to. . .there's a list under the foreign ownership thing and a lot of that
information is very tenuous. We went through Lexus Nexus and that's pretty much open information and we gave
each company a chance to review. . .I mean, we had some information from the state, then we tried to enhance
that information by bringing in information on each vessel, plant, motherships, so on, from Lexus Nexus. And
then I decided to go through the next step which was, ‘here is the picture we have formed about your vessel or
assets, and this is what we're going to tell the Council unless you correct it.' And, as you go down those lists
you'll see an asterisk, I had an asterisk put in there if we had a response so you know that that has company taken
an active role in responding to us and telling us what the ownership of their vessel was, and then we had public
testimony here that, well, yes, on the surface that vessel may be owned by a U.S. corporation or something, so
therefore it gets a "U.S.' check next to it. It's fully chartered out to deliver its fish to a certain company, Maruha,
or whatever. There may be a lot of other vessels that are in the same thing where they show up as being totally
US,, but they are, through some kind of a legal arrangement, business contract, or whatever, they're furnishing
all their fish to a particular plant or operator which may have foreign ownership to it. And, I guess for us to take.
. I'm trying to come to a consistent way to treat all of these things rather than taking, say, public testimony and
then saying well we need to highlight ‘%', 'y, and 'z' mothership vessel out there on the basis of public testimony,
not by that particular operation but by someone else on what their pattern is and how they're influenced by this
foreign ownership or management or intervention of some sort. And, I guess I'm looking for a little bit more
guidance on that than what we have right now, which is this is spurious information you have in your document
on the mothership; they may be owned by U.S. corporations but we know actually what they're doing here. 1 feel
like it's inconsistent with the way the rest of the information is presented in the table. . .

Lauber: We've been wrestling with this issue, and let me say staff has made a very sincere effort to work this
through and get the best information as Clarence reported. We paid for I don't know how many months of Lexus
Nexus. We devoted a tremendous amount of staff time with that and other types of research and you just
recounted all the other things. I don't know that we're ever going to get anything that everybody is going to either
aceept or sign off on and so forth. I think we've gone about as far as we can go and as far as I'm concerned let's
let the Vikings and the Samurais fight it out and we'll . . .

Maee; Call for the question.

Pennoyer: Ihad one additional item. On the AP recommendation, there's a request that the Council write the
Congressional delegations requesting increased funding toward Steller sea lion research. I'm a definite proponent
in getting more money for research into this difficult ecosystem management question, but I'm not sure it's
appropriate for the Council to be writing Congress directly to lobby for funds, so I'll probably have to abstain
from that ene particular recommendation just as a normal process even though I certainly agree with the need for
more research. But given you're going to work that out however you reed to do it, I think the inference that you
need to write to somebody and let the need for that additional research be known is fine. I'm just questioning the
direct request.

Pautzke: I would recommend then, if there's a problem with this lobbying thing, is that we do what we have
numerous times in the past. We write to the U.S. Secretary of Commerce and copy the Congress. No one has
argued with that approach before.

Lauber: That all ight, Mr. Pennoyer?

Pennoyer: Let it be known [ have to abstain from that one sub-piece, but I'l vote for the rest of the motion.

Lauber: O.K., we'll recognize that. Now, let's sec if we've taken care of all the issues here, Now, let's go into
final debate and move this thing out.

GAHELENYWPFILES\TRANSUO.498 9



NPFMC Discussion: Inshore-Offshore 3 April 24, 1998

Austin: I'd like to speak on behalf of the motion. I think the Council is in a position where it doesn't really bave
a large choice in this matter and that whether the document is sufficient or not, it's the best we can put together
at this moment in time and it needs to be released for public comment. We knew when we were going into this
that we would not have a net national benefit analysis and that's what we don't have now. So, that shouldn't
surprise. It causes me alot of concem but a total loss of sunset, loss of this, would be a lot more disruptive and
for that reasen I think we must release the document for public comment.

Pereyra: [ share Mr. Austin's comments and concerns. But, in addition, I'm also, after hearing the testimony, after
reading the information that's in the document, I'm even more convinced that the problem we have is we need to
somehow take care of the fact that inshore-offshore expires at the end of 1998. That is the problem that we're
dealing with and I think that the rest of this. . .[Change to Tape 30]. . .I think is an enormous fish grab. 1 don't
think it is supported at all by the data. I think it's put our industry at each other's throats. I think it's been very
destructive from that standpoint, and I'm disappointed, I'm very disappointed. I know we have got to go through
this process because we started it, but as far as I'm concerned I don't see really a huge problem here that we're
dealing with in terms of one industry somehow preempting another and so forth. What we need is stability in our
industry, particularly right now., This industry, people that are in it know this, this industry is baving very difficult
times now, whether you're in salmon or blackcod, or halibut or whatever and if you're dealing with Asia, and a
lot of our industry does deal with Asia, this is a very difficult market to be dealing with right now and I think
we're going to see repercussions coming down here that we don't even know about at the present time. And the
instability that we create by going in this direction, [ think, is destructive in the long term. . .

Lauber: Let's keep our comments germane to the motion. Next name is Benton,
Pereyra: Mr. Chairman, I hadn't finished my comment. You said we were going to have time to. . .
Lanber: You wandered off the motion on to debating actually the merits. . .

Pexeyra: 1was leading up to the fact that I was going to support going out with the document but I also wantsd
to make the statement regarding the testimony that we received. A lot of the testimony that we received will not
be able to be re-heard in Duich Harbor and the reason being that there is not sufficient for people to come out
there and I talked about this till I was blue in the face and people just seem to shrug their shoulders. But that is
a fact. We've had people come up and testify before us that they aren't able to get out there. For that reason, I
seriously want to have before our meeting in Dutch Harbor, [ want to have some sort of a summary of the
comments that were made at this meeting, in our book, and available for people to see that are out there in Dutch
Harbor. Ithink it's very important that we have that part of the record included and [ would hope that that would
be something that we would have to take with us to sort of help, I think help to mitigate this particular issue, and

I'think this is a serious one, so I would hope the Council could go along with this and I hope it would not impact

staff too much between now and June to do that. Thank vou.

Benton: 1too want to speak fo the motion, but in response to what Dr. Pereyra has just said, maybe what we need
is a set of transcripts, maybe that would be the easiest for the staff is just have somebody do a set of transcripts
and have that provided. Iwant to speak in favor of the motion. I think that the analysis that we have before us
is, given the time constraints that we have, actually maybe more than what some of us expected we would get.
Certainly there are things that we would all like to have; that's always the case. I think that the information that
we bave fits well with our problem statement. 1 think that it will allow us to look at our problem statement and
look at the issues before us, one of which is the expiration of the current inshore-offshore amendment. But there
are other issues that are before us as well and they're framed within the problem statement. And, as Clarence has
identified, the document is going to go out. His staff'is going to make the improvements that they can and [ think
when we see the document when we are in Dutch Harbor I think we're all going to keep in mind the testimony
we've heard here today but aiso what we heard back in June in Kodiak and at every other subsequent Council
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meeting between that meeting and this ane. We've heard a lot of testimony and we've seen a lot of facts and
information all of which is in the record, so I would speak in favor of moving the document out. Thank you.

Kyle: I would just like to speak in support of the motion and say that I am surprised at the amount of information
that staff was able to compite for us. [ guess my expectation was we may have to narrow down some of the
alternatives that are available to us at this meeting, but I think the whole wide range of alternatives are still open
and because of the job staff did and I just want to again commend them for doing a super job and it's going to be
fun in June in Upalaska.

Samuelsen: I'd like to know your definition of fun. . . I'll be in support of the motion. I also have to commend
staff: they sure gave us enough to read for this meeting. In fact, too much. [ guess from my perspective I was
pretty disappointed in the public testimony process. I thought it would be more germane to the document and
to the AP's comments and it seemed that a lot of spin doctors, I mean testifiers, that testified were hell bent on
throwing trash at different sectors of the industry, and vice versa. My preferred alternative would be that the
industry sit down and come up with a negotiated settlement with all affected parties. I've always felt that
fishermen know their fishery better than the regulator, whether it be this process or the Board of Fish process.
So, I'll support the motion. My message to all sectors out there is, this is your final chance to settle this issue.
T've read every document that was sent out by staff, I listened to public testimony. Afier public testimony in June
I will make my decision and I could guarantee that that decision will not be influenced by the offshore sector, it
will not be influenced by the onshore sector, I will be influenced by a number of factors that I'll take into
consideration at that time. This is their final chance.

Lauber: Are there any other comments? Are you ready for the question? Is there any objection to the motion?
Hearing none, it passes. I would state that in keeping with what Clarence said, we will include in the newsletter
a call for written commumications which will obvicusly be included in the packet for the Council. Also, I would
encourage individual Council members, should they have conversations or contact with individuals that they'd
care to summarize those contacts, naming the individuals and so forth, and send them to the Council staff we
could likewise include that information in the package.

Mace: Mr. Chairman, [ sort of saved my speech until after the vote, but I want to second what Robin Samuelsen
said. Time and time again, the Council's better decisions have been based upon industry compromise. 1
understand you've been visiting on this, you're quite close. I would urge you to continue to visit because a
compromise on your part is going to be a lot better solution than you'll get out of this Council if it's left up to
them in June. And, so that's fatherly advice as far as I'm concerned and I hope that you consider it. Another
concern that I have is the tendency toward divisiveness that I see when we get into a feeding frenzy such as this,
Alaskans versus non-Alaskans. You know, we're all part of the family. It reminds me of a pride of Hons. We
fight like hell aver the kill, but the next hunt we cooperate. And, we have to do that. The industry in Alaska owes
a lot to Washington and Oregon entrepreneurs and fishermen that pioneered in the JV days and while we want
to fight, and fights are good, I think that we have to fight as a family and we can't consider ourselves Alaskans
versus outsiders. The Alaskan hire thing came up, and I support that, that's great. But a lot of that Alaska hire
is going to depend upon outside, or Washington or Oregon, money and expertise. So, let's continue. I think in
the past twenty years you've done very well fighting as a family and [ hope that we can avoid this business of us
and them and get on with it. Thank you.

Behnken: Mr. Chairman, [ just wanted to say that [ love all factory trawlers except. . ., | mean especially. . .. No,
Mr. Chairman, we have this other issue Mr. Pereyra had brought up about collecting the socioeconomic data.
And, rather than get into that now, it seems to me that maybe we could take that up under C-6, is that the
Council’s intent?

Pautzke: Yes, that's a good place for it.
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Lavber: All right, thank you. Thank all of you that participated in the testimony. We'll take a break and come
back on agenda item C-1, essential fish habitat.

{end of this agenda item]

GAHELEN\WPFILES\TRANS\O.498 12

-



T

T

Public Comments
Inshore-Offshore 3
April 23, 1998

NOTE: To save time and space, the formality of seeking and receiving recognition from the Chair, and
addressing the Chair at the beginning of each statement, has not been transcribed.

Tape 17

11:14 am Jim Salsbwy, Supreme Alaska Seafoods. We operate the mothership, Excellence. I'd hike to
make just a few comments. First of all, in the reports that we've received and the characterization of the
mothership sector in those documents, I thought, was very well done. [ think it described the sector very
accurately from our perspective in that sector. I also think it describes very accurately the other sectors as we
know them. [ think also the report that was provided giving a explanation of the impact of this allocation
question on CDQ cormmunities was also well done. I think that it was clear that there may be impacts depending
upon the individual nature of each CDQ community relationship with their business partners and so some CDQ
operations may be impacted and others may have no impact at all and I think from an overall perspective that's
true and we've had CDQ proposals curselves, the kinds of proposals that we have made could have resulted, in
fact had we been chosen as a CDQ partner. On the other hand, other companies have made CDQ proposals and
become partners and it would have no impact at all and I think the report clearly reflected that. Mostly I'd like
to direct my comments [to an issue] that's arisen lately which is that somehow that this category of motherships
and whether or not there would be an allocation or separate category called motherships, would constitute a
limited entry class and I think that one suggestion that's been made is that the Council look at this through what
I think is called 303(b)(6) in the Magnuson Act, [whick] describes how an analysis must be made if you're going
to allocate to a limited entry class and that I think that the Council should go through that process, at least do the
analysis from the perspective that 303(b)(6) describes, however, I do not believe that what's been suggested
constitutes a limited entry class. Basically the Council is allocating to catcher boats; you're ntot allocating to
motherships, you're allocating to catcher boats and you're describing a limitation on the activities of those catcher
boats. You're saying, like many other regulations do, that those catcher boats can do certain things, or cannot do
certain things, and what they cannot do is if you set the limitation at 10% of the TAC they can't deliver more than
10% of the TAC to motherships. [ mean, it's a limitation on an already limited entry class. I think that we've
gotten wrapped up in this because we talk in kind of a shorthand and we say it's an allocation to motherships, but

it's not an allocation to motherships and under current regulations other vessels could also become motherships.

There's no preclusion of somebody going out and building a new mothership and under the definition that was
proposed, which is that vessels that have not fished in the U.S. EEZ, under that definition other vessels could
become motherships. I don't think it precludes anybody else from becoming 2 mothership. What it is trying to
do is distinguish the difference between a mothership and a factory trawler as a recipient of fish that's being
delivered to it and it's trying to describe when that fish is delivered to the mothership what category it's counted
under. Right now, what's delivered to a factory trawler and what's delivered to a mothership's very difficult to
distinguish. So, I don't believe that this constitutes a creation of a limited entry class. You already have a limited
entry class of catcher boals, you're trying to put some limitation on the activities of those catcher boats, how much
they can deliver to a mothership. I think that's the way it should be viewed. But I would urge that you do do the
analysis that might be required if you create a limited entry class so that we don't get down the road and someone
says, well you haven't done enough analysis of this issue and therefore we can't do it. If you want to do it, I think
you ¢an, if you don't, then there's no point in having an analysis of it in the first place.

Council questions:
OTeary: Mr. Salsbury, originally when this whole discussion began, motherships came forward and said they

wanted to become a part of the inshore sector. I sense from your comments that maybe you now. . .and I don't
recall if you testified or made comment at that time. . .I sens¢ from your comments though that maybe you're
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thinking about a separate class as opposed to part of the inshore sector. Could you just tell me, is your preference
to a distinct class of your own or to be a part of the inshore sector?

Salsbury: Originally we had proposed to. . .and I say ‘we', the motherships in general, had proposed to be a subset
or a reserve out of the inshore category, be transferred to the inshore category. I think it's evolved into kind of
a sense that there should be a separate category but that hasn't been driven by the motherships, that's been driven
primarily by the factory trawlers and the shoreplants themselves who see complications of putting the
motherships in either one side or the other. So they've kind of pushed us out of each category into a separate
category of our own. Personally, I don't think it would make too much difference whether we were in the
shorebased category and there was some limitation on the amount of fish that could be delivered to motherships,
or kind of a reserve for motherships, I don't think it matters too much but we've been pushed out of the other two
categories and that's why there's a proposal for a third.

Q'Leary: But what is your preference? If you could tell us what to do, what are you saying to us now? Are you
saying make us a separate category or we want to be part of the inshore sector. I'm just trying to get a sense of
what your preference is.

Salsbury: I think after having to listen to all the different people advocate for one side or the other I think we have
developed a preference for a third category becaunse it makes it simpier, If you have a category that can be
described and defined, then the deliveries of catcher boats to that category are very easily distinguished. They're
easily analyzed and it's everything simpler, but [ guess it's not a strong preference either way.

Austin:  Mr. Salsbury, if in fact the Council was to decide to create a separate sector, motherships, how do yon
now determine what catcher boats deliver to yon and how would you expect to make that determination under that
separate sector?

Salsbury: The way we determine it now, is it's a simple contract relationship between us and a catcher boat. In
our own particular case we've had a very consistent fleet of boats but it has slightly changed over time, but they're
all independent boats, they have no relation to oir company and we hire them to fish for us. I don't anticipate any
change at all in the how you do that. The whole class of all catcher boats are within the potential range of
customers that you'd have, By customers, | mean a catcher boat that you could hire.

Kyle: Jim, I think when you began you said you more or less agreed with the analysis and the information we
have before us, from a mothership perspective. And what I gleaned from that analysis is that the motherships
have done O.K. while part of the offshore sector; your percent has been creeping upwards and it's also in here that
you feel that if you're put in the inshore sector that you could compete well there as well. From your opener, you
agree with those things that are in the analysis that [ just repeated? )

Salsbury: Yes, [ think the motherships have demonstrated that they hold their own in the offshore sector in terms
of the consumption of the quota. It went down sharply at the very beginning but it's been fairly stable and slightly
rising towards the end. The problems that we have are not so much in competing, in finally getting the amount
of quota, it's the operational problems in between. It's the fact that the smallest of the catcher boat fleet is in fact
harvesting in competition with the very largest of the harvesting fleet. We have difficulties, I think there's been
a lot of times when the factory trawlers would like to do one thing that might benefit their style of operation but
it would inhibit ours and so you have very little ability to operate as a kind of a collective, or in a cooperative way.
The main distinction that we have is that we're buying all the fish from the catcher boats and you have a very
different set of circumstances. I think some of the things, for example, that come out of the difference, when the
cod season was delayed because the factory trawlers basically wanted to maich the roe season more effectively.
Well, the impact on the catcher boats was severe. It basically cut a great deal out of their cod season and they
can't get it back. The impact on a factory trawler, it's doing one or the other, it can't do both. But the catcher
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boats could. So I think there are a lot of operational problems that happen because we operate in much more of
a style that's similar to a shoreplant where we hire boats, pay for fish, and process it.

Kyle: The other thing that I would just mention that comes through fairly clearly in the analysis that you said you
agree with, as you know the offshore sector and the onshore sector had quite an employment campaign, Alaskan
employment, and it says in one of the reports, the San Diego report, that mothership employees are reported to
come from all other and other than the CDQ participants, no special aitermpts were reported by any of the
operations to recrit Alaskans. And, even the one operation that is aligned with a CDQ group, the have to put
those folks on other vessels because there's long-term historic participation by the employees on the motherships.
Do you agree with that?

Salsbury: I agree with what they said. I think it bears a little bit of description if that's what you want to focus
on. I thick first of all there's one of the motherships that has a CDQ operation. What is not apparent in that
statement is that employment is limited because of the consistency of the jobs, the low twrmover of jobs on that
operation. What's happened in fact is that the other two motherships have been the ones that hired people from
that same CDQ community to sort of spread it out and make it available to more of them. So, we've all done. .
.all of the motherships have tried to participate in the employment of that CDQ community's employees. I think
you'll hear testimony on that later today. So, that's where the activity's been directed, but it doesn't show up there,
but that's what's happened.

Samuelsen: Jim, in the analysis because of the limited number, very little information I feel was provided on
ownership of motherships, the amount of employment. How many people do you employ on your vessel?

Salsbury: It varies between 100 and 140 people, depending upon the season.
Samuelsen: Can vou tell me approximately what percentage of that is Alaskan hire?

Salsbury: We got ail that and we provided it, I think there are some documents around. 1can go check, but in
my, and this is just my memory so it's not accurate to the perfect, but it's about 22% at this time that's Alaskan.
That includes. . .that's primanily made up of CDQ community members.

Samuelsen: Another big issue of motherships, we've always heard testimony that they don't pay state taxes,
deliver their cargo directly overseas; what portion of your product do you pay state taxes, landing taxes in Dutch,
on?

Salsbury: Thanks for asking that. That's actually good. The landing tax issue I think has been a big focns of
controversy. We made several tnips to Japan to deliver product well before the landing tax was instituted. The
reason we did it is that's when the fishing season had a dramatic drop; we had our shortest season and we
basically had nothing to do, so we did that, and it had no effect on the landing tax because there wasn't one at the
time. We pay all the landing tax now and as well we're an Alaska corporation so we pay corporate income tax
in Alaska as well. X

Samuelsen: Do you participate in any other fisheries besides the pollock fishery?
Salsbury: Yes, we participate in the hake fishery off the Washington coast.
Pereyra: Mr. Salsbury, the figure you gave for employment, at 22%, I don't think that is captured in onr document

so this is all new information and the Council has an auditing procedure aiready established. Would you be
willing te have your employment data audited so that we could have benefit of those audited figures.
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Salsbury: Sure, we can provide, I guess audited figures, or we can provide just the raw material and whoever
wants to audit them can audit them, but as I said, I'm saying that out of my head but we do have a paper that the
motherships put together where we looked at the facts and tried to accumulate them and I think you can se¢ from
that the actnal number that it is. ‘We've had a very up and down record of employment. At one time we operated
out of Alaska and at that time we had as high as 68% employment by Alaskans. Now that we're operating more
out of the Seattle area because of the hake fishery that we participate in, that's gone down considerably and I think
that's more of a function of the year-round activity that we do down there. What it does mean, however, is that
the Alaskan employees we have are not solely employed during the Alaska fishery, they'te also employed during
the fishery in Washington and Oregon coasts, so it kind of expands their employment opportunity as well,

Pereyra: So, this 22% figure is sort of a soft number that you're maybe not quite totally secure on, or. . .7

Salsbury: Well, it's soft 'cause I told you it's out of my head which is fairly soft, but. . .we can give you the exact
numbers and every year it's different, it goes up and down and you have to pick which year and which season you
want to look at because it's up and down by season, but I think that at the present time it averages around 22%.

Samuelsen: Clarification. You refer to your letter, is that the letter from Premier Pacific Seafoods. . ..submitted
to the Council?

Salsbury: Yes, I think you already have it.
Samuelsen: Yes, I thought maybe there was another letter out there.

Salsbury: That has been accumulated by data both in the Council documents and then what holes we saw there,
we provided individually.

End of questions.

11:33 am Donna Parker, Arctic Storm. I'm here to comment on the two community dependence reports
done by Impact Assessment and the CDQ report done by the McDowell group. To 2 lesser extent, I'm also
representing Glacier Fish Company in that they have provided us with some numbers that we've blended into our
ovm so that you'd have a better view of the wages in the offshore sector. Glacier Fish Company and Arctic Storm
are CDDQ partmers in Norton Sound and Bristol Bay groups. Both of us are medium-sized companies. We have
two boats each, one primarily fillet, the other surimi, both industry pioneers. We harvest approximately 42% of
the CDQ quota and about 10% of the TAC. Both CDQ groups have large ownership in our companies and in
fact our two companies represent the only Alaskea-owned processors in the Bering Sea. And to the extent that
the ownership catcher vessels diminished significantly since inshore-offshore was first implemented, and the
deliveries by Alaska is now only 1.7% of the TAC, we also exceed the ownership of the catcher flect by Alaskans.

Approximately 15 to 20% of our crew are Alaskans; the two regions that we work with represent 28% of the 56
communities and about 60% of the population, or about 4 times the population of Dutch Harbor and Akutan.
This allocation in addition to being competition between the two sectors is aise a competition between two
regions, and I'm speaking in terms of Dutch Harbor and the CDQ communities. Dutch Harbor as you know is
the mmber one port and has been for the last six or seven years in the United States. It benefits greatly from the
services that it provides to both the offshore and inshore sector. In 1996 it had 2 million dollars in raw fish tax,
$2.7 million in landing tax, annual income is about $56 millicn [sic] per household with a 1% unemployment rate,
contrasted to the 56 CD{Q) communities with a population of 20,000, extremely high employment--around 20-
30%, and a median income about $20,000 or less. The Bering Sea CDQ communities really have not benefited
from the pollock resource at their doorstep because of the shallow water and ice which makes the shoreside
processing prohibitive, so the only benefits that have come to that region is through the CDQ program and those
have primarily been royalty, wages and investments. And I want to show you some overheads here and they're
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also provided in your document, which discuss why these benefits are not transferable with a change 1n allocation.
While be's putting those up, I'd would like to tell you this information was provided to the McDowell group but
we did not see any evidence of it in the report. One of the pieces of information we've provided which I'm not
going to put up on the overhead was a breakeven analysis for our company. We've used audited payroll and
revenue figures and it indicated to us that even a 5% shift would put us in the red which means that this would
impact our ability to pay for CDQ royalties. Right here is a picture of a season, the horizontal line is an indication
of the value of the pollock over the year and as you can seg, it's worth most in February at the peak of the roe
season and then it drops off significantly. The smaller {ines there are based on NMFS catch data and length of
season which indicate that, you can see the middle one is status quo and the inshore season is longer than the
offshore, and then rising above that is what happens with an increased allocation to the inshore and below, that's
what happens with an increased allocation to offshore. As you can see, the inshore season would be extended
with a change in allocation, this is for 5 and 15%. And making the CDQ royalties worth much less because the
fishery would occur after the roe season. These are audited payroll figures for the four vessels of Arctic Storm
and Glacier Fish Company and we compared them with the highest shorebased wage figures that we could find,
and I supplied you with classified ads in the Seattle Times; it's $6 an hour and we included the overtime in a 12-
hour shift and compared it to our company. Under a 5% allocation shift, our entry level workers would lose about
$2,300 and $970 would be gained by shoreside; a change of allocation of 15% would be a loss to each one of our
entry level employees of $7,000; $2,000 would be gained by onshore workers who would have to work about
15% longer period of time. So, you can see that about $5,000 per entry level employee evaporates. . . .One more,
I1l just quickly put it up there, This is an indication of over the entire season, and the middle one is a comparison
of status quo in the center and then off to the right is what happens with a shift to inshore and off to the left is
what happens with a shift to offshore. In closing, I'd just like to say that this information was not included in the
report and we think that we would like to see that. We also found that the structure of the report tended to
summarize some of the information gathered by the CDQ groups and their parmers and then it was often
challenged, or unsubstantiated opinion was offered. We would like to see that removed from the report and to
have the CDQ groups and partners responses represented more fairly, and finally, it's just some simple
information, demographic information such as I've provided to you as well as some of the tables, I think on page
18 of the CDQ report could be included in the Impact Assessment report we would have something to be able
to compare the two regions and the impact allocation changes might have,

Council questions:

Behnken: 1have a question, Donna, on your first graph. If a CDQ group had an offshore partner, why wouldn't
that CDQ group go fish their CDQs with their CDQ partner as soon as the offshore season was over? Why would
they wait until the end of the inshore season when the rog was less valuable?

Parker: The purpose of this graph is to show that it's not transferable. In other words--you don't have the benefit
of seeing the breakeven analysis--but if we are either put ont of business or we are no longer competitive in
banking CDQ bids for royalties, we will no longer be CDQ parmers. The point is it cannot be replaced by going
to inshore partners because they will not be able to hasvest the roe and the CDQ rovalty will be drastically
reduced. It's also reduced because there are less people competing for the CDQ royalty.

Behnken: So, your assumption, then, that you go out of business and they have to seek inshore. . .
Parker: Either we go out of business or our breakeven changes and so in order to move our breakeven back we

may want a CDQ quota more than ever to stabilize our access to the resource, but we won't be able to afford it
so we'll no ionger be competitive in the CDQ world.
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Benton: Donna, I'm looking at your graphics on wages and I'm looking under your assumptions and I'm just
curious what this means, it says that under number 'c', it says wages based on audited average production levels
during the last days of 'A' and 'B’ season. So, you chose the last days of the 'A' season and then averaged that
across, or used that as the basis to cross the employment data for the ‘A’ season and you chose the last days of
the 'B' season, how'd you do that?

Parker: Welooked at our production on those days and the reason we did that is because those are the days that
are going to be lost if our allocation is reduced and admittedly they are the most valuable days; the last fish you
catch is always the most valuable because you've met your fixed costs.

Benton: So, that would be the day that. . .Jet's say if you use one day or three days, or whatever it is, that an
individual would be making the highest crew share, is that right?

Parker: Absolutely, and that would be lost under an allocation shift.
Beaton: It also shows that these are very high wages are based on that high data.

Parker: Well, that's why I showed you the next one so that you could see it over the entire season and I'd like to
say that the next one represents only the pollock open aceess fishery, it does not include the CDQ fishery, or hake
or yellowfin sole, so the wages of the workers could actually be much higher.

Kyle: Just for clarification, Donna, on the onshore wages, did you factor in the free room and board, that sort of
stuff?

Parker: Absolutely, we have free room and board on our vessels as well.

Kyle: Well, if I may, Mr. Chairman We have an offshore partner in the CDQ group and I know that their wages
get debited for certain expenses, like that wher they're aboard. That's not true in . . .

Parker: No, maybe that's why we have such a high Alaska hire rate.
-end of questions-

11:44 am John Bundy, Glacier Fish. [ want to make two points. Substantively, the Council should not
regulate the pollock in a manner that it becomes like the salmon industry. And secondly, as a procedural matter,
the analysis in my opinion is not sufficient to send out at this time for public review. My name is John Bundy,
I'm president of Glacier Fish Company; we own and operate two catcher processors. We're the kind of business
that [ think the Council members, particularly those from Alaska, should be concerned about. In the potiock
universe we are small, we're independent, we're 100% U.S_-owned, and we're 50% Alaska-owned. Qur owners
that I answer to include the Board of Directors of Norton Sound Economic Development Corporation, a CDQ
group made up of the 15 comomnnities of Norton Sotmd. Their investment in the pollock industry through Glacier
Fish is more than $21 million and we together with Donna's company and Donna's CDQ partner, represent the
only Alaskan investment in. . .[unintelligible word]. . .poliock processing. We have a six-year history of creating
rural economic development in Western Alaska, providing family wage jobs. Our small company has paid direct
cash payments to the Norton Sonnd region of over $32 million in that time in the form of wages and payments
to local fishermen and CDQ royalties. That's not something that we started yesterday, We make a variety of
preducts from pollock; sell them to a variety of markets, North America, Europe, as well as Asia. Since our
processing is closer to the resources we are able to make a higher quality surimi and roe product from pollock
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and we manufacture a deep-skin fillet block for domestic consumption. Others will talk more about the nature
of the shoreside system which in terms of the Dutch Harbor plants acts more as a low-cost pipeline of materials
to Japan and other places in Asia for re-processing. But the dangers of over-reliance on that market which is a
great market is obvious to anyone who's presently trying to sell anything to Japan, whether it's surimi, roe,
salmon, herring, blackcod or turbot. By contrast, the catcher processor offshore system is less dependent on the
Japanese system becanse the offshore system produces a greater variety of species and products and sells into
a preater variety of global markets. Our operation is a case in point. We can shift our production to filets and
away from surimi if market conditions dictate as they do now. On the other hand, the Buich Harbor plant and
motherships stay with surimi no matter what becanse that is what their parents in Japan need and that's what they
need in Japan. In short, I just want to emphasize that the offshore system has greater incentives to drive prices
up since we ourselves are harvesters while the shoreside system has powerful incentives to keep prices low and
to funnel the material elsewhere for secondary and other value-added processing. Therefore, a proper analysis
at this time must include the cost side of the ledger which would show, first, that any onshore allocation would
take away family wage jobs from Alaskans and replace them with minimum wage jobs. Second, decrease the
value of investment by Alaskans in the pollock industry; third, weaken the one sector that is capable of paying
the highest royalties for CDQ; fourth pumish the companies that have contributex most to economic development
in rural Alaska; fifth, reduce product quality and mix and total overall value of the resource; sixth, shift raw
material away from more competitive and diversified global markets towards a more closed Japan-dominated
market, and finally, I think in the long run, reduce the Alaska state tax revenues. The adverse market
consequences that I've described are not mere speculation; it's already happened in many respects since 1992,
the ex-vessel price to fishermen for pollock has gone down, the ownership by plants and catcher vessels has
increased to approximately now 70% of the inshore harvesting capacity, so there are fewer and fewer independent
catcher boats, and Alaska ownership in catcher vessels has decreased to just 1.7%. I cannot emphasize strongly
enough that the cost analysis under the regulatory flexibility act is crucial in this process and before any proposal
of changed allocation is sent to the public, particularly in light of this decision, the importance of this decision
to the. . .an important U.S. fishery and to the impacts of these allocations upon economically disadvantaged
coastal communities. After-the-fact analysis is not sufficient to meet the mandate of that Act. New NMFS
guidelines released just last week make it clear. . .that the assessment must be, quote, sufficient to allow the
Council to make an informed decision and to present quantitatively and qualitatively expected net benefits for
management alternatives under consideration, end quote. Thank you.

No questions.

11:50 am John Gauvin, Groundfish Forum. Il tel! you up front that the Groundfish Forum has
maintained a neutrality position on the merits of who should get more in this allocation. However, we are
concerned about downstream effects of changes in the allocation. We decided on a. . .admittedly the scenario that
changed the allocation the most, that would be one that took, 3d, where the factory trawlers are reduced to 40%.
The reason we focused on that is that it makes our point in spades. It also is a level in change in the allocation
that I think starts to bring in very strong incentives for pollock factory trawlers to actually make large capitat
investments to do our fishenes better. As you know, we're involved in the flatfish fisheries, in Atka mackerel,
What I'm going to show you is some gross revenue estimates based on 1997. I'm going to try to value what the
change in the pollock allocation under 3d is worth to pollock factory trawlers. We concentrated on that becanse
we've looked at the data on fisheries those guys do when they're not doing pollock and they do our fisheries. And
then we're going to show you what we think the yellowfin sole fishery and Atka mackerel fisheries are worth and
make some comparisons. Where I'd like to end up is to suggest that you at least incorporate this possibility of
large spillover or preemptive effects into the analysis at this time. Some of the baseline data are there; you need
to pull it together and make some sort of statement of what you think the possibilities are here. And, I'll run
through this presentation very quickly. We used 1997 prices; we figure that the pollock factory trawlers right
now are¢ getting about 55% of the pollock; if they're reduced down to 40, we estimate that's worth $92 million.
How we came up with that estimate is based on, again, we figured. . .this is how we got to 148,000 metric tons
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of fish at stake here in this alternative, based on a 1.1 million metric ton quota into the future. Obviously that's
an assumption we had to make to be able to come up with a number. But, if you look at where they're getting
55%, they're down to 40%, subtract for a likely discard rate based on current performance, you go down under
that TAC scenario, 396,000 metric tons round fish. We used the recovery rates which we believe to be as
accurate as possible, and the current breakout of products that poliock boats make, so this is like taking a ton of
pollock and saying it goes into these product forms on average based on the NMFS data--this is how much
product you get out of a ton of pollock for pollock factory trawlers. We used 1997 prices, which are higher than
1996 prices; we did that because we had 1997 prices. We tried to be as current as possible. So, a ton of pollock
is worth $624 round weight equivalent, ton of pollock. We loocked at entry patterns in the fisheries. Pollock
factory trawlers typically finish the pollock and go into H&G, or, 1 shouldn't call them H&G fisheries, call
them fisheries that we do, yellowfin sole, o-flats to some degree, and Atka mackerel. What this is,isonthe Y
axis, the number of boats in a target fishery per week. We used the PSC rates to get the number in that target.
That comes off the NMFS bulletin board. You'll see that the flatfish fishery and Atka mackerel, in any one week
you can have 15 pollock factory trawlers in the targets. Using the same year for the catcher boats, just to give
you a comparison, these are shoreside and at-sea catcher boats, you'll note over the same rough period of time,
in 1997, none of them in Atka mackerel, very few of them in the flatfish fisherics, and most of them doing cod.
This is the premise we used to say, boy, if they lose fish they'd probably try to make up their lost revenues in our
fisheries. What we did here was try to estimate what our fisheries are worth and sorry about the subliminal
message about the flatfish fishery. Yellowfin sole, these are products forms that are made, the percentages of
the catch in 1997 that went into those product forms, PRRs, and so what we did was we said, 0.K,, a ton of
yellowfin sole on average in that year was worth about $480 exvessel, that's F.Q.B. Dutch. Atka mackerel's
wostly made into H&G, it was 2 pretty. . .we just assumed it all went to H&G, it didn't matter for the accuracy
bere. About $582 aton. From this we estimated that our fisheries of yellowfin sole. . .[commenting on a graphic,
‘that's Atka mackerel, in a frozen block]. . .Atka mackerel and yellowfin sole combined value are $105 million,
1997. So from this we did the brave assumption here that if pollock factory trawlers are losing $92 million and
they had to come into our fishery to try make some of that up, in the extreme, which is not likely to happen, but
in the extreme, they'd have to take 88.3% of those two fisheries to make up for that revenue. That's a large
percentage. Here's some factors I'd like to run you through. This sort of conditions how far the pollock factory
trawlers could go in our fisherics. That's supposed to say high-volume harvesters’, We've seen that these guys
are high-volinme harvesters; they can catch three to five times more per day and put it through their factories than
the typical H&G beat can. For Atka mackerel, they made surimi out of Atka mackerel, that's a low-recovery rate
product, that allowed them to have relatively more freezing power; they did three to five times more than a typical
Atka mackere]l H&G boat did. We believe under a shorter pollock season they'd have low opportunity costs and
they'd have. . .the Pacific whiting fishety now under the agreement they have allows them to not have to go back
to go Pacific whiting fishing, so that creates incentives to make our fisheries better than doing nothing. They
could in fact if the technology's available under a large reallocation, try to make surimi out of yellowfin sole. If
they're successful at that, that would open up the avenue to larger and larger catches per day becanse they could
put more through the factories than they currently can. Under a reallocation there would be fewer fishing days
for the pollock factory trawlers. In order to get crew you have to offer them some obligations of fishing time.
If you reduce the number of days in pollock, you're going to have to say to them, well, and we'll also give you
some days in yellowfin sole or Atka mackerel. So, I think crew contract obligations are an important
consideration and incentive. In fact, I think even if it's not economic in the long run for them to be in our fisheries
'cause they can't operate over the average variable cost, the crew contract obligations could add to the incentive
to try it. They fish yellowfin sole typically in the spring; if pollock were over earlier after 'A’ season they'd be
in the highest CPUE part of that fishery which would allow them to have high CPUEs for yellowfin sole. And,
IR/IU regulations put a great advantage to boats with meal plants. H&G boats have to avoid catching things they
can't process; boats with meal plants can run that through the meal plants, so I think that gives these boats an
advantage that they didn't have before. Finally, the yellowfin sole fishery and Atka mackerel are currently fully
subscribed fisheries. We have some pollock boats in there; there's actually not that many at this time, but we
caught 53% of the yellowfin sole TAC in 1997, so there isn't a lot of room for a bunch of new boats to come in.

GAHELENWPFILES\TRANSUOPT.498 8



Public Commments; Inshore-Offshore 3 April 23-24, 1998

It's also a PSC limited fishery. We don't think they could take all of our fish, we think we'd be fishing at the same
time, so if we're fishing concurrently we're going to catch something. But under that sort of condition, how much
they can take, but nonetheless, with their extra, what one my members calls it, firepower, they're going to get a
pretty big piece of it. And then lastly I'd like to suggest that you as managers, if you are going to do a large
realiocation of this pollock, could put sideboards on it. You have a license limitation program that could be used
effectively to keep some of these boats from making the. . .or as many of these boats making that transition into
these fisheries. That's all I have, Mr. Chairman. -

Council questions;

Kyle: Slide, number 2, I think. Ijust wanted to get some clarification from John on the one that shows the
polleck per metric ton, the value. . .where you get the $682 or whatever. I was just curious, I don't understand
how you had those different product forms up there, because it's my impression that generally a surimi boat
doesn't do deep-skin fillets and. . .could you just help me understand how that's. . .?

Gauvin; Yes, we didn't concentrate on surimi boats. We said pollock factory trawlers, we defined the universe
of those and then looked at the products that are made and the average. . .on average for a ton of fish, some of
these caught by fillet boats, they're in the same sector as the surimi boats, so this is how the products break out
with their recovery rates, that's how much finished product in these categories that you'd get from a ton of pollock,
on average based on 1997 mix of products.

Pereyra: John, you looked at the spillover effect going from inshore to offshore, increasing the inshore allocabion.
What if you did a reverse? What kind of a spillover effect would you expect to have if you increase the offshore
allocation, reduce the inshore?

Gauvin: We actually, if you read my paper which is your pile of documents, we looked at that scenario to some
degree. We looked at what a ton of pollock was worth to them and it was more gross revenue per ton, with higher
recovery rates, etc., and we said, O.K., what's that going to mean under the same scenario. . .we ran. What
stopped us was, when we got to that effort data, how it distributes between the different targets, we realized that
boy, there's a problem for some reason over the last two years the shoreside hasn't made a big, I use the word
incursion, into flatfish fisheries and they haven't done any Atka mackerel at all. Atka mackerel's too far away for
them to do, I believe. And I think with vellowfin sole there's only certain windows of time when the yellowfin
sole are close enough to Dutch Harbor or other plants to really put much of an effort into it. I think the [ast two
years have shown shoreside guys that the flatfish fisheries are hard to do for them, and they baven't increased their
effort much, so, it kind of stopped there. We speculated on it and then we said, it's too far a reach.

Pereyra: Would it be fair to say then, John, that if the offshore allocation were increased that the spillover effect
which currently occurs would be less?

Gauvin: 1t could be.

Behnken: Quick question. In the AP minutes they recommended, their #2, was that we include consideration of
these spillover effects. Does that encompass your concerns, is that your recommendation for Council action at
this point?

Gauvin: Yeah. We asked that the AP constder this after my presentation. We're not trying to hold up the
document; we think a lot of this bascline information is in there, you'll have some tables in there about how many
factory trawlers in flatfish targets per week, that's identical to what ['ve produced. The revenue information is
there. Ithink the analysts are a litile bit uncomfortable about sort of saying, well, what are the possibilities here,
but I think speculation on that is warranted in a separate section because I think there'’s enough record of these
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boats doing it in the face of a slightly lower pollock quota in the last two years, so yeah, I think you should have
a dedicated section to this. It may have to be qualitative but at least makes me think that the Coungil is thinking
of this when they make their final decision.

Benton: John, I think you in part answered my question, which is, as [ recall at different Council meetings and
different times that this problem has already resurfaced, for example, you put some of the information up with
regard to the Atka mackerel fishery, and where surimi boats have already moved into the Atka mackerel fishery
and actually caused quite a problem in management for that fishery, at least in one year. So, in some ways it
seems almost from what you're saying to us is that irrespective of inshore-offshore, there's a problem or a
potential problem with some preemption coming from the polock surimi flest into some of the other fisheries,
and my question really is, is part of your message here that irrespective of inshore-offshore, the Council should
consider looking at this issuc and perhaps adopting or looking at some management measures to try and contain
this before it becomes a larger problem?

~ Gauvin: .. .Idon't think we think we're the only ones that should be able to do these fisheries, but this is the core
of what we do. It's not like we do pollock and then come back and top. . .you know, get a few weeks on this stuff.
This is what the H&G boats do, so yeah, we have put in a proposal in fact for what I believe would be sideboards
with species endorsement based on the boat having some history in these fisheries of significance. Now, I guess
what my analysis focused on was a large change. I think this potential for preemption and this fishing effort in
our fisheries is happening already under a lower pollock quota or under lower pollock prices, for instance, but
it's a question of degrees. This allocation really increased possibility and the need for recovering revenue and it's
extreme. So, a large reallocation obviously is of great concern to us. At the same time, a large reallocation, as
Isaid, increases the incentives for capital investment to make surimi out of yellowfin sole to put more boats in
there at a faster pace. . .we don't think we're the only ones who get allowed to do these fisheries but we think we
should have a fair chance.

Benton: Nonetheless, again immespective of inshore-offshore, you do have a proposal in that you think the Council
should look at to deal with this before it becomes a problem. IfT understand your point, which is, if you make
a large shift in quota for pollock then that's going to bave some ripple effects and you want us to consider that
and I think that's fair, But, would you say that if we stayed at status quo on inshore-offshore that we should not
consider the measures that you've put in for consideration by the Council to prevent this kind of preemption that's
occurring,

Gauvin: Well, we submitted the proposal before inshore-offshore was really going here. We did it because we
thought it was something that would identify a problem ahead of time like you're supposed to do in the proposal
process and give an avenue of avoiding a train wreck in the future, But the Council didn't do anything with our
proposal; it didn't get a very high prionty and it languishes in some briefing book somewhere. )

Benton: That's sort of a yes, right?

Gauvin: Yes, that's a yes.

[Council takes lunch break]

1:17 pm Terry Leitzell, Victor Seafoods. What [ wanted to do is two things. [ wanted to express my
opinion to the Council that the document should go out for public review. I think it is, although flawed in some
respects, certainly adequate and in good enough shape to do. But also to make a few comments about the inshore
sector of which we are part. I feel a little bit as if we're in the middle of a battle of behemoths, of elephants, and

we're a smaller company and I wanted to tell you just enough about us to make it clear to the Council that the
inshore sector is not homogeneous, that there are different players and companies that do different kinds of things.
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We own and operate the second largest pollock floating processor, the Northern Victor. We are part of the
inshore sector and we operate in inshore waters in Beaver Inlet in Alaska. We are 100% U.S.-owned and have
about 300 employees. Our production is pollack filets; we don't have sunmi equipment, we don't make swrimi,
we make deep-skin fillets, regular fillets, and other kinds of pollock fillet products. Most of cur production is
in fact deep-skin fillets and we were one of the companies that pioneered the development of deep-skin fillets.
Our market is the United States [Change to Tape 19] except, of course, for roe. We sell to all of the normal
markets for fillets and are one of the largest suppliers of fish that goes to McDonalds. On the utilization side we
do have a fish meal plant and I know you will hear some argument that fish meal should not be taken into aceount
in looking at utilization figures. Qur utilization figures are high, but frankly even if you subtract out the fish meal
plant we are still in qur operation a couple of percentage points higher than the numbers in the document for the
offshore catcher-processor flect and we as a pollock fillet producer with a fish meal plant are listed in the
document as producing the highest value per ton of round fish, I think it's about $618. Finally, we do pay lots
of Alacka taxes. We operate in Alaska waters, we move after the pollock season and cod season to go to Prince
William Sound to process pink sabmon and consequently we pay the highest rate of tax in Alaska. So, I want to
make those comments just again to put you in a mindset this afternoon as you listen to a lot of testimony that at
least in the inshore sector there is variation. We are not all the same; we don't all do the same thing, we don't
make the same kind of products, we don't all have the same kind of ownership. But I also want to stress that the
document is in fact accurate, I think, in its portrayal of the sector. I'm not here to argue that it needs to be changed
or amended in order to make these points that I've made. And, frankly, just as a last comment, in terms of the
overall analysis and the comprehensiveness of the document, 1 certainly wish in my earlier days with NMFS a
couple of decades ago that we'd had some documeats like this. I think this one is certainly ready to go out for
public comment. Thank you.

Council questions:

Pereyra. Terry, in the document we have, we get some recent information from the Impact Assessment people
regarding the Seattle impacts and so forth, and in they characterize the inshere floating processors of which you
are a part of as operating in relatively fixed location in state waters, having minimal interactions with the
shoreside communities and being sort of industrial enclaves. Is that an accurate portrayat, do you feel?

Leitzell: We do operate in one place, we are archored in an inlet both for pollack 'A’ and for pollock 'B’ in the
same place. Our crews do not go into town, we are somewhat remote from Dutch Harbor. We obviously use
Dutch Harbor for logistical support; we have an office in Dutch Harbor. But we are fairly isolated from that
community.

Pereyra: And in that context, what sort of investments has your company made in Alaska?

Leitzell: Aside from having an office in Alaska, we have not made investments in Alaska as such. We'vé made
our capital investment obviously in a processing vessel and took it to Alaska.

Benton; Terry, you mentioned that you process salmon, or pink salmon, in the off season. Roughly, how many
Alaska salmon fishermen deliver to your vessel?

Leitzell: Ithink it's about a dozen. . that's a number I'd have to look and supply you, however.
Benton: And this is in Prince William Sound?
Leitzell: Yes.

Benton: And would you say that that's an important market for some of the people that live in those
communities?
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Leitzell: Yes, I think it certainly is. Obviously Prince William Sound has been heavily impacted by various
events over the past number of years. We helped to develop a pink salmon fillet market in Europe for that
product and we're hoping to continue to expand it.

Samuelsen: Terry, in the updated employment information, in ‘96 it says the Northern Victor had roughly 438
employees, Alaska residents 2; in 1997 445 employees, Alaska residents 2, for a 99.6% non-Alaskan
employment. Why is that?

Leitzell: We have not had much luck in hiring in Alaska, we have not had the advantage of having a CDQ
partner, as I think you probably know. And frankly we're a small company and we simply haven't been able to
make the time and money investment to do a lot of recruiting in Alaska.

Samuelsen: Do you participate in any other fisheries, besides pollock and salmon fisheries, with that vessel?

Leitzell: Yes, we do. We this year also processed crab, and worked with an independent crab fleet in the opilio
season and we participate in the cod fishery after the pollock 'A' season, again with a fleet of independent boats,
probably 15 or 20.

Austin; I'm not sure how to phrase this question, but I'm very concerned about the flow product to the American
consumer and note that you're producing the deep-skin fillets. Could you comment on the impact on that market
alone? I mean, what is your capacity if there is loss of offshore capacity, what is your capacity to fulfill that
market demand?

Leitzell: We produce depending on the year, probably 10 to 15% of the deep-skin fillets that are produced from
the fishery as a whole. Obviously we operate at capacity; we would operate for a longer period of time if there
were a larger allocation inshare and would be able to take up at least part of that market. I don't have specific
numbers; I could probably provide you with some more information.

Austin: I'm sure you have an understanding of your industry. If that market demand is there, would the price of
these deep-skin fillets to the public go up, or there be additional cashore capital investment to produce this
product?

Lettzell: That's hard to predict. These markets are worldwide in the sense that whitefish markets around the
world and the supply of cod and whiting and pollock all interact to some extent. So, I think within the range that
we're dealing with here, that we're unlikely to see any fairly serious change. The demand side of the market,
particularly from the fast-food suppliers is probably the much more important determinant and they make those
decisions based on policy and what they think the consumer wants. )

End of questions.

1:27 pm David Long, Arctic Storm. . . .I'm a 30-year resident of Alaska and my wife's a 39-year resident.
I have four children which I'm raising in Alaska, very committed to Alaskan interests. I've been involved in the
fishing industry in Alaska since the early '70s. I've been involved in longlining halibut, crabbing opilio, Tanner
and king crah, frolled for cod, sole and pollock as skipper of a catcher vessel, particularly the Peggy Jo for Oscar
Dyson for seven years, and I'm currently employed by Arctic Storm, Incorporated as the fish master on the Arctic
Storm and the Arctic Fjord. I'm also a Bristol Bay salmon permit holder and boat owner which I operate every
year. I feel I'm pretty well integrated into the fishery and I'm pretty concemned about any regulatory changes that
might be made here. My interests are in Alaska and the long-term viability of this industry for our state. I'd like
to address the issue concerning the CVOA. 1 think excluding any group from the CVOA at this time, especially
during ‘A’ season, is extremely unreasonable and unfair especially when you consider the critical importance of
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that area economically to Alaskans and our CDQ partners. I can assure you it's the only place economically and
scientifically to fish during the 'A’ season. Inside the CVOA is where you find the largest fish which constitutes
your best recovery for roe and meat and dollar per pound. In most instances to be forced to fish north and west
of the CVOA you would be catching smaller fish and less consistent size and roe quality wouldn't be as good.
Forcing us to fish outside the CVOA would increase our bycatch, I feel. The fish are just smaller, it's pretty
simple. To change the allocation of this CVOA during ‘A’ season I think that you have to look at the industry as
a whole, not just one sector. Inside the CVOA is the best place to fish during 'A’ season to get the best utilization
of the resource. Under the cwrent allocation I feel there's enough fish for everybody in the CVOA from my
experience over many years' fishing in there and increasing the offshore sector's allocation in the CVOA, or in
the Bering Sea would increase the removat of pollock from the CVOA over the year. I think the current allocation
offers the best management for the region and maintaining the current allocation will extend the stability
throughout the fishing industry. I think we've experienced the current level of stability that's been difficult to
reach from the last decisions you made appropriating the catch between the offshore and inshore. I think your
policy has encouraged the investments of millions of dollars into this fishing industry in the offshore and onshore
with your last policy change. I think we've just now reached some stability there. I think to change it to the
onshore side would just mainly increase. . .would be for the foreign-owned interests on shore, mostly Japanese.
[ mean, they certainly own some of the biggest fish companies in the world, if not the fish company's that's the
biggest in the world and they own the 100% of the shorebased. . .some of these interests. So, I think it would be
ill advised at this time to make any reapportionment. I'd also like to say that inside the CVOA and the critical
habitat area where I've traveled much of the time to and from the sea delivering, that I see a large amount of
pollock in and around these rookeries and I have yet to see any data concerning the abundance of the fish right
off the beach around the critical habitat area. And, also I see more orca whales in pods around these cntical
habitat areas and I was just wondering has anybody ever gathered any data within 3 to 10 miles of these rookeries,
because you go inside those rockeries and it's just. . fish is mammy most of the time from my experience. So,
that's all I have to say.

Council questions:

Pereyra: Capt. Long, when you're operating throughout the CVOA, where do you see sea lions primarily? Do
you see a lot of them off a ways from these areas?

Long: No, we don't see hardly any sea lions, even when we're 10, I3 miles out from these rookeries. Offshore,
it's just. . .you might see one a year, you just don't se¢ them very often. I don't see any reason for them to leave
that rookery. I mean, inside most of those rookeries, there's just a terrific abundance of fish and I've never seen
any statistical data relating to that. You don't see any, really.

End of questions

1:33 pm Tammy Fowler Pound, Unalaska, . . .1 am a resident of Unalaska, arriving for the first time on
April Fool's day of 1983, at the urging of my future husband. There was not a lot happening in Dutch Harbor
at that time and I was only going to stay for one year. I guess the joke was on me because 5 years later I was
getting married in the local church swirounded by my friends in a town I now called home. In May of 1993 my
husband Jack was laid off from his job with a company involved in the catching and processing of pollock in the
Bering Sea. This layoff was due in part to the instability created in the pollock industry from the first inshore-
offshore allocation. Having had our first child and being unprepared for the loss of income by the only wage
earner in the family, we uprooted and we returned to familiar ground and family support in Seattle, Two and a
half years later we returned to Dutch Harbor full time for an employment opportunity with a local suppart service
and, just recently, American Seafoods. We enrolled our child in school, added another child to our family and
purchased a home. 'm not unlike many other residents in the commumity. I go to school plays, I own property,
I do dishes and wash the clothes, 1 shop for groceries in the local stores and volunteer as the vice-chair on the
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board of directors for USAFE, a non-profit organization. And once again I worry that my family will suffer from
another job loss with the possibility of the current BSAI allocation being shified in June. This has been a very
divisive issue in the community, onshore versus offshore. It has been discussed in many different forums, the
local papers, city council chambers, charnber of commerce luncheons, as well as individual conversations among
community members. One commaon theme in all of these discussions is economic stability for the community.
1 feel an allocation increase for either sector of the industry will cause a great deal of instability regarding existing
job loss and the decrease of future opportunities. A shift in favor of the shoreside will cause job loss in the
support sector of the industry due to less consumption of services by the caicher-processor fleet. Ido not feel
that this will be offset by increased landings of pollack in Unalaska-Dutch Harbor shore plants. King Cove, Sand
Point and Alartan will also be competing for the additional stock allocation. A shift in favor of the offshore sector
would also create unstable atmosphere with decreased production on shoreside which may result in job loss and
local tax revenue. Unalaska, its residents and the State of Alaska benefit from the involvement of both the
inshore and offshore sectors. The support services utilized by these sectors are highly integrated providing
employment opportunities, tax revenues, and a stable economy. Mr. Chairman, with a rollover of the allocation
everybody wins. All members of the community are important and benefit from a reasonable expectation of
economic stability. I would like to have entered into the public record letters I have brought with me from other
members in the community of Unalaska advocating a rollover based on economic stability. I have presented those
to Council staff and there is a copy for each member of the Council. And, again I thank you for your time.

Lauber: Is that the packet we have here?
Pound: Yes, sir.
Council questions:

Mace: We'll, make this decision in June, of course, but what we're trying to find out today, is this analysis
adequate and should it be sent out for public review. Are there any changes that you can suggest in it?

Pound: 1have read quite a bit of it; I can't claim to be an expert on it. There's a lot of issues in there that even
I don't understand. I don't understand a lot of them, but I do feel that because of what has happened to me
previously I feel that if there is a shift in the allocation that that is going to once again create an unstable
atmosphere in Dutch Harbor-Unalaska and there is a buge potential for job losses in the support sectors or the
shoreside,. . .or. . .it'll be unstable.

End of questions.

1:39 pm Don Giles, Terry Gardner, Bill Terhar. . . .My name is Don Giles, I'm president and CEO of
Icicle Seafoods. With me today is Terry Gardner, president of Norquest Seafoods, Bill Terhar, president of
Ocean Beauty Seafoods. We come before the Council today not part of any coalition or association but rather
as individual companies to represent a sector of the industry that is potentially being overlooked as the Council
addresses complicated issues before it. While we all have common concerns, we are all independent operators
and competitors and each of us will speak individually about our concerns. My comments today should not be
taken as an endorsement for onshore nor the offshore sector. It is not our intent to delay the analysis or slow
down the decision-making process. However, I feel it's important for you to hear real concemns from those of us
not directly involved in the Bering Sea pollock fishery, but who may fecl the ramifications of this and other future
Council decisions. T'd like to repeat, my comments today should not be taken as an endorsement for onshore nor
offshore. It is not my intention to delay the analysis or slow down the decision-making process. Icicle Seafoods
is 100% American-owned and operated with a majority of our stockholders being Alaskan fishermen and
residents. We purchase, process all species of crab, herring, halibut, sablefish and salmon throughout the State
of Alaska. Qur buying and processing operations extend as far north as Norton Sound and as far south and
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southern southeast Alaska. Qur processing locations include St. Paul, Dutch Harbor, Homer, Seward, and
Petersburg, Alaska, Bellingham and Everett, Washington, and Astoria, Oregon. We have four floating processors
that operate throughout Alaska but primarily in Western Alaska herring and salmon fisheries and the Bering Sea
crab fisheries. We do not participate in the Bering Sea pollock fishery, however we do have a surimi analog plan
in Bellingham, Washington, and we purchase surimi from both the onshore and offshore sectors. In 1997 we
purchased over 110 million pourds of product with an exvessel value in excess of $61 million. One hundred
percent of our purchases were from independent fishermen By value, 70% of our 1997 purchases came from
Alaska resident fishermen residing in 112 communities throughout Alaska. Again, by value, 95% of our
purchases in 1997 came from residents of Alaska, Washington, Oregon. At peak season we employ
approximately 2500 people in Alaska, Washington, and Oregon and our payroll for those states, Alaska,
Washington, Oregon, exceeded $17 million in 1997. The non-pollock sector of the business in Alaska is huge
and benefits tens of thousands of harvesters, seafood workers, processors, and those communities and support
businesses that are dependent on the industry throughout Alaska, Washington, and Oregor. I understand the
current initial analysis on inshore-offshore includes the examination of potential impacts of any allocation
decision on western Alaska and the Bering Sea communities, and even some communities in Washington state.
Unfortunately, it appears that the examination of the impacts of a Bering Sea allocation decision on the non-
pollock harvesting and processing sector, along with the employment, support business and affected communities
in the Gulf of Alaska have been left out. The focus of the current debate has been on the current pollock
participants. However, there is a huge sector that has been overlooked, that being the non-pollock participants
that are a vital part of the North Pacific seafood industry. As a large operator and employer in the Gulf of Alaska,
the Bering Sea, and Washington state, this is a concern to us. There are likely more Alaskan residents in the Gulf
making their living as fishermen, processing workers, plant and office management personnel and fish-related
support work in these communities than the whole pollock industry put together. Any allocation decision in the
Bering Sea that weakens this infrastructure in the Gulf or weakens the non-pollock sector in Western Alaska must
be taken into consideration. The issue is much more complicated than just the allocating between onshore and
offshore, foreign versus domestic. There are ramifications for all participants throughout the North Pacific
seafood industry. If the number of players changes significantly or control is further consolidated, there will be
ripple effects throughout the industry for both pellock and non-polleck participants. There has been concern
raised throughout this debate regarding vertical and horizontal integration, consolidation, and market control.
I share these concerns as all sectors of the North Pacific seafood industry are interrelated regardless of fishery,
species and area. Economic advantage to one sector is a disadvantage to the other. Any consclidation of existing
processing capacity means fewer jobs and fewer markets for our fishermen in the Gulf and the Bering Sea. It also
leaves a greater control of all markets by fewer players. The inshore-offshore allocation decision before you now,
coupled with other issues such as Senate Bill 122! and future management measures, all have the potential of
making big wmners and big losers. My concern is some of the potential losers may not immediately be obvious
to you and may not be directly involved in the current allocation fight. What I hope is obvious, is that we want
the record to reflect that non-pollock sector, both in the Bering Sea and Gulf of Alaska, will be impacted by
current and future Council decisions. In closing, let me reiterate, we are not asking for further analysis prior to
this decision, or for delay of this particular decision. Rather, what we are asking is that the Council put all
participants on notice that they have heard our concerns and intend to monitor the impact of this decision on
participants, both fishermen and processors in both the pollock and non-pollock fisheries off of all Alaska's coast,
including the Gulf of Alaska. In additicn, we'd like the Council to formally initiate a review of these impacts for
use in any future allocation decisions, whether that decision is a future action on inshore-offshore or due to
passage of Senate Bill 1221, or action in some other form of comprehensive rationalization, like IFQs. The
world's fish markets are increasingly complex and large processors continue to vertically integrate in their bid
to control market share. Given the importance of independent fishermen and processors, both in the pollock and
non-pollock fisheries to the health of the small coastal communities in Alaska, Washington, and Oregon, we think
it's appropriate for the Council to initiate such review in preparation for future decisions. Thank you for hearing
my concerns. At this point, Bifl Terhar bas some words.
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Bill Terhar: .. .Much of what Don has gone over is a joint statement between the three compamies that are here
represented, but I will tell you a little bit about Ocean Beauty. I'm Bill Terhar and I'm president of Ocean Beauty.
Ocean Beauty has seafood processing facilities in Alaska in Kodiak, Cordova, Naknek and Petersburg. In
Oregon, we're in Astoria, Newport, and Coos Bay. In the state of Washinpton, we're in Seattle and in Southwest
Washington, we're in Chinook and Bellingham, and we also have two smoked salmon factories in California and
Ocean Beauty has some retail outlet stores and distribution outlets in seven westem states. At peak we employ
about 2700 employees in Alaska, Washington and Oregon. Our facilities process salmon, a salmon-based
company, Oregon coast hake in H&G and fillet form, crab, Pacific cod, halibut, sablefish, and Central Guif
pollock in fillet form. Again, I think it's important for us today to convey to you that we're not here to endorse
one side or the other, offshore, inshore, anyone else. Nor are we here to delay the decision process that you're
going through. Everybody in this room has gone through months, years, whatever it may be, of decision-making
process and heard enough testimony. What we're asking for is that once you have made your decision, that there
is a monitoring effect or a method that can be put in that allows some study and some monitoring for the effect
thereof of those decisions. Again, I'm not here and wouldn't have enough background in what you all have been
going through to even look at your document and your summary to know enough to endorse it, to tell you need
to do more to it, you need more study, you need more of anything. I'm simply asking for, once you have made
your decision, a method by which to go forward with to study the effects.

Terry Gardner: .. .I'm the president of Norquest Seafoods, and we have a combination of shoreplants in Alaska
and floating processors. We have shoreplants in Ketchikan, Petersburg, Cordova, and recently in Chignik. Our
floating processors work from Southeast all the way up to Norton Sound in both berring, salmon and crab
business. Compatry-wide, we process salmon, herring, ¢rab, halibut, blackeod and many other [Change to Tape
20] more minor species. We're also not involved in the cod and pollock fisheries in the Bering Sea. We employ
about a thousand people at the peak and a lot of our facilities run year-round, both on the floating side and on the
shorebased side. Primarily and almost exclusively we buy fish from independent fishermen, some 500 more or
less full-time fishermen and a lot of other fishermen are delivering to us a partial portion of their catch. I think
that if the only thing that we were seeing coming down the track was a debate between a few percentage points
of reallocation of pollock in the Bering Sea between one sector and another there really wouldn't be much need
to testify here today about impacts in the long term to other sectors of the industry, but as we look out there we
see this debate over the onshore-offshore allocation, debate in Congress over the Steveas bill that may have other
types of allocation impacts, discussion about various IQ proposals coming down the road, and if we look at the
long term we wonder what is the design. Does somebody have a plan? Is there something coming down the
track; what is this going to look like; how many players will be left. Amyway, I guess in conclusion, I'd like for
you to look at the cummlative impact in many areas for our sector of the industry too and where this all ends up,
with all the decisions coming down, not just the one today.

Council questions:

Kyle: For Terry, | didn't understand what you were starting to say about the cumulative impacts. It sounded Like
vou were talking about if there was a large shift instead of a small shift. Would you explain that?

Gardner: Specifically, just to give an example, cur company's looked at entry to bottomfish opportunities in both
the onshere and offshore side and so as somebody making an investment and you're going to have to talk to your
sharcholders and the bank, you look out there, well what's coming down the track. If we have an operation will
we have resource, and so we're looking at all of these things because you're making a long-term investment and
you can see that all of these would afffect, a reallocation in essence, and change the competitiveness as to who's
in, who's out, through any one of these measures. And then you'd ask yourself, well maybe we've made an
investment and there's no fish; we don't have access through the cumulative effect of all these. Any one in
isolation may not have a significant impact.
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O'Leary: Don, [ understand that you fellows are on the periphery of this and you don't want to take sides, but you
were discussing market implications and just for myself, could you expand upon your comments? I mean, what
kind of market implications are you talking about, . . .[unintelligible]. . .talking vertical integration and how that.
. .expand upon how that affects you or how you perceive that may affect you down the road if there's substantial
shifis either way.

Giles: Well, in our sector of the business, what distributes the most economic benefit to the most communities
is buying from independent fishermen and I think there's a concern about vertical integration of controlling the
fishing fleets, controlling the resource from the fishing grounds to the processing ground, to marketing the
procuct and I think there has been concerns raised in this debate, [ think you've heard them all, and we share some
of those concems.

Behnken: [ guess, to Don. We have a recommendation from the AP to include within this analysis some of the
kind of considerations I think you're raising about impacts to non-pollock fishermen. But from what I'm hearing
from you, maybe that doesn't go far enough. Not that you're saying hold back this analysis, but do you feel like
we need to start gathering other data, sort of separate from the inshore-offshore so we have a baseline to look at
down the road, or do you think what the AP has recommended encompasses your concerns.

Giles: 1 haven't seen exactly what the AP recommended, but I would think once we get past whatever decision
the Council's going to make, we think there ought to be a thorough examination and analysis going forward that's
fairly comprehensive not only in the Bering Sea but throughout the rest of the state of Alaska. One thing that has
concerned us is through this whole fight, if you will, between the onshore and offshore, both sectors have been
spinning their message throughout the rest of the state of Alaska on what our business, the non-pollock business
looks like, whether somebody gets more fish or somebody gets less fish or somebody gets fish taken way, they
haven't done a very good job of defining the non-pollock industry and non-pollock fisheries throughout the state
have been drug into this fight. I'd like to read you something that just came out in one of the Southeast Alaska
Gillnet Association, their newsletter updating their members, Southeast gillnetters, on issues in front of the
Legislature. They talk about HCR 33, Resolution Allocating Salmon. "This resolution will put subsistence and
sports uses, resident and non-resident above commercial uses. The bill was scheduled for hearing on 4/15/98 and
was canceled. It has been suggested that this bill was introduced in reaction to the inshore-offshore pollock
allocation bill." So, what appears to be a battle between inshore and offshore is infecting the rest of the state night
now and [ think there's several hundred gillnetters in Southeast that would say that it's affecting them today, and
fishermen all over the state.

Benton: Ifind that last thing a Iittle bit interesting. 1 worder which side put that bill up, but that isn't my question
night now and don't expect an answer to that. Don, we, and I think this is a question of Den, but whoever feels
like they want to answer it, that'd be fing. At the last Council mecting we received a recommendation from the
SSC that basically suggested the Council should adopt a plan amendment to require the collection of price and
cost data because in past years and including this year we have suffered from the lack of such data so we could
do a full-blown cost-benefit analysis on certain kinds of actions in front of the Council. And so we're
entertaining, and we'll later in this meeting look at the issue of such a plan amendment to get that kind of data
looking towards the future, If what I'm hearing you fellows say is correct, what you're saying is something that's
complementary to that which is, we would like for you to develop a data gathering system and have it in place
that starts to collect basic information about the structure and rature of the seafood industry as a whole in Alaska
and maybe the Pacific Northwest so that when the Council makes decisions which can be rather far-ranging, you
would like for that information to be available to the Council. If I've got this correct, do you have specific
recommendations on that, or conld you provide specific recommendations to us by the time we get to that agenda
item here at the Council, here at this Council meeting,

Giles: At this meeting?
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Benton: Yes. First off, do I understand what you're saying correctly? And then secondly, if so, if you have
specific recommendations could you provide them to us.

Giles: I guess what I'm saying, and Terry and Bill could add, would be, beyond this decision we think there needs
to be a total look at the non-pollock sector throughout Alaska and what ramifications of decisions in the pollock
fishery have on the cther industries, fishermen, processors, etc. We can certainly provide some input that we
would have on how to go about doing that, but I don't know that we could provide what you need for this meeting.

Pereyra: Temy, regarding some of your testimony, I guess what I heard you say, and correct me if I'm wrong, is
that you're concerned about the possible impact that a decision that we make may have on your sector of the
industry, that we should take it into consideration?

Gardner: That's correct. For example, 1 know you have some documents considering what the impact of
consolidation in the industry might be, but we are also becoming concemed about what would be the effect in our
sector of the industry of some substantial consolidation by the accurnulation of all these decisions that may come
over a several-year period in different forums, what would be the impact on us. Will people in the Bering Sea
pollock game have some competitive advantage that other people in the total fishery sector don't have.

Austin: If I can get your concerns straight in my own mind, what I think I hear you saying is that you are in
business competition with some of the entities that are in our pollock analysis and if we make those entities more
healthy in the pollock aspects of their business, that has 2 trickle-down or crossover effect on your ability to
compete with those same companies, in say the salmon market.

7. That's correct.

2:00 pm Olga Kroppall, Anesia Apakodak, Joshua Andrews, Robert Hanson. Kroppall: . . .Iwork as
a recruiter for Arctic Storm. My office is in Dillingham. I recruit in the Southwestern Alaska villages, Bristol
Bay area, and hire people to work aboard our factory trawler. 1 also do the job fair that is held here in Anchorage
in December, and last year in response to the poor salmon season we had in Bristol Bay, our parmers BBEDC
held a job fair in Dillingham and as a result of that we identified perspective employees and hired many
employees out of the Bristol Bay area. I'd like you to know that about 20% of the crew on our boats are Alaskans.
In 1997, $1.9 million in wages were paid to Alaskans and nearly $1 million of that was paid to the residents of
Bristol Bay. In the first quarter of 1998, 46 people employed, myself included, made nearly $358,000. In my
area, the villages in Southwest Alaska, there are not a whole lot of jobs. There are teacher's aides, health aides,
and maybe VPSOs (7) and various projects that come to town and so there's some part-time work at titnes and
so these jobs are very important to the people in our area. With me are Anesia Apokodak, Joshua Andrews, and
Robert Hanson, from different villages in Southwest Alaska and they work aboard our factory trawlers. This is
Joshua Andrews. '

Andrews: .. .from Togiak. Iwork on the Arctic Storm, for about 2%; years, processor. Also I am a Bristol Bay
commercial fisherman. I started working for Arctic Storm because I found declining prices with salmon. It has
helped me keep up with school bills and getting an outboard, snow machine, gas, grocery, and stove oil. If the
allocation 1s reduced I have a chance of losing my job or it might not be worth going out for. Besides gomg cut
trawling and salmon fishing I do subsistence back home and after [ work [ always have some money left over to
keep some things so I can do my subsistence hunting, Thanks for your time.

Apakadok: . . .I'm from Chevak and I work on the Arctic Storm as a galley worker. 1 was recruited at Dillingham
during a job fair BBEDC had sponsored. I started in October of '97 and my last trip ended in February '98.
During that time I made over 311,000 which helped me support nty family and pay bills with and if you take away
any percentage of the allocation for offshore fisheries I and a lot of other people would have less fishing time and
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with less fishing our paychecks would be smaller and it would affect our jobs, a job that I would take the time
away from my family to go and work to make the money that I made on the four trips, but I wouldn't leave my
family for four months and maybe make only $5,000 of what [ would eam by working onshore. So, if the
allocation stays at 65/35, that would be great and since I won't be in Duich Harbor in June for the final decision,
I hope my testimomy will help make a difference.

Hanson: . . .I've been working for Arctic Storm for two years. Without this job I'd be unable to live in a rural
Alaska and it's been able to not only support myself but my relatives who rely on salmon and herring as an
income. So, without this job I would have to leave and not be able to help them. This summer while they're
relying on fishing I can subsist and help out the family. Thank you, that's all.

No Council questions.

2:06 pm Larry Cotter, APICDA. I'm here testifying on behalf of APICDA. It's been a year since I've
attended a Council meeting and I wish I wasn't here today, but be that as it may, I'm going to testify on the
McDowell report. APICDA has two CDQ pollock harvesting partners, Trident Seafoods and the Starbound
partnership. Starbound is a factory rawler. APICDA’s position on inshore-offshore is neutral; that means we
don't support status quo, we don't support any changes in allocation, we don't have a position. We're nentral and
[ think that's a reflection of our relationship with cur partners. I think our perspective of the McDowell report
is different from some of the other CDQ groups. We don't believe that royalties are going to be affected at all
by any of the allocation changes that you are contemplating, We think that royalties are a fimction of supply and
demand and we don't see that changing. There are of course always ability to pay considerations that enter into
the supply and demand matrix, but we don't think that the ability to pay considerations are going to be affected
significantly enough through any reallocation that it would adversely affect royalties. In 1997 Trident Seafoods
processed 47% of APICDA's pollock CDQ. That catch was taken by harvesting vessels and delivered into
Trident. Starbound took the other 53%. Royalties APICDA received in 1997 were approximately $225 per ton,
averaged out dunng the course of the year. Those royalties to the best of my knowledge and based on calculations
that I've done after looking at different reports that DCRA and others have produced would indicate that our
royalty is about the mid-range, maybe a little higher. We're probably number three. So there's no doubt that
shoreside processing companies either on their own or in partnership with factory trawlers have the ability to pay
the going rate for CDQ allocations. I do not agree with comments that suggest that if there’s a reallocation of
pollock that the rayalty for roe is going to decline; I don't agree with the premise that if there's a reallocation that
factory trawlers are suddenly going to be unable to afford to compete and buy CDQ pollock. I think that the CDQ
groups are intelligent enough in the event that did occur, they're intelligent enough not to wait until the inshore
fishery is completed after the peak of the roe season; I think that they'll lease their CDQ pollock to factory
trawlers who can catch it at the peak of the roe season. So I don't see any changes happening there. Last year
APICDA purchased 25% of the Prowler and 25% of the Ocean Prowler. Actually APICDA's wholly-owned
profit-making subsidiary, APICDA Joint Ventures, did that, ATV, 1 then put on my APICDA hat and sat down
and negotiated with the owners of the Prowler and the Ocean Prowler, which again included 25% ownership by
AJV. We negotiated a royalty agreement whereby the Prowler and the Ocean Prowler would harvest our Pacific
cod. It was impossible for me not to be cognizant of the interrelationship between the profit-making side of our
Prowler-Ocean Prowler investment and the royaity side of our APICDA needs. It was impossible for me not to
recognize that at different times the value of the product that is produced is going to be higher or lower based
upon market considerations, that there is only so much of the pi¢ available to provide for the needs of the crew
and the company and the royalty and that at different times we, in APICDA, may have to adjust our royalty in
order to assist on the profit-making side and at other times the profit-making side may have enough latitude to
allow us to increase the royalty. That's a function of business. It's a function of our investment in the Prowler
and the Ocean Prowler and we knew that going in. And I think some of the other CDQ groups are finding
thernselves in the same position. We do, Mr. Chainman, also own 25% of the Golden Dawn which is a 148 foot
trawler operating out of Akutan. That vessel fishes our CDQ. It pays a royalty to APICDA when it's fishing our
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CDQ. When it fishes CDQ the fishermen on board that vessel get paid a little bit less than they would if they
were fishing open access because they participate in paying for the royalty. The same is true on the Starbound,
for the crew of the Starbound. When they're fishing CD(Q their earnings are reduced a bit because they're sharing
in paying for the cost of the royalty. I want to comment that APICDA, our folks don't spend a lot of tirne working
on factory trawlers. We understand how important that is for the other CDQ groups and don't want to say
anything at all to diminish that importance. It is very important. Qur folks have a tendency to want to work in
their communities. We're geographically fortunate enough that we've been able to develop infrastructure and
businesses in our communities so that people have the luxury to stay at home, This year we expect that we may
have about 125 folks working directly for APICDA subsidiaries in our communitics. Next year we expect that
to be higher, but all the infrastructure and all of the business investments that is producing those 125 jobs came
from pollock royalties. So when you look at employment in the pollock industry and the impacts of inshore-
offshore, you need to recognize that pollock royalties generate activity not only on factory trawlers and not only
in shore plants working on pollock but also in other industries. I have one more comment, Mr. Chairman, which
is a little off the subject, and that is Jolm Roos made some comruents to the AP regarding sea lions and the marine
mammal research consortium, [ was distressed to hear that contributions from the public to that consortiom have
declined from well over $200,000 a year several years ago to just $100,000 this year. APICDA has contributed
$5,000 a year to that consortium for the last four years. I think that it's incumbent upon every organization and
every company that's involved in the pollock industry to at lsast match the $5,000 contribution from APICDA.
We have to do the research; this is 2 major problem and it needs to be addressed. Thank you.

Council questions;

Pereyra: ... You made a statement there that if one of the allocative decisions we made negatively impacted the
factory trawlers that they would come to the table and buy CDQ during the peak of the ‘A’ season. Why would
they want to do that? What's the economic incentive for purchasing CDQ pollock at the peak of the roe season
when in fact they can fish it for nothing out of the remaining offshore quota.

Cotter: 'Well, if that were the case, [ wouldn't buy it either. I'm assuming that the comment made earlier today,
in the hypothetical is that with an allocation to the inshore, an increased allocation inshore, then that is going to
reduce the offshore season and it's going to lengthen the inshore season, lengthen the inshore season past the peak
of the ro¢ scason, with the comment made that then means that the CDQ groups are going to make a lot less
money because they 1l be fishing on spawned out pollock. And the reasoning was suggested that that is going to
happen because the factory trawl fleet will not be able to afford to participate in a CDQ roe fishery and I think
that's a bogus statement. 1 think that once they're completed with their open access factory trawl season, yeah,
they'd be interested in going in and fishing CDQ pollock roe, particularly if it's at the peak of the season. They

are now.
Pereyra: Of your two CDQ partners, which one harvested the bulk of your CDQ during the 'A’ season this year?

Cotter: I'm glad you asked. This year the Starbound, and I didn't mean to avoid saying that, because I did say
it in the AP. The Starbound took 100% of our 'A' season pollock this year. That's the very first time that has
happened, and the reason it happened this year is because of the very poor market for pollock roe, the length of
time that the 'A' season was expected to last. . .[Change to Tape 21 - comments lost in changeover]. . .you
would have the flexibility to be able to take advantage of opportunities and changes in markets.

End of questions.
2:17 pm Pani Peyton, BBEDC. .. .I'm here representing the Bristol Bay economic development

corporation and I'm going to limit my comments to the McDowell report. We put a tremendous amount of work
into this. I realize that the degree of time and energy invested in answering the questions varied quite a bit
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between groups. We put a lot of work into it as did our partner and we're rather frustrated that very little of that
work made to the surface of the repost, I think Scott Miller said it the best before the SSC, that they did not have
the experience to discern the effects on partners of profitability and therefore the effect of those profits on
royalties and therefore the program and they spent a lot of time thrashing around trying to figure out how all this
was going to fit together. There are also clearly differences between groups and their experience in how their
relationships work and I think that they're are correct in stating that there is quite a bit of variability there. But,
at the same time, many times it felt like they were substituting their judgement for our own and we would have
much preferred to have seen owr opinions make it all the way through so the reader could judge for themself. For
that reason, we support the AP recommendations, that those, at least the author's conclusions, be clearly spelled
out, why they came to them and how they came to them, what their justification is. However, we're probably most
frustrated with the treatment of employment. A tremendous amount of effort was invested in trying to determine
what the actual employment mmnbers were and they basically corroborated the findings of the 1997 DCRA report,
which is that within the CDQ community that the pollock employment is. . [unintelligible. . .only offshore and
that's true of every single CDQ group. It doesn't matter which one you look at. And the simple reason is that the
pay is better. You don't have to be arocket scientist to figure this out. The bottom line is that there is probably
going to be a significant impact if there is a change in season length, either positively or negatively. And yet there
is absolutely nothing in the report that even begins to address that. We find that this sadly deficient and again
concur with the AP recommendation that they should be instructed to go back and try again. Our sort of back
of the envelope version of it is that if you cut season length you're going to pay; if you lengthen season length,
you're going to increase pay and to imply as they did that CDQ folks somehow are going to be able to dodge that
bullet better than other exnployees in the offshore sector is a bit presumptuous. 'We don't know how our folks are
going to be able to do that. I think everybody's pretty much in the same basket there. And I guess one other
statemment I would make, just to clarify some things. It didn't seem like there was much emphasis in that report
in terms of differentiating between folks on the icebound coast from Bristol Bay north to folks in the Aleutians
and Pribilofs. These areas have different approaches to things and the folks on the icebound coast are much more
dependent on offshore employment because they do not have the local opportunities that folks with deep water
ports and access to resources more year ‘round do, and that's pretty clear. Anybody that works with a CDQ
program and tracks it over the years can clearly see the difference, And all the people that invested in offshore
tend to be up north. We have a different relationship with our partner. 1 think one of the other things they did
point out is that partner relationships are really critical. We spent a long time picking a parmer that we felt would
be a good fit. To imply that a large scale shift in allocation would somehow not impact royaltics skips over the
fact that you have to lose yowr partner and gain another one in the interim and there are going to be significant
employment impacts to that. There's going to be significant opportunity costs in trying to find a new partner.
having gone through it, we essentzally lost a year at the tail-ead of our last relationship and ook a year to get up
to speed with this one, and there's a huge opportunity cost associated with that that shouldn't be taken hightly,
And they did note that, but it never really did make it into the finding about what would happen if there was a
large scale allocation shift. The focus seemed (o be entirely on royalty value. That's all I have. '

Council questions:

Pennoyer: Paul, you made a point of saying you supported the AP recommendation regarding the McDowell
report. The SSC had recommendations, too, and I've been trying to figure out what the difference is between
them. Have you read the SSC recommendation, and . . .

Peyton: Ihaven't seen it; I heard a part of it. Could you read it to me?

Pennoyer: O.K., The SSC requests that prior to release of this decument for public review the authors prepare

an appendix that reduces the survey responses into bullets that reflect the diversity of opinions offered by
respondents subject to maintaining confidentialitics.' So, I don't know if what they're requesting is sort of just
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a listing whereas the AP request is for more analysis. Could you characterize what you think the AP was
requesting?

Peyton: Well, the SSC didn't specifically address the employment question, the AP did. Another piece of the AP
motion is that employment in the CDQ commumity is a critical piece in analyzing this allocation decision and the
McDowell report simply says nothing about it.

Pennoyer; | guess that's what I don't understand, because the AP wanted bullets that reflected the diversity of
opinions offered by respondents, not just what's was in the report. 1 guess that would cover employment if it was
offered but not in the report.

Peyton: Well, part of the problem is we didn't have access to all the other data from the other groups. The only
people that did were the authors. We could say what we think's going to happen to us, but there was quite a bit
of effort expended to try to gather that data and yet there is noanalys:soflt. So, I think that's one reason the AP
went a little further.

End of questions.

2:24 pm Sue Aspelund, Naknek. . . .Iappreciate this opportunity to address you today. My name is Sue
Aspelund, I'm a 20-year resident of Naknek, which is a CDQ community in Bristol Bay and have been a
commercial salmon fisherman for 19 years. I'm here today representing myself and my two children and [ would
also like to call your attention to Resolution 97-23 passed by the Bristol Bay Borough Assembly on
September 22, 1997. 1 come before you today to request that you maintain the status quo for the inshore-offshore
pollock allocation. Bristol Bay residents have historically relied almost solely on the saimon industry to supply
an economic base for our local government, schools and the business of the region. As you are well aware, in
Bristol Bay we can no longer rely exclusively on the salmon industry to provide for our livelihood and to support
our needs. The condition of the salmon industry today is one reason why I support maintenance of the status quo
in the inshore-offshore allocation. ['ve viewed diversification of our saimon markets as absolutely critical if we're
to turn our industry around. Decreasing our dependency upon Japanese markets must occur if we're to derive
greater income from our salmon resource. Some of the offshore factory trawl fleet is already assisting us in that
effort. They are developing alternative domestic markets and value-added products for salmon and are actively
working in partnerships with fishermen to do so. In this year of salmon run failures coupled with depressed
market conditions these efforts are especially important to us. As a resident of a CDQ community I'm aware of
the benefits that the offshore fleet provides to our region. The decisions you make on this aliocation affect the
profitability of the factory trawler which our CDQ group has invested in. And anything that affects this
profitability obviously affects the benefits of the CDQ program that we enjoy. Due to the depression in the
salmon and herring markets now our residents must often seek additional employment in order to support families
once taken care by the earnings from our fisheries. Employment of our CDQ residents on factory trawlers has
provided some of those jobs and resulted in an economic gain to our region of over $2 million. In our community,
the internship program supported by our CDQ group has provided the opportunity for our young adults to gain
exposure and experience in a work field both inside and outstde our community that has previously been
wnavailable. Since 1992 our CDQ program has awarded 171 academic scholarships in the amount of $258,000.
From 1993 to '97, more than 900 residents have been served by the adult basic education GED program which
owr CDQ program assists in funding through the University of Alaska. And, 74 of these participants have been
awarded GEDs through their participation in the program and are now eligible for advanced training. During the
same period hundreds of regional residents have benefited from a variety of CDQ-funded vocational training
programs. As the community education coordinator for our school district I've personally been involved in
partnerships with our CDQ group to provide course work in marine survival drill instruction for many fishermen
in the Bay. Other programs that have been offered as a result of our CDQ program in cur villages and available
regionaily are welding, fiberglass repair, small engine maintenance and repair, computer applications for small
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business, and more. This instruction assists us in our commercial operations and in our subsistence pursuits.
Since 1994 our CDQ program has provided an. especially valuable service to our region, the Bristol Bay perrmt
brokerage. This has assisted hundreds of resident commercial fishermen to retain and/or access limited entry
permits and has provided much needed tax counseling and intervention services. And, this has been really
valuable to us in our region in light of the recent downturn in the salmon industry upon which we're so reliant.
Obviously, any adjustments to the inshore-offshore allocation will affect our communities since the programs
provided for by our relationships to the offshore fleet are directly related to their profitability. The offshore fleet
has provided our residents with stable employment at equitable wages in drug-free work environments close to
our home communities as well as the infrastructure to develop our fisheries further. The offshore fleet has been
a sound economic partnier in our region. And in closing I would like to call your attention to Resolution 97-23
from the Bristol Bay Borough Assembly in support of CDQs and an extension of the current Bering Sea/Aleutian
Islands and Guif of Alaska inshore-offshore allocation. This resolution passed our borough assembly
unanimously on behalf of the residents of our borough. Thank you very much.

No questions.
[break]

2:49 pm Joe Plesha, Trident. .. .For the record, my name is Joe Plesha and Jacob Stepetin is with me
from Akutan who didn't get a chance to sign up initially and with the Council's approval, I'd ask that he be
allowed to testify with me. And, I'll be very brief. The issue before the Council right now is whether to send this
document out for public review. As the Council is aware, inshore-offshore sumnsets after this calendar year, so
assuming that . .if we're going to have any sort of allocation in place for 1999, there has to be a final decision
on the allocation at the June meeting and therefore I urge that the Council vote to send this document out for
public review with a full range of alternatives and the suggestions that have been made by the AP and the SSC
with regard to improvements of the document. The only short comment I would make is I think there should be
included within the analysis the issue of excessive shares. And, again, I might be beating a dead horse as has
already been beaten, but my feeling is that if National Standard 4, Section C applies only to limited access
systems, certainly, we have a limited access system in place with regard to the offshore sector because of the
vessel moratorium followed by the license limitation program and that therefore, even under the NOAA General
Counsel's legal interpretation of the limitations of that section, it would apply in this case because of the special
circumstances of the moratorium and the license program. With that, I'd like to turn it over to Jacob.

Stepetin: . . .I'm the mayor of the city council of Akutan. Alutan incorporated as a second-class city in 1979
becanse of the king crab boom and due to the increase of floater processors in our harbor. At that time we levied
araw fish tax which became the basis of our econotnic stability. Revenue from these fisheries was stable until
the crash of king crab season. With the crash came uncertainty to the survival of cur community. The thirteen
floaters that were in our harbor did not return, only leaving us with one shorebased processor. Qur community
still depends on the fisheries resource for its economic stability. According to the Magnuson-Stevens Act of
1976, National Standard 8, quote, 'Take into account the importance of the fisheries resources to fishing
communities in order to provide for a sustained participation of such communities and minimize adverse
economic impacts on such communities.” Without the presence of a shorebased processor Akutan would be an
economic wasteland. Local jobs and services would decline because of loss of the tax base, fishing jobs would
disappear because most of that work is on vessels that deliver at the shorebased plant. Because Akutan does not
bave a boat harbor we fish from small skiffs. Without a local plant to take our deliveries, the fisheries would
disappear. Almost everyone in the community would be unemployed and have to laok to the State and Federal
governments for assistance. Akutan is not the only community that depends on the fisheries resource; there are
many more, 1'd like to reiterate the fact that without the increase of pollock allocation: in the shorebased sector
our communities will suffer. In closing, I hope the Council will consider an increase in the BSAI pollock
allocation for the shorebased processors. Thank you.
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No questions.

2:33pm Doug Forsyth, Premier Pacific Seafoods. . . .I'm speaking today on behalf of the three true
motherships. First thing I wanted to address here was the sector definitions, the issue of limited access that came
up last week when the document went out. The motherships never sought to exclude anyone from that sector who
had been a pure processor in the past. Floaters, salmon processors, new builds, were all 0.K. 'What we have
sought to exclude was the moratorium protected factory trawlers from rofling into the sector if they deemed it
more advantageous to do so. There's two reasons for that. One, we can be one of them. They're 2 moratorium
protected class, we're not. Several years ago when the decision was made whether one wanted to be a factory
trawler or not, that was amade decision. The Ocean Phoenix could have qualified, so could the Golden Alaska,
yet we chose to remain as true motherships. Factory trawlers could have made that same choice at that point in
time. Second reason, and perhaps more compelling, is the fleet strategy type of fishing that could be employed.
Let's say you had a flet of vessels and there was two categories selected at the start of the season, you decided
to flood one particular sector, you'd nominate four or five vessels to roll into the mothership sector, bankrupt the
current occupants of that sector, then in the folowing season pull some vessels out and redistribute them cut
throughout the fishery. Don't think this won't happen. American Seafoods this past ‘A’ season employed that
very same strategy with regards to the Aleutians quota. They sent the Northern Hawk out to the Aleutians on
January 26 when the offshore season opened, took all of that quota, supported the operation off the backs of the
rest of the fleet operating in the Bering Sea. So, fleet fishing strategies have been employed in the past and if free
exchange between sectors on a short timeframe was allowed, I guarantee it would occur in the future. There's
some other reasons for establishing true motherships as a sector. One of those is, as we move towards this
nirvana of CRP, the issue of data collection I think needs to be addressed. I think the document that's been put
together is as good as could be given the confusion of the data base. Sometimes motherships are broken out
accurately, sometimes not accurately, and vessels are miscategorized, especially if you go back in time, If you
did have the three sectors clearly identified I think it would make data coliection ongoing into the future simpler
and easier to understand. Probably more compelling, though, is National Standard number 10 which I had
mentioned at the September Council meeting. National Standard number 10 speaks to the issue of safety. It
specifically states, quote, 'An FMP should try to avoid creating situations that resuit in vessels going out farther,
fishing longer, or fishing in weather worse than they gencrally would have in the absence of management
measures.’, end of quote. The mothership flect of 19 catcher vessels are all under 125 feet, yet they are competing
against the largest vessels in the industry, same weather, same fishing conditions, same grounds, same race for
fish. I think there are safer ways to organize the fishery than putting these smallest vessels into competition with
the largest vessels. Last point on the sector definition is, remember although we're talking about three
motherships currently in this sector there have been other vessels in the past that have participated as motherships
and, more importantly, we're talking about 19 catcher vessels. Those are the people who you're talking about.
They deliver to motherships. The motherships don't catch any fish; it's the catcher vessels that catch the fish and
deliver them to a particular processing platform. Second major topic I'd Jike to touch on is the issue of allocation
and the question of what is status quo. Ithink as you look back in that docurnent when you look at the vears '91,
'94, 1 think you have to discount them as you look towards the offshore sector. Emerald Seafoods had three very
large vessels, the Saga Sea, Heather Sea, Claymore Sea, When they departed the offshore sector it dramatically
changed the make-up of that sector. Everyone's share increased. If you look in 1996 the motherships were 104,
. ..these are all figures out of the document. . .10'%, '97 was 11.45%, and this last 'A’ season was 11.7. The
average of those three is 11.2, my point being is that the offshere sector has chanpged fairly dramatically in the
capacity in that sector and realistically you have to look at the last two or three years to get a clear picture. It's
one of the cases where I think going all the way back to the beginning distorts the picture. Moving on to some
sensitivity analysis, the document tends to state that 10% is the status quo for motherships. On the 1996 actual
column, those are numbers cut of the document as well, you see that the quota that the three processors took was
121,000 tons yet what is stated as status quo is 102,000. Well, that's 90% of the actual for ‘96, so I would argue
that status quo is not 10% but is more reflective of an 11% number. . .[Lauber: you'll have to wind it up, Doug].
. In the letter I sent out there's a number of data points regarding utilization, ownership, employment, catcher boat
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CDQ and taxes, ] urge you take the time to read those and if there's any particular questions, I'd be happy to
address them.

Council questions:

Pereyra: Doug, with regard to taxes, I know the Ocean Phoenix goes to Japan with product and I was wondering,
when the Ocean Phoenix offloads at sea, if you do a mini-offioad at sea, does that product go through Dutch
Harbor or does it go to Japan?

Forsyth: All those shipments transit through Alaskan state waters.
Pereyra: So, you pay taxes on those?
Forsyth: That's correct.

Pereyra; Then, you paid a fee [ believe this year of some sort, you made a contribution I believe of $125,000,
to offset the taxes. Does that represent your full tax aveidance for the year or is that just partial?

Forsyth: That's equal io the 'A' season operation.
Kyle: Doug, I assume that you would like to see the document go out.

Forsyth: I've been anticipating this question and I have to admit I'm not a fishcrat, and so when you say, send
the document out, I'm not quite sure what that means.

Kyle: Well, I'll get right to the point. A lot . .what I've seen, like in your draft, your overhead, you want to
emphasize the point that your historical average should really just be the last three years or whatever, and what's
in the document of course is anything from five to fificen, and shoreside 25 10 45, and offshore, 65 to 55 or 75,
and, I just wanted to make sure that if we send this cut the way it is, there's a whole variety of ways it could come
out in the end, come out status quo, you could be left with onshore, you could be left with offshore, or you could
have your own allocation. . .I just wanted. . .you support it going out like that knowing that there's this range of
things that we'll be looking at in June if we send it out in its current state.

Forsyth: Yes, I would.
Kyle: Imean, there's. . .who kmows what we'll wind up doing, but, . .

Austin: I asked this question previously of Mr. Salsbury. If the Council was to decide to allocate into a third
sector, the motherships, you made reference to 19 caicher boats. What would stop 112 catcher boats, or 90
catcher boats from being part of that? I don't understand how what we've got in front of us is going to limit,
unless you intend to limit, the numbers of catcher boats that would deliver to the mothership.

Forsyth: Well, I don't think there's a limit other than the economic realities of what it costs to run a vessel versus
the opportunity. If you look at any fish-buying operation, whether it's a shoreplant, a floater, or a mothership,
the fleet size is a balance between factory capacity, catching capacity, and the economics of both sides of that
equation needed to balance out and make it work. From the processor side, we might love to have 150 catcher
boats delivering, but none of those catcher boats would be able to survive, so over time you kind of optimize to
a particular level. On the Ocean Phoenix, our fleet has ranged between seven, eight, and I think at one time we
might have had nine vessels. Last couple of years we've used ¢ight, and it appears to be pretty balanced given
the CPUEs and what not.
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Austin; Who owns the catcher vessels that deliver to you?

Forsyth: They're all independently owned. In fact, in the mothership sector, 89% of those catcher boats are U.S.
-owned, where the flect average as a whole is 81%.

(O'Shea: Mr. Forsythe, you mentioned National Standard 10. In your opinion, does the document in its present
condition adequately address the safety issues involved in this decision?

Forsyth: Ihaven't read every single page in the document. I can't recall in reading it, though, where I've read that
issue being brought up in it, but [ could be mstaken there.

(O'Shea: It is in the document, so I guess 1. . .
Forsyth: Then I would say I'm remiss and I couldn't comment if it addresses it adequately or not.

Samueisen: Doug, in your letter to us, under taxes, your first sentence fhere, in '97, the three true motherships
paid a total of $1.3 million in state taxes. However, you allude to other fisheries and I take it that's salmon and
other fisheries that the three motherships are in?

Forsyth: Yes, in 97, if we just took the fisheries landing tax, I believe is the operable one here, the three
motherships would have paid in total about $600,000 in taxes, yet the total amount of state taxes paid was over
$1.2 million, so we're adding value, if you will, to the tax base by operating in other fisheries in state waters
[Change to Tape 22 - rest lost in tape changeover]

3.07 pm Jan Jacobs, American Seafoods. . . .Director of Government Affairs for American Seafoods
Company. Others have spoken today to specific issues of the inshore-offshore analysis, so I'd like to focus on
the contributions that we've made to the pollock fishery, to coastal communities dependent on the fishery, and
to the State of Alaska as a whole, It seems there's been a lot of mudslinging about our company lately and I'd just
like to provide another side of the story that you may or may not have heard. Last couple of years our company's
grown quite a bit, but keep in mind that as we've grown, it wasn't that long ago that we were a fairly small
company, we've grown mostly from the end of '96 til early '97. But, like { said, as we have grown so have our
contributions. Some benefits to the fishery, as you know over 90% of our pollock operations are conducted in
the midwater trawling mode, that has resulted in one of the cleanest fisheries in the world, 2% bycatch. Discards
of pollock and cod are now zero. We aggressively promoted that regulation along with the rest of the offshore
fleet. Qur company spends about $400,000 a year for observer coverage on our vessels. That's 100% in all cases
and 200% a good part of the season as well. Of our production in the Bering Sea, about 30% of that goes into
products for the domestic market in the U.S_, pollock fillets. The highest value product there is deep-skin fillets.
Those products, value is added again in the United States to those products and they're consumed in the United
States. We currently have a vessel participating in the State inshore cod fishery off Chignik. It's underway as
we speak; before this fishery is completed we will have purchased about 3 million pounds of cod, wotth about
$600,000. We're working with 10 to 15 local Chignik pot and jig fishermen that really have very few alternatives
and I've heard that they are very pleased with the way this fishery has gone and if they weren't out fishing |
wouldn't be surprised they'd be here today. Some benefits to Alaska coastal communities--we spend about $35
million a year in goods and services in Alaska, most of that's in Dutch Harbor. We've developed a good
relationship with a shipyard in Ketchikan We were the first company to bring a vessel in there from this indusiry
for vessel repairs. In '97 we had 3 vessels in Ketchikan. We were quite pleased with the work there. And, we're
on our way to becoming the largest single customer of the Ketchikan Shipyard and we hope to be significant in
their ability to be profitable, We've been CDQ partners with Central Bering Sea Fishermen's Association since
1992; we provide about a million dollars a year in royaltics, $50,000 dollars a year in educational scholarships,
and unlimited employment opportunitics. A year ago we formed an Alaskan community advisory board. We
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provided $50,000 a year for that board to donate to worthy organizations aronnd the state. We've got four offices
in Alaska. We've had an office in Dutch Harbor since 1989, an office in Naknek and Dillingham and last year
we opened a recruiting office in Anchorage. That office is dedicated solely to recruiting Alaskans to work on our
vessels. We've also made this year half a dozen port calls in Adak, offloading seafood products there, purchasing
fuel and employing local labor. Some benefits to the State of Alaska as a whole, we pay about $2 million a year
in landing taxes. Employment in 1997, we hired over 150 Alaskans on our vessels. This year so far we've hired
over 200 Alaskans; by the end of this year we will have reached our goal of 500 Alaskans. We're basically
offering employment in any open positions to Alaskans. We provide a drug and alcohol-free work environment
as well and it's strictly enforced We purchased $3 million worth of salmon in Bristol Bay; that operation’s been
in existence four years, we'll be again there this year. That value's added in Bristol Bay, Alaska, not in Japan.
Last year we committed to a $600,000 contribution to the Alaska Sea Life Center, made our first payment last
year and that of course carries over the course of three years. Just to summarize, I'd like to say that we're
committed to these programs and to a lasting partnership with Alaska. Of course, our ability to maintain these
activities and to pursue new activities depends on a stable, profitable pollock fishery. There's a fine balance now,
I don't think it's going to take a whole lot to upset that balance. You know, we've seen 17 bankruptcies since
inshore-offshore first was implemented.

Council questions:

Pereyra: Jan, the issue before us is whether we should send this document cut in its present form. Do you feel
it properly characterizes the problem that we bave before us and the alternatives that we have to look at.

Jacobs: Well, as I understand the problem has just been that we ought to study the industry and see what's
changed over the last several years. I'm not sure I've seen another compelling problem yet. I think I'd like to see
the range of allocations narrowed; I'd like to see the onshore employment data audited because I understand that
has not been audited. There 1sn't a whole lot of, . .market implications hasn't really been studied to any degree.
That could have serious implications on this industry and related industries, and I don't know; I think it's hard to
come up with the best decision without cost data. It's like having one side of the ledger and not the other.

Samuelsen: Jan, referring to the sunset issugs. Do youn have an opinion on them?
Jacobs: As far as how long the decision should last?
Samuelsen: No sunset date, a 3-year sunset date, . . .

Jacobs: Well, it'd sure be nice to not go through this battle every couple years. I'm not sure, . . .if there's a
problem where there's a reason to revisit it, but I think the criginal schedule of this Council was to complete the
comprehensive rationalization process. It seems that's what we should be doing.

3:16 pm Dennis Andrew; Joyce Johnson. Andrew: . . .my name is Dennis Andrew. I'm a commercial
salmon and herring fisherman from Nustuliak{sp?). Nustuliak is located in Bristol Bay, 250 miles southwest of
Anchorage. [ was born and raised in Nustuliak and lived most of my life there. I'd like to go on record on
opposing any increase of Bering Sea pollock quota to the offshore processor. [ support continuing the status quo,
65/35, plus because of statis quo, has been good for Alaskan villages like Nustuliak. Under the existing pollock
allocations both sectors can continue operating in Alaska. . . .[could not understand). . .I do not believe there is
any compelling reason for Alaskans to change the quota allocations. Shifting quotas to a few onshore processors
will hurt the offshore pollock processor sector. . .[conldn’t understand]. . .threaten the existence of offshore
processing companies, and as a resuit many of us living in Western Alaska by taking away our jobs and
opportunities to better our life. Unlike at Dutch Harbor, a good job is very hard to come by in Nustuliak and
other Western Alaska Villages. Companies like American Seafoods has been good to Western Alaskans and have
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hired significant number of Alaskans to work onboard offshore processor boats. Offshore jobs provide a good
income; it is important for the Council and Alaskans to support the offshore pellock processors. A large part of
the offshore jobs has been brought about by the CDQ programs, however I've seen American Seafoods and other
offshore companies participate in job fair held in Dillingham. We don't question the company has made . . .[can't
understand). . .to hire Western Alaskans. I am also concerned that if pollock quota is shifted away from the
offshore sector that not only will Bristol Bay residents be losing jobs with the offshore pollock fleet, but Chignik
cod fishermen and Bristol Bay salmon fishermen who fish for offshore processing companies will lose their
markets. I've seen American Seafood buy salmon from Bristol Bay fishermen. [ have relatives who fish salmon
for the company. I've also leamed that Amenican Seafoods is buying cod from Chignik area fishermen. In tumes
when salmon and herring prices from shoreplants were down to fishermen these new alternative markets are
important to the fishery and to the fishermen working in Bristol Bay and Chignik area. In closure, any shift in
pollock quota away from the offshore fleet will hurt us in Western Alaska, Shifting quota to the onshore
processors [couldn't understand] markets for fishermen. Please maintain the status quo in Bering Sea pollock
allocations so we can continue to benefit from the pollock fishery along with other Alaskans.

Johnson: . . .I'm a Bristol Bay permit holder from Dillingham, born and raised in Dillingham, and I also support
the allocation the way it stands now. If it's not broke, don't fix it. Previous to last year I was able to support my
family, [ have three kids and I'm single, on my fishing income. Well, with the market the way it is I've come to
fast realize how important it is to have alternative markets and indepeadent markets. I would rather have the
choice to sell my fish in a competitive market, And, if things change we might not have that choice and the choice
would be taken away from us. Then what do we do? I've seen also first-hand the jobs altemative markets
provide. I am now employed by American Seafoods in the office, the hiring office, taking applications from all
over Alaska. And, with the bad season like we had last year, there are many, many people in all the different
varieties of fishing that have come asking for jobs. Deckhands, processors, captains, the whole nine yards. We
are continuing to offer these jobs and I'd like to see it stay that way. So [ do support the allocation the way it
stands. If we have a choice it would be nice if we could choose between a good job rather than go on welfare
because of a poor fishing season. So, that's pretty much all ] have to say. If it isn't broke, please don't fix it; leave
things the way they are. Thank you.

No Council questions.

3:22pm Ed Glotfelty, Billy Charles, Yukon Delta Fisheries Development Assn. . . .My name's Ed
Glotfelty, I work for Yukon Delta Fisheries Development Assn., and Billy Charles is the President of the
association. We're one of the six CDQ groups that exist. Tll be very short with my testimony. Yukon Delta's
CDQ pollock partner since the inception in 1992 has been Golden Alaska Seafoods and Golden Alaska is one
of the 3 mothership operations that operate in the pollock fishery, During the first quarter of 1998 Yukon Delta
Fisheries has had 84 people employved in the Bering Sea fishery, Seventy-cight of those were in the pollock
fishery, 62 of that group were offshore; 45 of that 62 were employed in mothership operations, with the Golden
Alaska, the Excellence, and the Ocean Phoenix. Scventeen were offshore, with catcher processors, and 17 were
in the onshore plants of Westward, UniSea and Trident. We endorse the status quo, the 65/35 split, but if in your
wizsdom you decide to create a second category for motherships, we would endorse an allocation of in the 15%
range for the motherships.

Council questions:
Kyle: Ed, where would you like it to come from, the 15%, if you endorse the statms quo?
Glotfelty: Well, I think a 35/50/15 split would be good.

Kyle: 35/50/15? O.K., that's pretty. . .blunt.
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Pereyra: Since you want to increase the quota by 50% to the mothership sector, 1 have to ask this question and
that is do you know who the owner of your mothership is?

Glotfelty: Yeah, I sure do. Nichiro. But, they've treated us very well and I think we've had. . .Fll just say we're
very satisfied with Nichiro, but the other two motherships that we're working with are American-owned, and they
provide employment opportunities to quite a number of our people.

End of questions.

3:25pm Rick Upton, Steve Wittman, Mike Prince: Westward Seafoods - Dutch Harbor. Upton: .. I
am employed by Westward Seafoods in Unalaska-Dutch Harbor, T've worked there for three years as the
environmental compliance technician. I'm also the recreation club officer and a volunteer radio disc jockey and
board member of Unalaska Community Broadcasting. I'm here today to touch on three issues that [ believe
represent a good argument for an increase of pollock to the onshore processors. Number one, shoreside plants
and their employees are involved in the commumity and represent a large tax base for the community and the state.
Number two, shoreside plants are involved in protecting the marine environment, and Number three, shoreside
plants represent a wiser use of the pollock resource. Conceming community involvement, I'm involved as a
recreation club officer in setting up recreation for Westward employees and this includes bowling alley, the City
of Unalaska PCR, which is 2 gymnasium, the city sckool swimming pool and we also provide transportation for
our employees when they have time to go and enjoy some off time at these facilities in town as well as transport
them to town for shopping and things within the community, Number two, concerning my job, my work as an
environmental compliance technician involves sampling of effluence, some of the analysis, data collection
throughout the year, and reporting of results to federal and state agencies. I think this is important because the
water bodies around Captain's Bay and around Unalaska Island are. . .we're under fairly strict regolations from
the ADC and the EPA to monitor organic loads during processing, unlike factory trawlers who are allowed to
discard and discharge pretty much anything they want out into the Bering Sea. This sampling effort is a fairly
large capital expense. It goes on throughout the year. We sample in-house and we zlso sample out in the Bay,
the receiving water body and are required fo report that. The third issue is concerning use of the pollock resource.
According to NMFS figures from last year, most factory trawlers report a 17% recavery of pollock in surimi,
Our plant ranges between 23 and 25% recovery of the pollock and in addition to that we kave a 24-hour a day
fish meal plant that recovers another 10 to 12% and also produce fish il from the discards. We basically, it's
a total utilization of the resource at our plant. The way I see it, our city of Unalaska, the processing plants, the
community, all the supporting business, the fishermen and women, are all interrelated and dependant on the
resource and catcher processors, I don't have any actual numbers or anything to back this up, but I've heard that
they can travel; obviously, they're boats. They go to Argentina, they go to Russia at times, make deals to fish
their resources, whereas we're in Unalaska to stay and we feel we need to have our fish. So, in conclusion, I
support the Council document to be part of public review and a decision to be made in June afier that review.
Thank you.

Prince: .. .I'm the supervising engincer for Westward Seafoods in Dutch Harbor-Unalaska, I live there year-
round with my wife, Katie. She works for the city of Unalaska. We're there to stay; we would like to think so.
You guys have been hearing lots of argument on both sides all day; you're probably pretty burned out on it, I'm
sure, getting pretty tired, but my wife and I and numerous others that work for Westward Seafoods are very
deeply involved with the commumity as far as things we do for the community, go to meetings, go to this, go to
that. We'd actually like to call it our home and we put money back into the community, We buy things. . .as well
as Westward, they creaie a tax base for Unalaska-Dutch Harbor. In addition to the 2% raw fish tax that the
shoreside processors collect and the property taxes they pay represent a major source of funding for the City of
Unalaska The offshore sector, who will take their factory trawiers and move on once the fish are gone, we the
onshore people will still be there after they've left. In closing, I urge you to be very careful in your decision-
making. After all, your decision affects all of us that live there and at other shoreplant operations. I highly
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support the Council docurent going to the public for review. After all, that is who it's really going to affect.
Thank you.

Witiman; .. I'm an administrative apprentice at Westward Seafoods. Onginally from Mekoryuk, Alaska, which
is a part of the Coastal Villages Region Fund. 1 now consider myself a resident of Dutch Harbor. As a resident
of the CVRF region and a recent graduate from the University of Alaska Fairbanks, I as did many others found
it difficudt to adapt to the environment of Dutch Harbor. I've been in Dutch Harbor for about a year now and
during that short time [ notice many members of the CVRF region found themselves in a tough situation because
of the environment and usually they ended up leaving for home. Being unsure and shy in the beginning, I too was
in that situation and what helped me to overcome this type of situation was the fact that I began to have regular
and consistent access to talking to all the managers in the plant. 1 would talk to the managers about the progress
of a particular season and how employees are doing two to three times a week. In the off season I was able to
talk to the managers every day. Being able to have consistent access to speak to the managers is important to me
becanse when I leamed that the work I do is not only important to them but also the board of Westward Seafoods,
it really inspired me and encouraged me to concentrate and do a beiter job. I was not like this when I came to
Westward Seafoods. As a matter of fact, I had several problems. I never wanted to talk to anyone about the
problems [ had at work or home. So having this type of access to the managers of Westward Scafoods was a
turning point in my work life. Not only did this help me, but I began to have daily visits with our foreman on the
production line and the reason I did this was because I wanted to know what problems employees were having
50 I could try and help them sncceed. [ told myselfthat if T was able to adjust to this type of an environment I can
help others to feel more comfortable while employed with Westward Seafoods in Dutch Harbor. We all know
that everyone has problems of some sort, and these problems may result from mistakes. Making a mistake is not
the end of the world or your job as I used to think, Rather, by making a mistake you learn and you leam how to
prevent others from making that same mistake, In conclusion I would like to say that [ like my apprenticeship
program with Westward Seafoods because, one, it has given me the opportunity to leam how seafood companies
operate; two, it has made me realize how important it is to succeed in life, and the importance of making the nght
decisions. Three, it has enabled me to learn the ways of successful management by interacting with managers
and attending seminars. Four, [ like the work I do and knowing that the work I do is important to the managers,
the board and the president of Westward Seafoods. And, five, I tike my apprenticeship program with Westward
Seafoods because | am doing work that I love to do.

Council questions:

Austin: [ get a sense from your testimony. . .well, let me verify [Chaoge to Tape 23 —his question and any
answer and other questions and answers, if any, were lost in the changeover]

End of questions.

339 pm John Gruver (F/V Seawolf), Brad Conally (F/V Westward 1), Bill Lock (F/V Viking), Charles
Bronson (F/V Great Pacific). Gruver: Our four boats deliver pollock to shoreplants in Dutch Harbor-Unalaska.
Myself and the Seawolf began delivering shoreside in 1987, Bill and the Viking in 1988, Brad with the Westward
1 in 1989, and Charles has been delivering shoreside since 1988. In addition, the four of us and many of our crew
members have participated in the pollock joint venture fisheries since the early '80s. Between ourselves and our
crews, a group of 23 fishermen, we represent a combined total of over 465 years of fishing experience. We
clearly have a long-term interest and have made a long-term commitment to this industry. Fishing is clearly our
life's work. We would like to add that we're not part of the Groundswell movement and actually had not heard
of the Groundswell movement until this week, but we certainly have been moved by groundswells. We had a little
trouble preparing this statetaent on a group consensus [evel because as captaing our responsibilities are quite clear
tous. First off, it is our responsibility in the safest way possible to create a reasonable rate of retum in dollars
for the investment of risk, labor, and time spent away from families for ourselves and our crews. Additionally,
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it is our responsibility to generate the greatest amount of revenue possible for the vessel, ensuring not only its
integrity as a safe piace to work, but to maintain its position in a very competitive industry. Over the past years,
there's been a steady downward spiral in fishing opportunity for meeting these responsibilities. The original
inshore-offshore agreement helped to slow the decline in opportenity and also recognized that a 35% inshore
quota did not represent the quota owed us. However, when finalized by the Department of Commerce the stair-
step to 45% was eliminated denying us the opportunity to regain at least a portion, a partial share, of the fishery
we lost. We are not here to ask for a hand-out, and the term fish grab certainly does not apply. We are here only
requesting that the opportunity to fish, which has been taken away, be retumed.

Conally: . . Over the years we have created long-term and experienced crew members with little turnover, good
paying jobs and safe working conditions, These vessels operate with four to five crew members who are
experienced in doing several jobs which include engineering, sewing web, cooking, wheel watching, maintenance
of the gear and the vessel. These crew members are not easily replaced; there's no substitute for experience,
Decline of opportunity to fish will affect the keeping of these experienced crew members because of lower
incomes. Thank you. _

Bronson: . . .In addition we'd also like to express our concerns to NMFS's concerns of the increased effort in the
CVOA. We feel that a year-round CVOA would allow us and similar catchers to operate in a safe manner
without further impact to the grounds as they are now should there be an increase in the shoreside quota. The
CVOA is precious grounds to catchers that would be a heavy concemn to safety of operation should that ground
be lost. The existing CVOA has provided an opportunity to have a safety net of a shelter and any loss or further
push offshore could and would be detrimental to all of us onboard. We have a lot of dead friends. The impacts
of your decisions are not always by you and the non-active lobbying for these issues. We are there. We live
with the risk of your decisions.

Lock: . . .As we listen to people in the offshore sector talk about maintaining the stability of the pollock fishery
we wonder what stability they're referring to. Over the past eight years no new pollock fisheries have been
created. There's only been a reallocation of opportunity to more specific groups. We and other long-term
fishermen have continually been the ones to pay the price. Simce inshore-offshore 2 finalized, the price has
become too great. As further reallocation of pollock in the Gulf of Alaska takes place, we can no longer be the
only ones to pay the price. We've had quota taken away beyond the point of faimess. We now need to get
something back. The only avenue left is to reallocate more pollock to the inshore sector. Finally, in the interest
of other fishermen on catcher boats cutside our sector, we would support a quota split be made between offshore
catcher processors and the true mothership sector.

Council questions:
Mace: . . .What class of vessels do you skipper on, under 125 feet, or bigger than that, or what?

7. It's a 50-50 split I think here — is that right? [talking among themselves] I'm sorry. It's 3 to I; three over 125
and one under 125,

Mace: The second question. The AP came up with a recommendation which is new to the Council, Alternative 4
which would set aside for catcher vessels less than 125 feet, a specific quota. Do you think that's an appropriate
thing to analyze?

7: No, we discussed it yesterday afternoon some and got a little chuckle, but that's about it. [miscellancons

comments]. . .I think in response to that, there's a little difference right in this group here from what I think you're
trying to getat. And that is, you're looking at the very large vessels that pack in excess of a millions pounds, very
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large horsepower and whatnot and ourselves here in this group, the vessels are either 124s that were stretched
a little for a little more capacity or, like myself, at the 124 level.

Mace; Mr. Chairman, what I'm pointing at is that we're going to make a decision as to what to send out for public
review and I was just questioning whether this was appropriate.

Behnken: My question is along the same lines. Your vessels are all less than 155, or greater than 1557
7. Less.

Behnken: So, you're between the 125 and 155?

7. No, we have one less.

O'Leary: One of you made reference to you in the Gulf of Alaska and loss of quota and [ didn't quite understand
what you meant. Could you expand on that?

?. Tunderstand there's a stand-down period now? . ..

OLeary: Stand-down period in the Gulf? Oh, moving between. . .I believe we're still reviewing that, but we are
looking at something like that. You're talking about for the Western Gulf area at the end of the season?

7. If that comes to pass. We all participate in the Gulf fishery; that would be another loss.

Pereyra: .. John, I don't know if you've had a chance to read this document, it's fairly lengthy. But, there's quite
a bit of information in here and some of it speaks to the characterization of the catcher boat fleet and changes and
so forth, and gives a lot of tables. Do you think that this document as it is presently constructed properly
represents the configuration of the flest as it presently exists?

Gruver: | haven't reviewed the document enough, Mr. Pereyra, to really respond in any manner, really, at this
point. Sorty.

Austin: Gentlemen, do you all four independently own your fishing vessels:

?: [All responded noj. . . But it's different on all the hoats. [ own a small piece of the Viking and the Westward.
7. 1.own a piece of the Westward and the Viking and Bill has the same.

Austin: One of the concemns that | have is a loss of independence of the catcher vessel fleet. In the document that
Dr. Pereyra was asking you about, it makes reference to an increasing trend of ownership or control by the
onshore plants. Would you concur with that statement?

?. Could you ask the question again, sorry, I'm lost.

Austin: Have you. . .well, let me ask in another way. Have you noted an increasing trend of ownership and/or
control through that ownership, or contractual arrangements, control of the catcher vessels by the onshore plants.

?. I'would say inlerest but not control. No one controls what I do. I'm on a lease charter of a boat and I can make
my own calls as to what [ want to do with that boat.
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7. Same here. They have no control over my boat.

Gruver: I'd like to answer too, because I owned a boat, the Scawolf, with partners, that we recently sold to Alaska
Boat Company and 1 operate the boat for them. And, so while there's been an ownership change, the Alaska Boat
Company, and how they view delivery to Alyeska, so far that's where I've delivered. However, when it comes to
the marketing association and strike, that sort of thing, no questions asked and I have told the owners that I
belong to the marketing association myself and no one's questioned me when I've struck for price; no one's
instructed me on how [ should view information that we collect on price. Those kinds of decisions have been
solely left up to me as the operator of the vessel, if that helps.

Austin: Yes, it does. Thanks.
End of questions.

3.5l pm Sinclair Wilt, Alyeska Seafoods, Unalaska, . ..l am the surimi plant manager for Alyeska
Seafoods in Unalaska and I'll be brief with my comments. There are two areas of the document I wish to address.
The first is the inshore-offshore social impact assessment prepared by Impact Assessment, Inc. 1 have been a
resident of Unalaska-Dutch Harbor for over 21 years. Isaw the king crab boom vears in the '70s; I experienced
the severe depression the community went through in the carly '80s when the king crab stock crashed, and [
witnessed the economic revival of the community when the shorebased surimi plants were built. 1have seen the
community transform from a boom town with few full-time residents into a larger, more family orientated
community. From that background, I can tell you that Mike Downs of [mpact Assessment has done an exceilent
job of describing our community. The document poirts out that there is certainly a lot of debate within the
commmity as to which sector has the greatest impact on the locat economy. And it is certainly my view and my
expentence that the shoreside sector contributes the greatest amount to our local economy. The other issue I wish
to address is utilization. The document points out that the onshore sector's utilization rates have improved more
dramatically than the offshore sector's since 1991. This corresponds with our experience in our operation.
According io the document, overall utilization in '91 was 23% for the onshore sector and has increased to 33%
in 1996. At Alyeska our overall recovery in '91 was 31.7% and has risen to 38.3% in 1996. Qur surimi recovery
went from 19% in ‘91 to 24.7% in '96. In fact, our surimi recovery has averaged over 24% each year since 1993,
That is signtficantly higher than the 16 to 17% product recovery rates used by NMFS for the offshore sector.
I believe unilization should be a primary reason for a change in quota and for that reason [ think you ought to put
this document out for public review.

No guestions.

3:55pm Paild Lesui, Gia Lesui, American Seafoods. Paiki Lesui:. . I'm the bosun on the Northem Eagle
and we're employed by the American Seafoods. And, this is my wife, Gia Lesui, and we both work on the same
boat. We're just here today to testify against the issue here today. Because our jobs are at stake right now and
I'hope that the decision that you'll be making some time soon won't jeopardize our livelihood here. And also we
are residents of Alaska.

Gia Lesui: . . .The reason we're testifying here today on the offshore-onshore plan is because we are unable to
be in Dutch Harbor for the June meeting due to there are no more hotels available for anybody to stay there. I've
been working for American Seafoods for the last five years and I've been fishing for the last seven and a balf to
eight years. This has been a major part of my life for almost eight years and it has helped me and my husband
to buy property in Alaska and work into own a house and if it comes down to going towards the opposite of what
we wish it could affect our life a great deal. I've been a resident of Alaska for the last 27 years and it's my home
and I put a lot of time and money into my community and the money we do make off our boat it goes back into
Our community.
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Paiki: Speaking from experience, ['ve been fishing for ten years on the factory trawlers and all these years since
it's been cut short most of the year, but as the year goes by, the projects and the processing, factory trawlers that
we opérate ont at sea, if's improving a great deal right now and hopefully it'll maintain that way, or maybe
improve more, so that's all [ have to say.

No questions.
[Break]

4:15 pm Bob Czeisler, Margaret Lynn. . . .1 am a partner in the Margaret Lynn. Our vessel, the Margaret
Lynn was one of the pioneers that Americanized the pollock industry fishery. The late Dave Harville, a Kodiak
resident, was a skipper and my partner. When we started there were only about three American catcher vessels
delivering pollock to both shoreplants and to at-sea processors. By 1987 there were 130 American catcher boats
catching 100% of the pollock. By then we had fully Americanized the pollock fishery. In addition, cur home port
at that time was in Alaska and our skippers were from Alaska. We did our repairs in Alaska and got much of our
crew from Alaska. Then, what happened was in 1987 through the lobbying of AFTA the Anti-reflagging Act
was passed which had a loophole which allowed for. . .what happened was that the catcher boats lost their foreign
trawler markets and in addition to that we were replaced by primarily foreign-owned and foreign-built factory
trawlers. As aresult the trawler fleet went from catching 92% of the pollock resource down to 26% in 1990.
That is a 66% reduction in the catcher boat harvesting of groundfish Foreign control of the resource went to over
50% at one time and now is down to 40% of the offshore factory fleet. This Council has sought to redress the
preemption that occurred at that time when they passed inshore-offshore 1 by placing a 35% minimum for
trawlers delivering to shore plants. That, however, had the effect of reducing the amount of the catcher boats'
share that was delivering to motherships. This Council has the opportunity now to protect the historic catcher
boat fleet that delivers to true motherships. The effects of preemption should be remedied for the catcher boats
delivering to true motherships; we're asking for at least a 10% allocation to the boats that are delivering to three
mothershups. That constibutes 19 beats; they're all under 125 feet, they're all the historic pioneers who developed
this fishery, so we want our own separate share because if there's any kind of severe weather our share of the
quota gets dramatically reduced because our smatler boats, between 100 feet and 125 feet have to compete with
the biggest boats out there, the factory trawler fleet. This has put the motherships and the trawler flect in serious
financial problems whenever there's any kind of severe weather. To remedy this, we ask for a separate allocation.
On a question of duration, we are recommending a three-year allocation period. During that time the Council can
study the impacts of any legislative enactments. If the Stevens bill passes then it can revisit this issue and do
some other kind of reauthorization. If it doesn't then it should study a factory trawler split with the. . .
[unintelligible]. . .of increasing the trawler's allocation of fish in order to remedy the preemption that occurred
from 1987 to 1990 when the foreign-owned, foreign-built factory trawlers preempted the American-owned

catcher fleet. This would then perhaps be able to benefit all the trawler fleet that pioneered this fishery. Thank

you.
Council questions:

Behnken: Imay not be listening as closely as I would have if I wasn't getting tired, but did you, with regards to
the impacts of vessels under 125 feet, are you supportive then of the additions to the analysis regarding a split
for vessels under 125 feet that the AP suggested?

Czeisler: Well, I think that there may need to be a study of that, but to the extent that it delayed sending out the
report, [ think it would be something that perhaps shouldn't be there to complicate the matter. But I would be in
support instead of is a study of a factory trawler - trawler split as opposed to doing anything based on the length
of the vessel. Because there are some boats, for instance, that are 130 feet and the split at 125 feet to some degree

is arbitrary.
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Austin: I'm afraid I was drifting too. I didn't hear your opening remarks. . .that characterized yourself?

Czeisler: Letme just go over that again  I'm a partner in the Margaret Lynn which was one of the original boats
that delivered. . .pollock in the Bering Sea. In addition to that I'm also a partner in the Ocean Phoenix which is
ong of the motherships and that was a boat that was formed by seven fishermen who basically bought a . . . it was
called the President Wilson and Kennedy. . .and had it modified into a mothership. In addition to that, I'm the
secretary for United Catcher Boats but they are not taking a position on this issue.

Austin: Then a question I should have asked cardier wasn't whether or not the Phoenix owned its catcher vessels,
but whether the catcher vessels owned the Phoenix?

Czeisler: Yes. The caicher boats own the Ocean Phoenix,
Austin: And there's seven of them?

Czeisler: Well, there are actually six catcher boats that own; there are two outside boats, one of which is partly
owned by one of the owners of the Ocean Phoenix.

4:22 pm Rebecca Baldwin, EEA, for North Pacific Seafood Coalition. . . .I'm a resource economist with
EEA and bere at the request of my client, North Pacific Seafood Cealition. [ want to remind you, it's been said
a few times this day already, that the focus of this meeting is simply deciding whether or not to send this
document out for public review. It's very tempting to go ahead and suggest all these things that should be
included in the document, but I guess I have a lot of respect for this process. In the [ast year you have sat through
many, many hours of public testimony and you have put people in all sectors of the industry on notice that this
issue was going to be looked at, so we've all had ample opportunity to go out and collect our own data, do own
analysis, provide our own information, and it's important to remember that this document is not the only basis
for making a decision. It is one. You have so many documents in front of you that all pertain to this and give
you some insight. What I think you really need is a sorting mechanism to figure out what pieces of information
to pay aftention to. And, that's what I hope that my presentation will help you towards. [referring to overheads
now]| [Change to Tape 24] We actually have four separate issues we're talking about here. Those issues were
debated extensively in terms of creating definitions and problem statements. Then we had a process for talking
about which alternatives we wounld look at in an attempt to solve those problems. That time has come and passed.
We can only move forward. It is very clear in this process that nothing you do today or June or next September
is going to be the definitive answer to solving any of the problems. What's it's going to be is, hopefully, a
movement in the right direction, given the constraints that you have given yourselves in terms of the alternatives.
So, the only choices in front of you are really which of the alternatives make a movement toward a more improved
management system. And to do that you need to have some sort of criteria to figure out whether the movement's
towards an improvement or away from an improvement. In February [ presented to yon what [ thought was a
reasonable body of criteria on which to measure improvement and management for these systems, and as I said
at that time, those management measures came from information in terms of society, which is through the laws
we passed to govern these fisheries, and it's also from recent management actions that have survived the test of
being approved by the federal govemment. So these are the criteria have. In each of those four problems you
can go through and ask yourself what type of information do I have under that criteria and how important is that
criteria to me in maldng a decision. You can do that for each of the alternatives and the paper I'll present to you
m June, I actually have dore that for the four action items. This one's an example from the Bering Sea
allocations. When you look at the three different primary sectors and you can. . .[unintelligible). . .them by the
different criteria as to whether or not it's more or less desirable to make an allocation of pollock towards them.
The question marks up thers are indicated that it's indeterminant and the gray circles are neutral and I'll save the
information underneath the other boxes until June when we're actually talking about the decision. So, basically
what ] want to remind you is that I think the analysts that did your document did a very thoughtful and reasoned
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job of figuring out what type of information you needed, given your construct of the problems and your limited
universe of the aiternative solutions and while it's always interesting as data comes out to say, what if, what if,
if you only have three choices, all you need to ask yourself is do I have a reasonable information to pick among
those three choices, or among those two choices. [ don't need to know the answer 10 everything and thereis a
marginal cost to acquiring information and have to offweight (?) that against the margiral benefit of baving that
information in the decision process. Thank you.

Council questions:
Austin: Is it possible for us to get a copy of that criteria that you've laid out there, is it. . .

Baldwin: Members of the SSC have the entire paper. Anybody else who wants it, I'll refer them to my client,
if they want it handed out or not. But, I expect you will see it in June, hopefully before the June meeting.

Austin: Could we just get a copy of the criteria sheet?

Baldwin: Certainly. I think you actually had that at the February meeting, but I'll be glad to get a copy. I'm also
willing to, if someone wants to beat a dead horse, talk to you about why excessive shares is still in my criteria
and it's not a reason that's been up here before, but there is a reason for still having it in the criteria base.

End of questions.

4:29 pm Eugene Asicksick, Don Stiles; NSEDC. . . .Asicksick: . . .I have with me Don Stiles. We had
planned to sign together, so if it will be O.K. with the chairman, he will have a few things to say after I get done.
He is Chairman of Norton Sound Economic Development Corporation. I am the President of Norton Sound
Economic Development Corporation which represents 15 Western Alaska communities in the CDQ program.
All of the CDQ groups had chose to place all or part of their CDQs with offshore harvesting pariners. Most of
the groups used a competitive proposal process and went with the partners which offered them the best harvest
partner package. Chief among those benefits were the royalties and employment opportunities. CDQ
partnerships have meant that Western Alaska had a meaningful stake in this fishery through rovalties,
employment, and more recently, actual ownership. NSEDC is one of the CDQ groups to purchase an equity
interest in the Bering Sea pollock fishery. We now own 50% of Glacier Fish Company, a company which owns
two midwater trawl vessels, We also jointly own, along with Glacier Fish Company, a freezer longliner vessel.
Through our offshore harvesting partnership we have been able to piace residents of our region onto these vessels.
They can earn over $25,000 in 'A' season alone. This kind of income is extremely significant to rural Western
Alaska where jobs are hard to come by and many of the govemment jobs and programs are being cut. We also
extend the employment opportunities to Alaska residents in our neighboring region such as Shismareff and
Koltag. It is very discouraging to hear the onshore sector asking for more fish when the request is going to mean
shorter seasons and less income for our region. Through our offshore harvest partoershup we recerve royalties
which have been between $4 and 35 mullion per year. We use these royalties to provide training and scholarships
to our region residents. We find shoreside infrastructure projects, salmon rehab projects and fishery development
projects. Our per-ton royalty is based on the market price received for the pollock produced. It is very
discouraging to hear onshore sector asking for more fish when the only previous allocation to shereside sector
resulted in depressed surimi prices. Our harvesting partner can alter some of the production away from surimi,
but not all the production. Any reallocation to shoreside would reduce our royalty that we receive. Through our
ownership of Glacier Fish Company we are working toward full participation in the offshore fisheries of the
Bening Sea. We expect to use income from this investment to pay down debt and further in the future we expect
income to help pay for programs in our region. We rely on this fishery to be an economic engine for Western
Alaska. It is very discouraging to hear the onshore sector asking for more fish when any such reallocation will
reduce income used by Western Alaska to pay down debt and to pay for programs benefiting their people who
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by the way are Alaska residents and U.S. citizens. When we made the investment into Glacier Fish Company we
were prepared to accept the risks of the fishing business. We took a careful look at the TAC, information on the
new classes of pollock, the bycaich issue, market prices, and so on. When we made our investment into GFC we
were prepared 10 live with the inshore-offshore indefinitely. Even though we were prepared to move forward with
no change in inshore-offshore, if you feel compelled to make changes, then we ask that you choose one of the
options which allocate more to the offshore sector. To the extent that there is concern about the impact to all of
Alaska and not just the four communities studied by the Impact Assessment, consider that more of the entire
pollock harvest is harvested on Alaska-owned vessels in the offshore sector than the inshore sector; that more
of the pollock is processed in Alaska-owned offshore processing plants than Alaska-owned onshore plants; that
the aggregate Bering Sea pollock payroll paid in the offshore sector to Alaska residents is now over four million
dollars, which I believe is higher in total as well as per hour than the onshore sector; and that the vast majority
of the royalties paid to CDQ groups is paid by the offshore sector. Looking at the broader impact on Alaska, any
reallocation is destructive, but a reallocation inshore would on balance be most negative. It would be a fairer
gesture to move forward with the status quo. But if a reallocation is to occur, then we have no choice but to
advocate that the Council increase the offshore allocation as this would do less damage to Alaskan interests; than
would be an increase to inshore. Let me conclude by saying that our region has one of the highest unemployment
rates and highest poverty rates in Alaska. We know what it is like to have someone take money out of your
pockets and wouldn't wish it on anyone. Real people’s livelihood and opportunities for better economic future
are at state here. It saddens me to see people in corporations trying to take our economic future away the way
they have been doing, this push for more fish. Everyone has to live with the rise and fall of the TAC and the nse
and fall of the market prices, but nobody should have the right to ask for their share and get it through this
council. Thank you.

Stiles: . . .I'am the Chaimman of the Board of Directors for NSEDC and our decision to buy into Glacier Fish as
a Board was based on the proximity of our communities and where the fish are harvested. The Norton Sound -
Bering Strait region isn't anywhere near what takes place in the Bering Sea, I'm sure you're all aware of that. We
are grateful for the opportumity to participate in such a lucrative fishery through our partners. That participation
has helped in ways that are beyond belief. We felt the intent of the program was to put our pegple into the Bering
Sea and harvest the fish that are ont there and we seized the opportunity to buy Glacier Fish ‘cause cur successes
came from there through the pollock fishery and it didn't reaily make good business sense for us to buy into
smaller vessels for the localized fisheries that have suffered historically due to a lack of resource. Another reason
we chose Glacier Fish was for their reputation for providing fair wages for our people. If you look at the high
cost of living in Western Alaska you really can't expect someone to work for $6 to $8 an hour as an entry level
seafood processor and still provide income for subsistence needs. In our region gasoline is up to $2.50 a gallon.
That takes a lot out of a person's paycheck when you look at it over a whole gear. A gallon of milk is over 35.
Glacier Fish has provided our people with opportunities in this industry but has still allowed them to remain
culturally attached to the region. Our royalties from the pollock fishery have provided local fishermen in Norton
Sound with a market where there wouldn't be any. It has helped provide funds for restoration projects to address
the salmon problems that the people of Nome have faced for eight years. It has provided for education for cur
youth who dream of a higher education and provide for future needs in a declining economy. Some of those
people are now working for NSEDC and in our management. Our interest in Glacier Fish is Alaskan-owned, our
partners are from Seattle. We are Americans and we intend to remain that way. What we own as a portion of
the whole picture is minuscule, but we realize the detrimental impact a shift would have in the overall picture of
ouwr success as a CDQ group and we recommend the status quo, Thank you.

No questions
4:39 pm John Iani/Allison McFall, UniSea. I[ani: .. .with me is Allison McFall, our human resources

manager. I'd like to brief and I know that you would like us to be brief as well. We're here representing all the -
employees of UniSea and would like to remind the Council that in past Council meetings where this issue has
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been discussed we've had a number of UniSea employees testify before the Council. We neglected. . .or, we
decided not to have them testify at this meeting because the nature of the meeting and where the meeting wants.
. .is deciding for this document to go. I hope that the Council will not take their absence as lack of interest in this
issue because that's certainly not the case. Again, I'd like to bring the Council back to where we're supposed to
be and where we're supposed to go, and that is simply to send the document out for public review with the
alternatives to go forward as well. And I bring a little history because I was here in 1989 when inshore-offshore
1 was first put together and have been here ever since that has happened and would like to remind the Council
that the record and the analysis is a living and working document and it will continue beyond this document and
beyond this meeting. Just in the testimony that vou've heard before you and the testimony that was before the
AP, | think this document has done what it was supposed to do; it's accomplished its purpose. It bas put out to
the public a bunch of information, a Iot of information that has been both complex and full and it has brought the
public back to you with ideas and information that it needs to fill the gaps that are in that analysis so that you as
a Council can be better informed. I would like to discuss a couple of things, though, concemns that have been
brought before you and probably will be brought before you after I am finished and after Allison is finished
testifying. And those are a eouple of. . three items actually: market concentration, fish meal as a product, and
employment and CDQs. And, with regard to market concentration you are going to hear a number of witnesses
testify that the onshore industry is dominated by a global firm and a global conspiracy to take over the fishery
world through the inshore-offshore allocatton. [ don't subscribe to that theory and here's the reason why. UniSea
is owned by Nippon Suisan, 100%. UniSea's been operating in Alaska for 25 years. In the pollock fishery,
UniSea has 12 vessels delivering pollock to UniSea. UniSea owns 49% of one of those vessels, about 3% of the
production that goes to UniSea. UniSea has had a market share, or share of the inshore quota, its vessels have
harvested about 23-24% and we negotiate with those independent vessels twice a year, every 'A' and 'B' season,
on the fish price. More often than not there's been a stnike because the price that we've offered has not been
acceptable and they have not fished. We sell cur products, which is the important part, we sell our products to
Nippon Suisan in part, but we also sell our products to a lot of other buyers. We sell about 45% of the surimi
that we make to Nippon Suisan, but we sell 55% to independent Japanese buyers and aiso buyers in Korea,
Taiwan, China, and about 10-15% is sold in the United States. Some of it goes through our analog plant,
UniSea's analog plant in Redmond, Washington, and on through distribution there. And, [ think that's important
for you to know because there will be some allegations in front of you that Nippon Suisan is globally dominating
the surinyi market. If that were the case, they would demand, I would think, that all the surimi that we produce
be sold to them and controlled by them and that is not the case. We sell at anms length to competitors, some of
them. . .and. . Nissui also buys some product from some people in the offshore sector as well. The other concern
that will come before you is meal as a product. There will be some who will say that meal should not be
considered in the EA/RIR and should be removed 2s a product. [ don't think that's right. I think that the
document before you shows how much meal is produced and what that contributes to overall utilization, And
in the inshore sector, some will say that the reason why we have meal plants is to comply with the pollution laws.
Well, that's simply not the case. There were two ways to respond to waste discharge. One was to build meal
plants and produce another valuable product. The other, and frankly the more easy way, was to throw the
carcasses and offal back onto the catcher boat and have them sent out to the Bering Sea and dump it in a dumping
zone. We simply didn't want to do that So [ think that the argument that meal should not be counted as a product
because it was a repsonse to anti-pollution just doesn't hold weight. The third area I'd like to discuss is
employment and CDQs. We are a CDQ partner with Central Bering Sea on crab and we are hopefully a candidate
in the pollock CDAQ arena with Coastal Villages Region Fund. We have joined with the factory trawler Alaska
Ocean to put together a proposal and are in the process now of responding to that RFP, and actually have been
interviewed for a second time and hopefully maybe chosen. But, the important part for the Council to know is
that the royalty that we offer together as a joint venture was not conditioned upon the inshore-offshore allocation
that's presently before you. In other words, it was independent of whatever decision this Council makes, and I
think that's inportant to know. And, I would like to have Allison kind of provide a little bit more detail about
some of the employment that we provide at UniSea in Alaska because the document shows you numbers of
employees and wages and locations but it really doesa't show what were these jobs really like, and [ think that's
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important because some Council members, some members of the public have certain ideas about what shoreside
processing is like and I'd like Allison to go over those a little bit for you.

McFall: . . 'We do provide a large number of excellent employment opportunities at our Dutch Harbor facility.
These positions include not only the seasonal processing positions but many year-round, full time positions. And
our employees find UniSea to be a very positive place to live and work and some of the positive aspects of
working at UniSea include the strong company emphasis on treating all individuals with a great deal of respect,
a very strong policy against substance abuse, our open-door policy where employees can discuss any concems
at any time, a generous educational assistance program, very, very fine housing facilities where employees make
their homes. Our benefits package is truly outstanding. As you probably know, the housing and meals for our
Alaska employees are free, so they are enabled to save a very large percentage of their income, Our medical and
dental insurance is excellent. We also provide both a 401(k) and a pension plan which I think is very unusual.
Generous transportation policy for our employees, year-round, full time employees generally get two trips out
a year, either to their point of hire in Alaska or to Seattle. Our year-round full time positions in Dutch Harbor
really encompass a very large variety of fields, including just to name a few; production management, accounting
and administration, production maintenance, power plant and meal plant operations, inventory management and
purchasing, safety and security, environmental compliance, fleet support, hospitality, so a very wide range of a
true career position, and all of them providing an excellent annual eaming for the employees. We have a very
strong promotion from within policy; all of our positions above the production processor level are posted
throughout the company and last year over 60% of all the positions in the company were filled from within, so
many of the departments and the career opportunities that I named previously are filled eventually from people
who started as production processors. We have placed a great emphasis on owr Alaska recruiting program.
Increasingly over the past several years our HR staff has really worked hard to develop the program, We work
very closely with the State of Alaska employment security department, specifically with Virginia Klepser, the
State of Alaska seafood employment coordinator. Initially we concentrated our efforts on Southeast Alaska, but
this last year we expanded to recruit in locations throughout the state. For'A' season we went to 12 locations
throughout Alaska and also recruited, of course, very heavily in Washington state. Out of those efforts in Alaska
we hired 65 employees and m fact just this week our recruiter was here in Anchorage and hired 25 people. And,
as John mentioned we have submitted a proposal to CVRF for the 1999 pollock CDQ and that proposal includes
a commitment on UniSea’s part a very large number of empioyment positions for the CVR residents, including
a number of heurly positions that we've committed to, and an apprenticeship program for four people, and a very
nice internship program for six CVRF residents in four departments at our corporate headquarters and at our
Dutch Harbor location. Just to conclude, we 're fully committed to our employees in Alaska, providing very good
career opportunities and a very positive work environment. Thank you.

Tani: Just in summary, . . .I forgot when [ was talking about vessel ownership and vertical integration, since
inshore-offshore was in place we have actually reduced our ownership interest in vessels. In addition to the one
vessel I mentioned, we'd also had a minority 25% interest in the fishing vessel Alyeska; we no longer have that
at all, so if anything we have divested ourselves of the harvesting capacity. Be happy to answer questions.
Council questions:

Pereyra: John, f would assume that you're familiar with Nippon Suisan's worldwide operations and that being
the case, are you familiar with their operations in Chile involving salmon?

Iani: T'm only. . .I've never been involved or seen any of those operations, Dr. Pereyra. I know that they import
Chilean salmor into the Japanese market, yes, I do.
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Pereyra: Well, they happen to have a large operation over there called. . .[unintelligible]. . . Antarctica and I just
wanted to find out if you were aware of that becanse you made a comment that you didn't see them as having
some sort of a global strategy, you might say, for their operations,

Jami: No, that's not what I said at all, Dr. Pereyra. What I said was that, and I think that's a pretty good example
of exactly what they're not doing in Alaska and in the Bering Sea, and so I'm glad you pointed that out because
if they were going to follow that sort of pattern in Alaska in the Bering Sea I think they would be asking us to (a)
buy our vessels, and to (b) sell all of our products into their marketing chain which, as I said, we're not doing.
As a matter fact, ., .we've gone down since inshore-offshore | went into place. Our sales to Nissui have gone
down from about 60% down to about 45% presently.

Austin: John, you indicated that you have 12 vessels that deliver to you and I think the report points out that
UniSea is the exception, which literally doesn't own any of the vessels themselves. How do you determine each
year who the 12 are, and is there much change from year to year?

lani: Mr. Austin, there has not been much change. We have with the vessels an agreement with them that if they
either would like to add a vessel to the fleet or we would like to add a vessel to the fleet, it takes approval of all
the Ashing vessels who fish for us, so it comes at the end of each year, well, actually not year, but each season,
where we meet with the vessel owners and decide whether or not they would like to add a vessel into the fleet.
So, it's kind of an arms-length agreement with them and so far that's how it's worked.

End of questions.

4:53 pm Bruce Cotton, Cracker Barrel Old Country Stores, . . I'm vice president of government relations
of Cracker Barrel Old Country Stores in Lebanan, Tennessee, a chain of more than 350 restaurants throughout
the U.S. Most of you know me better as the senior vice president of public affairs for Long John Silvers. [ also
proudly serve< on this Council's Advisory Panel from January 1994 until my removal this past December. I'm
here today representing three major users of Alaskan pollock, fillets, and minced product in the U.S. The
companics I'm speaking for include Gortons of Gloucester, a major supplier to the McDonald's chain of
restaurants and to the U.S. retail market under its own brand, LD foods, the other major supplier of. . .[Change
to Tape 25, . .some comment lost in tape changeover] . . .The combined production and sales of these
companies account for almost 500 million fish meals made from Alaska pollock consumed by Americans each
and every year. These companies are strongly opposed to any further allocation away from the offshore sector
to the pollock harvesting and processing industry, whether through increasing the percentage of fish to be
processed onshore or through expansion of the CVOA by time or area. We support an extension of the current
program as is while the Council completes work on its comprehensive rationalization plan. We are opposed to
reallocation of the pollock quota because we are deeply concerned over the effect such a reallocation would have
on fillet production out of Alaskan waters. In calendar year 1997 less than 5% of the onshore sector's primary
production went into fillets and this was a decrease from 1996, while there were 30% of the factory trawler’s
primary production went into fillets. For deep skin pollock, an increasingly important product for the U.S. food
service market there was no shoreplant production in 1997. This is according to NMFS reports. There are two
floating processors anchored and registered as onshore plants and they do produce deep skin filtet production,
although certainly not enough to come close to satisfying this growing market. It does not appear the shoreplants
have either the intent or the capacity to produce fillets sufficient to satisfy U.S. demand. Inquiries to the
Japanese-owned shorebased plants regarding producing deep skin pollock for sale into the U.S. market have been
unsuccessful. Only one of the onshore plants has made any serious effort to produce fillets. The picture's not
much better for minced products which is used in the production of fish sticks for the U.S. market. In 1997
minced production from the offshore sector comprised almost three-quarters of the total out of the Bering Sea.
Less than 1% came from the shorebased plants. For the companies I am representing today, 100% of their
products are further processed in the U.S. creating further economic benefit to the people. While we do not have
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the specific numbers in front of us, a much greater share of the fillet production is further processed and
consumed in the U.S. than is the case for surimi blocks. If the allocation to shorebased sector is increased, the
companics [ am representing here today would be forced to buy more of their product overseas since the
shorebased sector has not demonstrated an interest in fillet production. A greater allocation to the onshore sector
would divert fillet and mince production currently generated by the offshore fleet into surimi production by the
large-scale shorebased plants which in all practical purposes are dedicated surimi facilities. It is ironic that the
Council would consider reallocation which will resirict production of fillets and minced blocks at a time when
these products are becoming more and more attractive. There is currently a critical shortage of fillet and minced
products in the world market. A reallocation by the Council restricts the U.S. industry’s ability to work to fill that
shortage. Alaska's been led along a dangerous path by the proponents of allocating more and more product to
vessels delivering onshore, increasing the allocation will only increase the dependence of the U.S. groundfish
market on the product forms and markets primarily served by the shoreside plants. The pollock industry needs
alternatives to surimi so the fishery does not follow the same path as the Alaska salmon industry. We urge you
to roll over the current inshore-offshore program. One final point I would like for the Couneil to consider. My
former Advisory Panel seat was the only direct voice the U.S. market and consumers had on this Council. Ihave
received numerous letters from members of the Council and from members of the Council family commenting
on the loss of the consumer seat. I would implore the Council to reinstate someone, but not me, I'm not speaking
for myself, but to reinstate someone with a connection to the U.S. markets and/or the end consumers to the
Advisory Panel. Mr. Chairman, I'd like to thank you personally and to thank the Council for their courtesy to me
and the time and consideration given this matter. I also want to thank you for letting a feila from Kentucky be
part of this Council's process since 1990,

Council questions:

Pereyra: Bruce, one of the aspects of this whole process that I think is not too understood is the issue of how the
secondary processors, or the tertiary sector, is able to shift, or not be able to shift, from one sector to the other.
And [ was wondering, do you have a difficulty making those kinds of switches from, say a deep skin product that
you may have developed to something which might be entirely different, out of New Zealand or something like
that?

Cotton: Well, you kaow historically our company used only cod from the North Atlantic in the early founding
of it and for many, many, many years. Then as the cod supply began to dwindle we began searching for a new
product form and it was one of the shorebased plants that came to us with a product called pollock which we
weren't too familiar with. We experimented with that and we fourd that the regular skin pollock really did not
work for our consumers or for our restaurants, but when the deep skin process was developed that our consumers
accepted that once again, We also buy fish, as I've said before this Council before, from New Zealand and from
South Africa and we find that the product can be differentiated between by our consumers which is a pretty
amazing thing to me, but they can. If we were to switch to other products it would take a whole new educational
process basically by Long John Silvers to train the customers that this is a product that we're serving now and
it's good, wholesome and tasty.

Austin: Partly following up on that is, you're indicating there's a taste difference that can be detected; is there is
a cost difference to your company, is there an economic impact of replacing the lost pollock with New Zealand
fish.

Cotton: Well, deep skin pollock sells for more per pound than regular skin pollock does, so yes there is an
£Conomic impact on us.

Kyle: Bruce, could you just tell us one more time what it is that your consumers like and dislike, fish that. . .I
think you told us at the first meeting you ever came up here,
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Cotton: What it is they don't like?

Kyle: .. what it is that they like, they like a fish that's. . .

Cotton: They like the fish that doesn't taste like fish. Sorry, but that's true.

End of questions.

5:04 pm Jim Wilen, Fisheries Economist, UC Davis. _ . .I'm a fisheries economist from the University
of California at Davis and I'm here on behalf of At-sea Processors to discuss the potential market implications
of this reallocation of raw pollock. I've spent most of my 25-year career specializing in fisheries policy issues
with a particular focus on interrelationships between fisheries policy and fisheries markets. Most of my recent
work is invelved trying to learn, for example, how fish prices are determined, particularly in the Japanese markets.
I've studied sockeye prices; I've stdied salmon inventories in Japan, T've studied roe markets, I've studied the sea
urchin market and tried to figure out how prices in Japan are transmitted down to harvesters and divers in the sea
urchin case. The other thrust of my research over the last 10 years has been in examining how policy changes
affect markets and the profitability of fisheries. For example, I conducted a study just after the British Columbia
ITQ system was adopted and focused in particular on how that was affecting the market. I think I've learned a
couple of broad lessons from locking a range of fisheries around the world. First, policy changes that are aimed
at one goal, such as stock conservation or employment or different user groups, very often have unintended and
unforeseen effects on the market, Second, these market effects can have of course substantial impacts on resoutce
barvesters and others who make their living from public resources. Now, why is this important in the inshore-
offshore debate? Well, because I think that once again the market implications of this reallocation haven't been
given serious enough attention and it's possible that we're setting ourselves up for adverse consequences by not
thinking about this more carefully. Let me walk you through my thinking that's led me to this conclusion.

Basically, my view of these two sectors that harvest this resource is that they feed raw product into two quite
different production, marketing and distribution systems. The inshore sector is one that is tightly linked into and
dependent upon the Japanese marketing system. The inshore sector is essentially a first stage in a production
chain that converts surimi into a range of end products in Japan. Most of the profit in this system is earned in
Japan in the value-added activities that are associated with processing and distributing the final products to
Japanese consumers. This marketing and distribution system is dominated by two very large fisheries
conglomerates who own processing, storage, distribution, retail and 2 whole range of supporting and peripheral
industries. The reach of these two firms extend far beyond their immediate ownership interests because they also
act as price leaders in this system. It's common knowledge among all people who sell into this Japanese system
that these two large fisheries product conglomerates do things like set price ceilings, they announce maximum
prices and use other overt and covert signals that serve to discipline the rest of the market. Now these practices
of course are acceptable in a long standing tradition in the Japanese business culture and from their standpoint
of course they make perfectly good sense because they have a very hungry food production and distribution
system which basically needs secure volumes of low priced raw inputs. But being subjected to those business
practices is not necessarily in our best interests as U.S. citizens, for obvious reasons. First, by becoming
inflexibly dependent on that system we end up simply on the receiving end of a marketing and distribution chain
in which the profits are made and retained elsewhere. Moreover, when market conditions shift in such a system
such as in the recent Asian financial crisis, we bear a disproportionate risk because we haven't got a diversified
portfolio of buyers to sell into. Let me talk a little bit about the offshore sector. The offshore sector of course
is also dependent on the Japanese market for its surimi sales. There are in my mind two important differences
between the inshore and offshore systems, however. The offshore sector is independent of the corporate structure
of these two large conglomerates. The offshore sector actively works around major players by cultivating sales
arrangements with other secondary buyers in Japan. In addition, the offshore sector converts and sells its raw
product into a broader suite of non-surimi products including high-valued fillet products processed and marketed
in the United States and other countries, as the previous marketing expert testified. As a consequence, when
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surimi market takes a downturn, ar when fillet prices rise, the offshore sector can react and move more inte other
higher income earning opportunitics. Now, I need to point out, of course, that the offshore sector also has a
reasonably large Norwegian entity which markets surimi as well as other fillet products. But in this particular
case we have to regard this as a good thing from the perspective of U.S. consumers because essentially having
another integrated and flexible fisheries company that markets across a diversity of products generates more
competition for the raw product, which is in the end what we sell. Now, where I ead up on all this is fairly simple.
There seems to me to be nothing to be gained and perhaps something to lose by shifting raw product away from
a marketing sector that's characterized by lots of players marketing a range of surimi and non-surimi products
into a range of buyers, other than the big two, towards a sector that's largely dependent upon two large
conglomerates whose fimdamental interests are in procuring a large volume of inexpensive raw inputs. This isn't
a decision it strikes me that a private business person would make and it doesn't strike me as a sensible decision
that we should make with a public resource. Now, I want to wrap by saying that I want to make clear that I'm not
making an anti-big business statement here, 'm not making anti-vertical integration arguments, or an anti-
Japanese argument. I'm simply arguing that we as U.S. citizens that effectively own this resource ought to be
trying to increase rather than diminish the competition among the buyers, of our raw product. Taking resources
away from the very sector that provides a countervailing force to the two large sunimi conglomerates is clearly
not the way to do this.

Council questions:

Pereyra: Dr. Wilen, in the last statement you made about what the U.S. should be concerned about in terms of
maximizing the value of the resource, we've been talking a lot about the differences between the nation and
Alaska, or I should say Alaskan and non-Alaskan. Is that issue embodied in this, or is that a separate issue?

Wilen; Well, that's a good question. I've been coming up to Alaska and working on Aljaskan, and keeping abreast
of, Alaskan policy issues for 25 or 30 years and I know that there's a pervasive perception among Alaskans that
their interests often_ . .[uninteiligible]. . .with those of non-Alaskan citizens. And I've tried to think of that issue
in the context of this particular inshore-offshore dispute, and when you start thinking about all the players
involved and all the different elements, it starts o drive you crazy fairly quickly. I've come up with a way that
I think makes sense to think about it. And, that is to first put on my hat as aU.S. citizen, and ask the question,
what do we have here and what should we do with it. And, the way I view this, we have a resource here that
effectively makes us like comn farmers. I mean, we're producing a raw product and it in some sense is really in
our interests, as it would be to com farmers, to have cereal conglomerates and feed manufacturers slugging it out
over our raw product. And so basically, we're sellers in the same sense that a com farmer is a seller and it makes
sense 1o generate more competition for the raw product. Now, I raised the question, what kinds of markets do
we have right now for raw product here in Alaska and actually we really only have one competitive raw product
market here, that's the CDQ fishery. It's new, it's green but it's competitive in a sense that both inshére and
offshore sectors compete from that raw product and the beneficiaries of that of course are the CDQ who canbe
thought of as the owners of the resource in that particular case. Whichever sector, inshore or offshore, generates
the most value from its suite of products, basically affords it the ability to bid the most for those CDQ
opportunities. But, whichever group wins the bid, the CDQ communities benefit of course from this. I wantto
talk about this particular market because this year [ understand that the price of CDQ fish is $250 to $270 a ton.
In some sense this is the only barometer we have bere in Alaska to tell us what price raw fish fetches in a
competitive market. Now, I want to contrast what's going on in a CDQ market with what we see in the inshore
market. What price is being paid to harvesters in the inshore market - about $170 a ton. And this exactly
llustrates my point, which is basically the competition among buyers and market structure ultimately have a big
influence on prices. In the CDAQ) fishery, the competition is open and vigorous among a large group of different
players. In the inshore sector prices are comparatively lower reflecting the corresponding lack of competitive
forces there. We have in some sense dedicated a big chunk of this resource to a system that doesn't exhibit
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adequate competition within itself to bid raw product prices up and that's why I think you see CDQ prices of $270
a ton and inshore prices at $170 aton. . .

Lauber: .. Just a. . .this is all very interesting, but I've really forgotten what the hell the question was originally.
. .are we poing to get the answer here pretty quick?

Wilen: Well, I was just going to answer the question. . .there's a long, . .my thinking on this, 1 said [ first put on
my hat as a U.S. citizen. And the conclusion there is, of course, is that good and vigorous competition for raw
product is a good thing Now, 'm not Alaskan, but I'll put on a hat as an Alaskan. If you're an Alaskan, the
question is what are we getting out of this resource. Well, we're getting some jobs, we're getting CDQ benefits,
and we're getting some benefits to some Alaska harvesters, and we're getting, importantly, raw fish taxes. Now,
the bottom line here is that all of those things to Alaska are in effect connected to a vigorous raw product market.
And Alaskans would benefit most from a vigorous raw product market and in that sense, the interest of the U.S.
citizens and Alaskan citizens are basically the same.

O'Leary: Doctor, I don't know that I could agree with you that, although I'm sympathetic to some of your
arguments, the issue on CDQs versus the product that's being paid for on shore. My experience in the industry
is that because of the nature of the way the CDQ fishery is being prosecuted that tends to have at least some effect
of having value to that product to the people that are producing that. And therefore it might, it seems to me, mean
that they could afford ic pay a little bit more forit. You're talking about an open entry fishery at one point where
people have to put a whole bunch of product through 2 plant all at once and then marketing it, versus a much more
orderly planned fishery where you can sort of maximize your potential. I guess. . .it's just 2 comment, I'm sorry,
Mr. Chairman.

Wilen: Actually, I'd like to respond to that because I think that's clearly the case. People I've talked to who work
in the CDQ fisheries say that there are benefits to them in participating in that, for example tuning up their vessel
for the open access fishery. It's also the case, of course, that people who bid CD(Q contracts offer other things
which in fact reduce their bid a little bit. I guess the point I'm raising here is that I know that some onshore plants
are willing to pay $250 to $270 for CDQ fish. They, if they successfully win those bids, also have to pay
harvesters to go out and get them, another 80 bucks aton? So, they're willing to pay for CDQ fish, $350 a ton,
but they're only paying their own harvestess inshore $170 a ton. Now, we can talk about numbers here, but there
shouldn't be that big a disparity.

Benton: Dr. Wilen, I have two questions. One is, you've made a number of assertions and as Rebecca Baldwin
reminded us, everyone has been over this information a fair amount and has had plenty of opportunity to know
they're supposed to bring their information here and make it available, And, I'm curious whether or not you have
and can supply us with the supporting data for the assertions that you've made and if you could do so, I for one
would like to see it.

Wilen: Which assertion in particular, I mean, part of what I argned was simply that competition is a beneficial
thing and in fact in some sense the thrust of what I'm saying.

Benton: Any supporting data you have for your testimony, can you supply it?
Wilen: Well, I could, if I have another opportunity to, sure,
Benton: Well, I mean after the meeting, or whenever, or to the Council staff.

Wilen: I can supply it at the next meeting; if you want a numerical ivestigation, for example, of markets,
margins, those sorts of things.
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Benton: This my second question? I guess it is. . .I wanted a little clarification of what he meant by his data. .
.[Lauber responds, but is away from mike, can't hear]. . . O.K., have you developed numerical analyses to support
your testimony yet and if you have, can you provide it to us now or within the week, or . . .

Wilen: Well, I haven't made a numerical testimony here, basically,

Benton: One other question, then, Mr. Chairman. Q.K., I also understand that you're involved with Dr, Terry
perhaps to develop the long-term economic data program that the Council, or the National Marine Fisheries
Service, may try and implement to provide the Council with the kinds of infermation we've asked for. Is that
correct?

Wilen: That's sort of comrect. Thave a colleague at the University of Califomia, Doug Larson, and we both have
a pretty active fisheries research program and this particular contract that Doug and Joe Terry worked up
basically and ] was involved initially in sort of thinking through what kind of things ought to be gathered, but I'm
not really playing an instrumental role in the project itself. ,

Benton; And, that's under the aegis of the University at Davis, not under your current contract, right?
Wilen: Yes.

Fluharty: Dr. Wilen, does any of your work. . ., you mentioned you've been looking at Japanese markets, and
perhaps others around the world. I think in light of what Mr. Benton is asking, is what kinds of information is
there out there in terms of studies that demonstrate the ability to make the kinds of market control that
theoretically I think we all understand are possible, but, what evidence do we have that this actually occurs. 1
think that kind of would be helpful to the Council, to have your insights as to what's available, what can be said
along those lines.

Wilen: And ] think the kind of information that would be important here and the kind of information that is
tmportant, actually, is for example a comparison of patterns in wholesale prices and patterns in exvessel raw fish
prices. The data that I've looked at that pertains to the pollock fishery show basically a nsing margin between
those two. In other words, exvessel price has been relatively flat, wholesale prices are trending upward somewhat.
But margin analysis of that sort is the sort of thing that you would be looking for because in a competitive system
with enough sufficient competition among buyers, what you'd se= is an exvessel price tracking a wholesale price.
So, wholesale prices are moving up and down, you'd see exvessel prices moving up and down, too.

Pennoyer: Jim, I guess in following up a little bit on what Mr. Benton asked you and I'm still unsure of what we're
ending up with. Are you presenting a report to the Council at some time, or we simply taking this as expert
witness testimony, and have to evaluate it with no other follow up. While [ agree your testimony wasn't strictly
data driven, there are a lot of things that were based on studies you have dene that are not accessible to us
directly, so I'm still unsure where we leave all this.

Wilen: Well, as I satd, in some sense what I'm arguing doesn't require much more than common sense. It
basically requires you to believe that there are people out there looking for profit opportunities ard that they
exploit them and that in a situation where you have a raw product that's used up a chain of subsequent secondary
and tertiary products that, when there's vigorous competition in the marketing chain, the activity of that gets
passed down to the raw product and that's something that agricultural economists know, for example, when
they're looking at the mechanisms by which changes in food demand affect the demand for corn on the farm. So,
I mean, in some sense I'm trying to present something I think is based on a very few set of simple premises which
not too many people can find objection to.
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Pennoyer: As a follow up and sort of a second question, the answer then is yes, you're testifying as an expert
witness, no there won't be a written report, and so I should get a print out from the Council record if [ want to
recall what you said.

End of questions.

Kyle: Mr. Chairman, just for clarification. We're receiving public comment, aren't we? Not testimonry, expert
testimony. . .it's public comment.

Lauber: Public comment, technically, ves
[miscellaneous comments]

Pennover: Mr. Chairman, [ remember I/O 1, when I think the Chairman reminded me that the record 1s the record
and so it's all part of the record and you need to use it as you see fit in making your decision.

Lauber: Technically, I guess the terms the way we use them are interchangeable, but I've heard both used.

Pereyra: A comment following along this dialogue going back and forth about whether or not there are numerical
models available and, you know, a lot of people are making presentations to vs and they aren't providing us with
any information, 1 mean, it's just testimony and I think we view it as that. . [unintelligible]. . .documents or
something, you know, we have that for a record, otherwise we just have their. . .

Pennoyer: .. .Dr. Wilen. . .because I certainly appreciate his testimony; I wasn't inferring I did not, and I don't
think Mr. Benton was either, I think we were trying to determine if we're getting something else to follow up on
or how the Council should recall that testimony and use it. Thank you.

Benton: Mr. Pennoyer summied up what [ was after. [ just wanted to know whether the gentlemen had, because
he's an expert, whether he had further professional analyses that he'd put together or not.

Recess for the day.
April 24, 1998
{Change to Tape 26]

3:15 am Glenn Reed, North Pacific Seafood Coalition. . . I'm here testifying today on behalf of the North
Pacific Seafood Coalition. We're a group of shorebased processors, two mothership floating processors, and
catcher boats. I'm speaking today in favor of the document before you going out for public review. I passed out
the morning, or Helen did for me, a small packet with a clip or it with some information that I wanted to go over
real briefly before I get into my testimony on the document. The slide up above right now is from those
documents that 1 passed out to you and they include a variety of information about one of the large companies
mvolved in the fishery, American Seafoods. You've received documents over the last week or so characterizing
Nippon Suisan's parent, Nissui, and Maruha, the parent of Westward Seafoods and partial owner of Alyeska
Seafoods as having a global vertical integrated strategy to control this fishery specifically and possibly others as
well. This mission statement above on the screen is from American Seafoods and the only thing it doesn't include
is their global strategy, I guess. I've also included a copy of the website of Norway Seafoods, this strategy is from
the ocean to the plate. If you'll look at the website of American Seafoods, on the back page it lists a shipbuilding
company that they own 67%4% of, that's severat of their vessels, the American Triwrnph, the American Empress,
Arctic 1, and American Monarch, so they're integration seems to reach into the shipyard and capture some value
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in that part of the chain as well. I've also included, as a result of my understanding that you've received
information about salmon as well regarding these Japanese companies, I've enclosed some information on salmon
farming and Norway Seafoods continuing a growing investment in that indusiry in the back of vour packet for
you to look at your convenience, though it's not part of this discussion specifically, This issue of vertical
integration has been interesting and troublesome and ['ve been listening with a lot of interest to the testimony that
you've heard from professors of ecoromics and on down to the line to people like myself who take 2 little simpler
and less educated view of these things. [ was interested to read in the Wall Street Journal this merning an article
on corn wheat prices drop. . .[unintelligible]. . ., talking about futures and inventories which weren't discussed
much in the talk yesterday. One of the things in this article form the Journal today says, ‘outside the volatile world
of meteorology, market participants remain concerned about the Asian economic situation which has dragged
down agriculture commodity prices throughout the year." And, I'm not sure if that's what was being insinuated
by the discussion on corn yesterday or not; I don't know if the Japanese are controlling our com market, too,
seems like it might be a possibility we should look into to. To move on to the document, I only have four points
that [ want to go over today. Those include utilization, value, employment, and taxes and fees. These are points
that we have consistently tried to bring to the attention to the Council and others involved in the process as they
may affect the allocation of the Bering Sea pollock resource. Starting with utilization, from the April 19938
Council document, page 85, the utilization rates above, indicate a consistent and growing trend of a gap in
utilization between the inshore sector, the true mothership sector, and the offshore sector. And, as been
mentioned before, there has been issue taken with the use of meal in these utilization numbers. As meal becomes
more of a integrated product in industries beyond farming of fish and into farming of chickens, pork and beef,
it's becoming a more valuable product and we see its price going up on the world market and I think it's critical
that it continue to be included in any valuation of utilization. As we've been encouraged, if not forced, to make
use of all the products, I think it's important to note that the shorebased processors have been inventive in ways
10 recover costs from utilizing what was formerly considered waste and compare that to a dramatic difference in
the offshore sector. In the value-per-ton of pollock in the Bering Sea, my chart here combines the mothership
sector and the inshore sector's value, not on a weighted scale. I didn't weight it at all; I took the total value per
ton out of the document, I added it together and divided it by two, so it's probably a little lower than it would
actually be if it was weighted. It's still about 6% higher than the value per ton in the offshore sector and I think
that's. . .it's interesting to me because up until this point in this process we have been consistently accused and
referred to as getting less value and making less valuable products and on and on and on, so it was interesting
to us and somewhat of a surprise to me personally that this number came out this way. Most of the discussion
has been focussed on it being just the opposite. The employment issues seems to be one of the key and critical
issues in the debate. From the Council document, updated employment information paper dated April 17, 1998,
based on offshore information provided by the At-sea Processors on onshore information provided by the
Department of Labor, we noticed again a dramatic difference. And while these numbers differ from some other
numbers that have been presented, the trend seems to be very consistent and they track the work of Impact
Assessments, while they mention that one may be related to an FTE component and another is a year-round
employment figure, there's a trend regardless of the measure used, of consistency between the percentages as well
as the dramatic difference in numbers. Another issue that's come up in the wages is the issue of family wage jobs
versus kind of, quote, unquote, six bucks an hour, I think it's important to note in the information before you on
the inshore sector in the Impact Assessment study, the wages for Alaskan residents are dramatically higher than
the wages for non-Alaskans and the opposite scems to be the trend in the offshore sector. I was also confused
1 guess a little bit by the job opportunity value of a job and the information presented to you by the at-sea
processor, the factory trawler group, in that in the AP the job opportunity was described not as wages earned by
people, I think it was about $13,000 a year was the average they published and put in the paper to you, that's not
actual wages, that's the opportunity that anyone who worked for any part of the year would have earned had they
worked for a longer year if they had chosen to. [ think one amendment that could be made to the document that
would make it more valuable if we just put what people earned if we're going to use historical data, and not what
they might have eamed had they made different choices. That seems like a. . .that seems ridiculous; to me it
seems like a way to twist a number that's not very real. If they didn't take it home, why put it in there. I think it's
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clear that at the entry level offshore jobs based on harvesting and processing of the pollock pay more than onshore
jobs based only on processing. We've tried hard to interject some of the wages for the catcher boat fleet to
balance the inshore $6 an hour processing entry level job with the catcher-processor, . . . crew share/hourly job,
in some of the information there was a July study done in part by the Council that shows pollock offshore catcher
boat wages average about $60,000 a year. Those are not included in these numbers and I think it's important for
you to note that and if there's a way to include them I think it's important to try to do that. In taxes and fees,
particularly around Alaska, this chart [referring to overhead) isn't entirely complete, but it gives an idea of the
trend and 1 think it's clear that where processing occurs by floating processors close to shore or by shorebased
processors, and that's compared to processing that's occurring beyond three miles, the advantage to the impact
on the communities and the people in coastal Alaska is again dramatically different between the sectors and your
document, I think outlines that real clearly and the chart up there just tries to pull a few of those things out. Some
of them are variable and some of them are fixed. According to the Council document, there's a 17% average
leakage in taxes from the offshore sector. While that includes both true motherships and factory trawlers in that
data because of the time that it was gathered, there was a suggestion made yesterday that those be separated. 1
would agree with that suggestion, that if they can be separated let's do it and have a look at that and I think it will
be telling as well. Thank you, Mr, Chairman.

Council questions:

Behnken: .. .Glenn, I guess [ am a little surprised to hear about the offshore involvement in salmon farming.
It's the first I've heard and have actually seen in print, oh, newsletter, special supplement to the Fair Market
Report, that the offshore sector does not have any substantial involvement in salmon farming. Is this involvement
of the Norwegian parent company of American Seafoods, is that something new in the salmon farming, or kas
that been an ongoing involvement?

Reed: .. .Ms. Behnken, I don't think it's new at all and I was surprised also as I received a copy of the Fair
Market Coalition's report. . .actually I wasn't surprised at all, but I was discouraged to see that report not mention
the offshore sector's myolvement in salmon farming and even more discouraged and frustrated and upset to see
that they had mentioned it in a way that indicated there was no involvement. I actually called their office, a very,
very short time after I received that document on the fax and talked to them at some length. I faxed them this
information and some other information that's older than this information and asked if they would print it. They
invited me to write them a letter to respond to them. After reading the quote taken out of a letter that had been
written to them previously on another issue I chose not to do that and just asked that they print these documents
that you have before you and try to balance the argument that way. And I hope they give a full page on this
information as they did on the other information which as it tumns out was completely inaccurate. Other
information I'm trying to find, I think there's also a large amount of investment from this Norway fish farming
company i1 Canadian fish farming, a little closer to home, so those are the kind of things I'm trying to help them
provide. . .provide to them to add some balance to this document they send out periodically that gets a very wide

audience.

Pereyra: Glenn, when you were speaking just earlier about this leakage issue, I was wondering, [ know that the
shoteplants in your coalition certainly make significant contributions to Dutch Harbor and Akutan and they pay
significant taxes and that's certainly self-evident, but you have some motherships that are in your coalition also
and I know there has been a significant amount of product which has gone directly to Japan which has resulted
in tax leakage and I'm wondering if that is a concern to you.

Rged: .. Isuppose that it would be a concern to me as a long-time Alaskan of any leakage of taxes. During my
brief government career 1 worked hard on passing that landing tax law that was fought vehemently by the offshore

sector for three years before they finally decided to start paying it. And, in the case of the motherships, two of

the motherships have consistently paid that tax since it came into being. One of the mothership make a business
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decision each year as to what's better to do for their company, to take the product to the market in a vessel that
was designed to do that, or whether to pay the taxes, and as you mentioned, in 1997 they paid taxes, this year they
didn't. This year they donated $120,000 to educational programs and Steller sea lion research in lien of those
taxes and they've indicated their intent to continue to pay that. The leakage, it concerns me from in a sector that's
currently harvesting 55% of the resource more than it concemns me in a sector that's harvesting somewhere in the
neighborhood of 10% of the resource and on a percentage basis, as I mentioned, I'd like to see the difference
between the motherships and the factory trawlers broken out so we can have a look. So, the short answer is yes,
and you just heard the long answer.

Pereyra: ; . . Ithink it's good that they're now paying taxes. There's about a half a million dollars in back taxes
that haven't been paid, but regarding the mothevships, what sort of . . . 1 mean the shoreplants certainly made very
significant investments in Dutch Harbor and Akutan and King Cove and other places that are certainly very
important to those communities, but what sort of investments of the mothershps made that are in your coalition,
what sort of investments have they made in Alaska?

Reed: .. I think I'd agree with you that it's important  First of all, to respond to your first comment that they pay
their back taxes. Again I'd like to reiterate that two of the motherships have paid 100% of the taxes on their fish
since the tax came into being and neither one of them sued the state for three years to try to not pay them. As far
as the shoreplants having an impact on the communities of Dutch Harbor, Dutch Harbor-Unalaska, and Akutan,
I think it's important to mention that all the communities of Alentians East Borough, communities in the Gulf,
are affected in some way by this pollock fishery, either directly or indirectly. Most, though, include several
communities of the Borough, Akutan, and Unalaska and I think it's important not to forget them, As far as the
investment made in Alaska, as you know the shoreplants have invested about a half a billion dollars in
infrastructure and plan development and improvements over the last ten years of this pollock fishery, much like
the factory trawler fleet, the motherships are based in Seattle, they have office locations, at least one in Dutch
Harbor, one of them remains an Alaska incorporated company, they pay corporate income taxes. I think one of
the differences is that one of the offices that one of them has in Alaska has been opened for a number of years,
so while in testimony yesterday [ think the motherships indicated they invest their capital in their processing
platforms and that's their business decision as well. [ think in the offshore sector factory fleet the same might
OCCU.

Austin: . . .Have you had an opportunity to look at the AP's recommendations to corrections they'd like to see
in the McDowell report?

Reed: . ..Jhaven't had a chance to read and look at that, no sir,
Austin: Then I can't ask you if you support them, can 17
Reed: You could ask me if | support theps, I guess, but [ would just. . .

Lauber: -would suggest you review that fast slide, on taxes. Ifyou use that again, maybe you should take a look
at. . ] think the first item at the top was business, which is the. . .actually the fisheries business license tax, you
list 3% inshore, I think you'l find it, that's 3% and 5% for inshore floaters. O.K.? The other thing that you listed
is landing tax, and you list that under the offshore fleet that lands, that 3.3%, but I saw nowhere the inshore tax
assessment for Alaska Seafood Marketing Institute which is actually, corresponds to that .3% that's on the
landing tax, so you're. . .to my knowledge at least to that extent you're incorrect and of course you don't get
deducted for that because it was incorrect to your detriment, not to your benefit. . .in other words, you should have
pointed out the taxes are higher.
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Reed: Thank you for correcting that, Mr. Chairman, I guess that might illustrate one of the issues related to
employment in this debate, and that is that regardless of what happens, I lose my job.

Lauber: Yes, but | might respond to that, the way we've been going, you will be back. Inshore-offshore 4 is just
over the horizon.

Samuelsen: Glenn, did you finish your presentation? I notice you had a number of overheads there.
Reed: ...Yeah, | finished with the overheads and I was pretty much wrapping up when the red light came on.

Samuelsen: Well, 0. K., good timing. I was going to request that you be allowed to present the other overheads
if you had them. Do you want to see the document go out as written with the AP's recommendations?

Reed: Yes, sir.
End of questions.

8:35am Doug Christianson, Arctic Storm. .. .I'm the President of Arctic Storm, Inc, Arctic Fiord, Inc.,
and Seastorm, Inc., all participants in the offshore sector. I'm here this momning to give testimony regarding the
impacts of any reallocation between the onshore and the offshore and the inadequacy of the current document
before you and the use of that document to make a informed decision that's in the best interests of the nation and
the state of Alaska. I don't believe that the Council has basic cost data or current market information to begin
to understand the various impacts associated with any change in an allocation. The document that's before you
advises you that impacts are expected to be proportional to the allocation changes considered. I strongly disagree
with this statement and the noticn that atlocations being considered are so small that net impacts to the nation
from any of the alternatives will likely be significant. The necessary data has not been gathered to support this
opinion with any degree of reliability. Reducing the CPs from 55% to 50% will result in a nearly 10% reduction
in our harvest and our gross income. The nature of our industry is such that fixed costs are very high. As aresult
the last fish we harvest are those fish that add anything to our bottom lire and its these fish that are the subject
of areallocation. In the current market situation all the companies in the pollock industry are having a difficult
time. With a reallocation, it's the companies such as ours, a small-to-medium sized factory trawler company that's
going to have the greatest difficulty surviving. Ido not believe it's a proportional impact for one business to
survive and another business to fail. Nor do I think a business failure is an insignificant impact, and I'm
concemed that these issues are not being analyzed fully. It's been documented that since 1/0 1 the shoreplants,
the actual amount of fish that they have harvested has remained relatively constant and the amount of fish that
the true motherships have harvested has decreased slightly while the amount of fish that the CPs have harvested,
and especially the snrimi CPs, like the Arctic Storm and the Arctic Fjord, has declined sigmificantly. And1do

not believe there is no coincidence in the fact that we've had eight business failures in our sector while the

motherships and the shoreplants have not had a single business failure. The information before you is dated
basically from ‘91 and '96 and while that's valuable data that you need to use during your deliberations and the
public needs o see it to make their comments, you simply cannot ignore the current market situation in evaluating
the likelihood of any impacts of a reallocation. In 1997 and continuing through today we've seen an incredible
collapse of the Asian economies such as Indonesia, Thailand, Korea and Japan. These are the primary markets
to which we sell our products or their markets which have an impact on our primary markets. The current yen
value of surimi has dropped at ieast 25% in the last six months, and possibly more. The value of this year's roe
pack was 25-30% lower than last year. Most of the CPs in our sector have not yet sold any of their 'A' season
product. For our company this is a .umprecedented situation. We're carrving inventories that we have never, ever
had to carry in the past and it's putting a tremendous amount of strain on our company. Not only has the yen
value of the products fallen, but the dollar, the U.S. dollar has strengthened over the last 12 months by nearly
17% and this has a direct impact on our bottom line as well. These economies that I'm talking about, those in
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Korea and Japan, which are our primary market, they're not going to turn around quickly. It's going to take
months or years for these economies to turn around and this data must be considered in determining any likely
impact from a reallocation. If stability is what is desired in this industry, and [ think we ali believe that that is
what's desired in this industry, then you should not make a change in the allocation. Any change in the current
allocation is destabilizing and the Likely impacts have simply not been addressed in the document that's before
you. Idon't think the impact on the CPs as I've just discussed has been adequately addressed. I don't think that
the impact on the crews of the CPs have been adequately addressed. For instance, the crews on the Arctic Storm
and the Arctic Fjord, with a shift from 55% to 50%, the crews on my two toats alone in the first year will lose
$925,000 in annual wages. QOver a five-year period, that's nearly $4.6 million and extrapolating that out to the
entire CP fleet, that's in excess of a $50 million hit int wages, wages that I think we've demonstrated are not
directly transferable to the onshore sector. I think that these sorts of things need to be better addressed. In
closing, I think it's important to have the diversity and the competition in the marketplace and if you reduce the
competition, then you're relying heavier on price negotiations between the remaining participants which are going
to be primarily dominated by a foreign parent corporation and its U.S. shoreplant subsidiary. Thank you.

No questions.

8:43 am Dave Fraser, American Independent Fishermen. . . I'm here on behalf of American Independent
Fisherman but I wanted to start out with a personal note. One of our vessels is the Tracy Ann and it didn't get
listed in the table of ownership in the back; it is an American-owned boat. But, just thought I'd put up a brief
history of our market over the last period since imshore-offshore was passed. The first one bankrupt, mothership,
Royal Seafoods went banknupt, fished for the Valiant for a while, and they lost that boat to American Seafoods,
fished for Cold Sea for a while and they went bankrupt and then the Brown's Point and they ended up bankrupt
and we sold to [unintzlligible] when they were managing the Victoria Ann, they went out of business, sold to
American. So now we're fishing for American, so I don't think you need to worry too much about American being
around much longer, and if we go shoreside, we can deal with the Japanese problem, too, so. . . That's all on that.
But while the Tracy Ann's invisible in the document, Darrell's going to fix that, but the under-125 foot sector
itself has been shrinking since 1992, inshore-offshore didn't protect them. Excerpts of a couple of things that are
in the EA, our fishing time collectively has dropped from 1245 (?) weeks to. . . [Change to Tape 27--Jost some
in the changeover] . . .ownership of its fleet, and other than that company, the low end of the range is 45% of
the vessels and the high end of the range is 86% of the vessels, has some company ownership or control,
according to the analysis, so there's been a loss of independence. So, I'd speak to what that meant for the flest.
[Referring to an overhead) Prior to inshore-offshore we had a farge fleet of independent boats and a few company
boats. The value of the products from a ton of groundfish was about $444 in the wholesale mode and the
exvessel price back then was about $187 per metric ton, about 42% of the final value. Over time, 1994, there's
alittle better utilization shoreside and the amount of products generated, their value was up a little bt to $484.
Meanwhile, the price to the fisherman was down to $170 which is about 35% of the value of the finished
products. By 1996, utilization rates were continuing to increase shoreside; the value of the products generated
reached $593. Meanwhile, we were back to the original price of $187 per metric ton, but the ratic now is down
10 32%. So, if we had retained our independence somehow by having the freedom to sell into competitive markets
where price is what brought fish to a buyer rather than a mandate, perhaps we might have retained that 42% share
of the value of the product and even now getting $249 per metric ton, which is about a spread of about $98
million over the course of the fishery, This net result of, well it's correlation I guess, but, as the percentage of
company-controlled boats is increased, the potential revenue share has also been decreasing, That could be
explained a couple ways. One is that there's a loss of bargaining power when the fleet is in large measure
company owned, it could also be explained by the extra value being created in terms of a wholesale price for the
finished product, involves some significant cost to produce, so there isn't a net benefit to share with the fishermen,
maybe the fishermen are getting all that's really on the table. But if that's the case, it speaks to the issue of net
benefits rather than looking at gross sales. But in any case, if it is a matter of reduced price because of reduced
competition, the value that the resource could have, that would be in tum taxed, would be significantly higher and
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would have been a benefit to both the independent fleet and to the state of Alaska as a tax base. The Advisory
Panel recommended that you consider another alternative, Alternative 4, which would be based, if you go back
to Alternative 3, it has a bunch of sub-reserves for vessels under 125 feet in the shoreside sector, for vessels
delivening to factory trawlers and a mothership sector. If you combine those amounts and provide a free market,
free choice sector for vessels under 125, that would go a long way to creating a vigorous and competitive market
for the catch of independent boats. The box at the bottom of the table here is looking how that alternative passed
by the AP would function with the range of percentages listed under alternative 3 and how they combine. [
included in what got passed out to you, a page that also looks at a couple of the other options that were different
from a 35/65 split and so there's a matrix of where these numbers could fall out. My personal interest isn't to
push for major reallocations and so I've highlighted for you an option that is pretty much based on the status quo,
35/65 split, but you can see how the other alternatives would work. And that's the last slide.

Council questions:

Kyle: Dave, I'd be curious to know, two questions, but first, the AP identified the 125 foot length category as an
area to perhaps allocate to. What if up to 155 was included and why didn't you include that, or it just didn't come
up, or what would be the impact of stretching that to 155, which is another data point in cur docursent, reaily.

Fraser: It is the sector under 125 who's suffered the most erosion over time in itg share of the catch. The boats
up to 155 have been the ones that have been growing in terms of their sector of the catch. If you look at some
of the new big boats that have come on line, actually over the 155, too, but like the Alaska Command, it appears
that given their packing capacity that that boat alone could harvest 6% of the inshore quota. So, those are some
big hitters there and even at the 155 or 150 break, what you don't have in the document is a tankage chart to show
you what the packing capacity of various sized vessels might be, but I think if you had that, you'd see what a
spread that is. The other factor is, there's been a lot of people in the wnder 125 foot sector who have been
grousing and wanting to maintain their independence, they tend to be more the family owned, sort of partnerships,
and what not, and as you increase into the bigger sector, 1 haven't heard too many of those folks coming forward
and asking for market freedom and they're mostly pretty tightly related to their markets whether through
ownership or long-term contracts. The one thing I would say is that, . .I was thinking about this later, in the
offshore sector and in aiternative 3 in your document that reserve is not spelled out as being for under 125, and
there's a little bit of catch history by boats over 125 in the offshore sector. I started thinking about that last night
and it may not be quite appropriate to exclude them entirely from that, you know, their historic participation there.
So, you might set aside a couple percent of that what had been the reserve for catcher boats delivering to factory
trawlers as a free choice market for the over 125 boats, but you'd want to relate it to their catch history and in the
mothership sector it's almost zero and in the factory trawl sector it's a couple percent.

Kyle: My second question then is, as a representative of the American Independent Fishermen, and knowing
what's really looming in the background behind all of this, which is a monster to some and a panacea to others,
I notice in the document that the catcher processor sector does not rely on catcher boats when they're fishing
CDQ, and I just wondered how you feel about that, where's the future of catcher vessels down the road?

Fraser: In terms of participating in CDQs?

Kyle: Well, or any similar type management regime. As I said, the catcher processor fleet doesa't seem to need
catcher vessels to help feed the plant when they're fishing in a CDQ mode, so. . .

Fraser: That's correct, and I think that will continue to be the case. Idon't think that vessels participating in
shoreside CDQ arrangements actually receive much over their just basic opportunity costs, so that it's pretty much
a wash to participate unless yon have that vertical integration, whether it's between a shoreplant and the catcher
boat or between a self-integrated factory trawl unit. I think there isn't much fikelihood that that will change in
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terms of factory trawlers with CDQ partners using catcher boats, but [ think more importantly to us as catcher
boats, if our fish was our fish and we could choose to follow price and where we delivered that fish, [ think there
would be competition for our fish like there is competition for CD(Q fish and that would give us status. I'd just
be happy to have that kind of competition and let CDQ be on its own.

Pereyra: Dave, looking at the options we have before us, and of course including this also, and the objective of
this option, right now I think, I don't know if my statistics are right, but I think the independent catcher boat
portion of the offshore CP quota is somewhere in the neighborhood of 8% of the offshore CP quota?

Fraser: Yes, you've got to be careful how you express it, whether you're expressing it as the TAC, the ofishore
sector including motherships, or the offshore sector without motherships, and the number bumps around, but. .

Pereyra: But we have a range that in our options goes between 9 and 15, which puts the entire range slightly
above where they are today. And the question is, if the point that was selected if in fact that option were to be
selected, if the point were, say, 50% higher than where it is today and it becomes a fixed minimum, doesn't that
automaticatly create a somewhat competitive environment to enhance the position of the smaller independent
offshore catcher boats?

Fraser: Yes. From nity personal perspective delivering offshore I wonld really like that kind of situation so that
my catch was of clear value to a factory trawler. [ think from the perspective of the health of the fleet as whole,
the under 125 fleet, the alterative 4 is better, it does something for everybody, not just for the ten or so catcher
boats that deliver to the offshore sector, but if you don't go with alternative 4, certainly the reserve for catcher
boats delivering to factory trawlers is something that I'd support wholeheartedly as a fallback, and again, it's our
fleet that's been eroded. Some of the guys that started out shoreside have ended up finding that it's been
worthwhile for them to move to the offshore sector just because their capacity and size and whatnot, they're just
not competitive in the shoreside.

Pereyra: One last question. One aspect of the dynamics in our pollock fishery is not really captured by the
document, I think_ although it tries to. . .the changes in the negotiating ability of the independent catcher boats
in terms of price as this erosion has occurred that you demonstrate here. Given the fact that the offshore catcher
vessels are not mutnally exclusive from the inshore catcher vessels from price, in fact, probably inshore's the price
leader, I think that that's captured in the document, how do you see this evolving. I mean, looking at what's
happened, how do you see this evolving over time given the current situation?

Fraser: Well, if we don't change from our status quo arrangement I think it's an ongoing downward slope. You
know, it's not that the marketing associations aren't doing a good job, but the whole pie's pot on thé table.
Basically, the crust is on the tabie in an open access kind of fishery and they're getting what's there to get but
there's a lot more that could be there to get. [ mean, obviously if we went to ITQ, sort of, in the long-term, there's
a lot more on the table because the whole character of the fishery changes, shoreside as well. T mean, they have
a different opportunity not to be capital stuffing in the race for fish and so forth, so the pie expands, the filling's
on the table as well as the crust.

Austin; Dave, is there any items or information that you think could be put in the report that would help us or
strengthen our ability to evaluate this loss of catcher boat independence?

Fraser: Well, the AP went through a process of going through the document in sort of a technical fashion of
correcting little line items, asking that various charts be expanded with more detail and what not, and then we also
made a fmmdry list of recommendations. [ don't know if. . .I didn't see our own minutes to know if the technical
stuff got put into the minutes or not, or if staff just took their own notes on that. Some of the things that we
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asked for, recommended was some finer detail looking at the horsepower breakdown, you've got two break points,
now, umder 1,000, 1,000 to 1,500, and 1,500 and over. There's horsepowers up into the 6,000 range, so it would
be helpful to see that breakdown. It would be helpful to see a breakdown of the tankage capacity of the different
vessel sizes and then looking, . .there's a table on page 80, I think it is, it looks at the percentage of boats that have
delivered more than 5,000 tons per year and under. For us in the little market, 5,000 is a decent year. So in order
to see, particularly in the offshore sector where catcher boats are delivering to factory trawlers, whether those are

just. . .you know, a boat that is a shoreside boat and its primary market that is able to pass a bag now and then

to a factory trawler coming out from offload, or a boat that's full-time dependent. You need an extra break point
down there. There were a number of things that the AP recommended in that regard and [ think it was pretty well
covered.

Lauber: Dave, you fished, or do fish both inshore and deliver offshore as well, and can you tell me how the price,
you arrive at your price when you're delivering offshore, how that is negotiated or arrived at?

Fraser: Sure, catcher boats in the offshore sector don't have a guaranteed quota at this point, so we're basically
cutting off our nose to. . .or whatever the analogy would be. . .if we were to go on strike. The factory trawlers
would say, O.K., fine, we'll just catch it ourselves. We've got no leverage. So we're price takers like everybody
else in the harvest sector. And, the general trend has been to index the price to about 87% of shoreside and in
a relative sense that's a pretty good deal. If you look at what a shoreside boat does, it spends a good percentage
of its time being a tender cssentially, brings the fish in and, you know, spends a third of the time fishing and a
third of the time nmning and offloading and what not, I don't know, half and half, whatever the percentages are.
Well, in the salmon fishery, I don't know what tender contracts are going for right now, but one time they were
a nickel a pound, so if you deduct a nickel 2 pound from the eight cents that they're getting paid, they're really
getting paid three cents to go fishing and then they're getting five cents a pound to be a tender is one way of
looking at it. We don't do any tendering so we just think we're being paid just for our fish, and in some sense our
base price is better than theirs.

Lauber: Your price is basically based upon. . .

Fraser: They're linked. It's a price taker situation and we've go no leverage.

End of questions.

9:04 am Paul MacGregor/Ed Richardson, At-sea Processors Assn. . . .I'm here on behalf of the At-sea

Processors Association to talk about a subject that's near and dear to my heart, Along with me is Ed Richardson
who is a staff economist with APA, I'm going to testify briefly about the analysis and the position’of our

association as to whether or not this document is adequate to go out for public review. Ed was actively involved |

in the audit process of the employment and wage data that APA put together along with the pricing information
we've supplied to you and Ed has some comments in connection with that. [ hope I don't use up too much time
on my part of the testimony here. APA supports sending this document out for public review, at least those
portions of the document that deal with the issue of whether or not to roll over or extend the inshore-offshore
allocation beyond Fanuary 1, 1999. It's our opinion that the only problem that has been identified that needs to
be addressed at this point is the fact that the current inshore-offshore regime expires at the end of this year. We
don't think that it would be a good idea to have a lapse back to an open access system in neither the Gulf or the
Bering Sea that would create the inter-sector preemption problems we had before. So, we think that the regime
needs to be continued and to that extent we think those portions of the document dealing with an extension of the
regime need to be sent out for public review so that the Council can take action in June. With regard to the
allocation changes, however, we have yet to see a problem that would justify a switch of allocations and from that
standpoint, without a problem that would justify a change we would recommend that the allocation switches not
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be included in the documment that goes out for public review. This is particularly true in view of the analysis that
is in the document and is not in the document. Even if a problem had been identified that would require some
sort of allocation shift to address, we don't think that the analysis in the document justifies or would support any
such shift. In the first. . .the first reason for that is that there is no cost data in this document. There is nothing
1n this documtent that would enable the Council to reach any sort of net benefit conclusion associated with a shift
in allocations, We've known that for a long time, at the outset of this initiative we realized there wasn't going to
be any cost data and an unfortunate consequence, and despite the staff's best efforts in a very abbreviated time
period, we have a document that does not enable you to make the pet benefit calculations you have to make in
order to justify any change in allocations. This gross revenue assessment that is included in the analysis is not
a surrogate for a cost benefit analysis. You cannot draw any sort of net benefit conclusions on the gross revenue
analysis that's in there, In particular, there's a very fundamental flaw included in the gross revenue analysis and
that is that you can make wholesale changes in allocations from one group that makes a diverse product forms,
sells to a diverse number of markets and transfer fish from that group to another group that is primarily a single
product oriented producer that sells into a limited number of markets, and then that there will not be a price effect
associated with that transfer, If there's a price effect associated with transferring this product around, and we
believe there would be, then the gross revenue analysis is wholly inadequate to enable you to calculate what the
net impact of that would be. There's no consideration in the analysis of the consumer surplus associated with
products that are made for the U.S. market, value-added here in the United States economy and sold to U.S.
consumers being transferred into a product that's primarily a semi-processed product and sold to foreign markets
for further processing abroad. There's no consideration in the document of the impact that this will have on small
entities as required by the Regulatory Flexibility Act. That Act requires that an important stage in the
development of regulations that an IRFA be prepared and circulated to the public for comment so that they can
identify areas in which their interests are impacted, their interests be small eatitics. You heard yesterday from
people that testified from Icicle, from Ocean Beauty, and from one of the other small independent processing
organizations here in this state, concemns that they had about the competitive effect that a transfer of fish from
the current system to their major competitors in the shoreside industry would have on their ability to remain
competitive. There's no analysis in this document that would help them to make meaningful comments on the
impacts the proposed changes would have on their business. Similarly, you heard from Mr. Gauvin about the
impacts that transfer would have on the spillover effect on other elements of the fleet; there's no analysis in this
that would enable you to make conclusions on those impacts either. Finally, with regard to the impacts on
fishery-dependent communities, we think that unfortunate that there is a large gap or hole in the analysis that you
have available to you in so far as the impact on fishing dependent communitics are concerned. I testified about
this in December, I testified about it again in February, and unfortunately I'm going to have to testify about it
again here. You have two separate documents that are supposed to address the impact on fishing dependent
commrmities, it's not one integrated document. It's two separate documents. One, that's the Impact Assessment's
document that looks at Seatile, Kodiak, Akutan, Sand Point, and Dutch Harbor. It presents to you community
profiles on those communities. In addition, you have the McDowell report which is an analysis of the finkage
between CDQ commumities and the pollock allocation. But the McDowell folks did not talk to people other than
the CDQ groups themselves. They did not go to Toksook or Hooper Bay, or the communities arcund the western
rim of the Bering Sea to evaluate the impact that a change in allocations would have on the residents in those
communities. These people that live in those communities are in fishery-dependent communities and yet you have
no way of telling what the impact of this allocation is going to have on those folks. This is important, because
it's an area of the state where, as you weil know, we have devoted a long time, a lot of money, and a lot of effort
cultivating job opportunities for people that live in those communities. And yet you have nothing before you that
will enable you to calculate what the impact of costing people to live in Hooper Bay and Tooksok, jobs, from
communities that have very high Ievels of employment; very low median income levels and transferring
opportunitics from those people to a large community such as Unalaska where you have high levels of
employment and very high median incomes. There is a tremendous dislocation and impact on the people that live
in the communities that are associated with our operations and it's not limited to the CDQ program. We hire
people from those villages that work in the open access fiskery, they have good paying jobs on our boats; they
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fish not only in pollock but in the whiting fishery as well and they would be adversely affected by this allocation.
You don't have an analysis that evaluates that impact. And this is exactly the concern that I had two or three
meetings ago when [ gave basically the same testimony. I was concemed the way you were going about looking
at this; you were going to leave those people out of the formula and unfortunately they've been left out. The map
that is on the screen up here {referring to overhead], . . .

Lauber: Paul, if you planning on giving Mr. Richardson any time, he's now got about 50 seconds.
MacGregor: [ just finished, sir, thank you.

Richardson: Thanks, Mr. Chairman. [Lauber injects some comments]. . .I'm here on behalf of the At-sea
Processors and really on behalf of our controllers and HR people that put the audited data set together for you
s0 you could try to have a better idea of judging the employment impacts of the relative sectors and the gross
revenue impacts, 'cause we collected a lot of price data, too. So, I'll just quickly put up this oxne slide and work
from. . .we're working from the employment supplement hand-out. And, there's been a lot of confusion about how
do you judge the employment impacts. We've got employment opportunities, we've got a full time equivalent
wage rate, we've got the total payroll provided, and it's tough given the data we've able to collect so far to get
something that's comparable among the sectors. i you look at your employment supplement and you wanted
to calculate the full-time equivalent labor payment for a processor in the offshore sector, you take the median
wage payment that's listed there, and this is the 1996 chart, you multiply it by the median FTE time that's bisted
there and it gives you a FTE labor payment that's about $24,746. So, the $24,746 is a quality measurement of
the employment opporiunity. The tough part is frying to get something comparable on the inshore sector, and
I've looked through the document and am trying to get some indicator of the quality of the inshore jobs and
there's no data in there yet that can give you that The best thing I could find for a processor on the inshore sector
was the ads that we were able to pull out of the paper and so I've worked the inshore processor example based
on that ad. You can see that there, if you work it through, give them 20 hours overtime at time and a half, you
get about a $7 an hour average wage, you work it through the same way, the 8 hours a day at 240 days a week
[sic] you get another index of the quality of that employment opportunity, $13,000. [cut off by Chairman; time
was up]

Council questions:

Pereyra: Ed,. .. [Change to Tape 28--question lost in changeover]. . .

Rickardson: . . .[porfion lost in tape changeover]. . .inshore baseline '96.

Pereyra. The reason I asked that is because I can't read that. . .[referring to overhead). . .I need glasses.
Richardson: You can get confused, though. The way you can get confused is when people try to mix employment
opportunities and FTEs, and if Glenn would share with us his slide again I could point out there how he has
conﬁ:s?d FTEs with employment opportunities and you can get it right off of your employment supplement. He
stiuck in an FTE number that's listed on the employment supplement under the opportunities for offshore, but
on inshore he's got the employment opportunity percentage. Idon't know if it's. . .it's easy to get confused and
it's sometimes confusing,

Lauber: You've been teaching him, Paul. Ask a question, he just keeps going. Like that energizer bunny.

Kyle: Ed, if I understand what you've shown us here, this is I suppose the annual value of one FTE working
offshore as opposed to one FTE in a similar job working onshore? Is that what you're. . .
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Richardson: The audited data that we had was based on experience, so that's history, 1996, those were the
numbers. It's not the potential, though We've had a lot of confusion also because people say, geez, the offshore
guys are saying you can make more money, how come it's lower. The reason is, that $24,746 history includes
people that just worked the 'A' season, others that may have just worked the 'B' scason, some that may bave
worked both, and also others that got homesick after four or five days and left, so that's. . .and, I've tried to do
this honestly. The median is the best, most honest way to show that, and so, it's not the highest potential, but
that's actual history, that's what happened in the offshore sector.

Kyle: So, as [ understand you, that's a median FTE in the offshore sector in 1996 versus a median FTE on the
onshere sector in 1996,

Richardson: Onshore, I locked in the document; [ can't find any data to work with to give us a good idea of the
quality of the jobs inshore, so that example I worked for inshore is based on an ad that we found in the paper in
1997, the best I could do, because the data’s just not in there.

Kyle: .. 1hope this is a clarifier, not a question. . I have one question left I think. . .
Lauber: Well, it sounded a lot like a question to me. . ., but. ..
Kyle: 1yield.

Benton: Paul, you mentioned employment in the CDQ communities and I would assume that you're familiar with
the conditions under which that employment has taken place, your long experience. The employment for the
companies involved in CDQs, is that not a requirement under the CDQ contracts?

MacGregor: In some it is, and in some it isn't. And, to the extent that it is, we hire people from the CDQ
communities to meet the employment goals and objectives of the programs. But, Dave, we don't stop there. We
hire people out of those communities over and above the CDQ requirements and the people that are on our boats
in connection with our CDQ operations also stay on the boats in the open access fishery, and to the extent that
our open access fishery allocations are affected, it affects the jobs and employment opportunities that we afford
the people from those communities. That's the map up here, the red communities are the places from which we
hire.

Benton: Paul, I'm looking at the data that's provided by APA, and when I Iook at it, and I'll just use 1997, 1 see
that. . .and I'll use the preferred method used by the Department of Labor which is PEDs, and it's 293 Alaska
resident total employees in 1997, So if I understand what your. . .I guess these are public comments, not public
testimony. . .if | understand what you're saying correctly, is that that's. . .and these are numbers provided by your
office and through your process. . .the total employees were a little less than 300, and when I look at the breakout
of information that was provided by you I see that a lot of them are from, in fact probably the vast majority of
those, are from CDQ communities. And, what I'm really wondering, so, if [ understand your answer correctly
you're saying that the folks that are here are both folks that are from contracts under the CDQ program and people
that are not under contracts from the CDQ program, including people from these rural villages, and I added up
one CDQ company's employment in 1997, again, from one of the CDQ companies that's affiliated with a
company in your association and they are partmers in a couple of factory trawlers in your association and the
grand total in 1997 was 25 individuals. So, I guess, my question to you is, and maybe you cannot answer this,
1 don't know, is were those individuals, were all of those subject to the CDQ contract or some of those individuals
also independent hires from some other company not subject to a CDQ contract.

MacGregor: That's a hell of a question, David. 1don't know. 1 would suspect that if they were hired. . .I really
don't know; I conldn't follow the question, basically. I mean. .,
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Benton: Well, let me be a little clearer, please. What I understood you to say is that out of the 293 people that
your office identified, and looking at the information you've provided, looks to me like, and 1 haven't added the
total up, but the vast majority of them come from CDQ-related communities and if ] understand you correctly,
not all of those people came because of the CDQ contracts, 0.K.? So, I looked at the villages associated with
one CDQ company in particular that has a partnership with a company in your association and they owa half of
two factory trawlers and I added up the hires from the data that you provided and those hires in 1997 totaled 25
individuals. So my question is, were those. . because of what you said about some of these people might be from
the CDQ contracts and they mipht be hired independently by somebody else. . .my question is do you know
whether or not these hires are solely from the CDQ arrangement, or are some of those hires not even from the
CDQ arrangement, but maybe from some other company that hired people from those villages becanse they were
out doing rural hiring. And, if you don't kmow the answer, that's fine, but. .

MacGregor: 1think Ed, who was involved in the audit process can perhaps respond to that.

Richardson: Just to make a quick clanfication. After talking with ADL, and I provided them the data, because
of their lags in the way they compile the PFD files, for 1997, perhaps the best indicator of Alaska residents is a
combination of PFD) and drivers licenses and that gets us closer to the opportunities we thought we had. And,
some of those opportunities are not CD() pariner hires. They're people that are hired at job fairs in Anchorage
and other towns around the state.

MacGregor: Part of my confusion is still in the question that Dave asked, other than the numbers completely
threw me off. All of the coastal communities in the Bering Sea area are from CDQ groups. If yvou go to Hooper
Bay to hire somebody, Hooper Bay is a CDXQ area; ail of the communities are, so you can't hire in Western Alaska
without hiring somebody from one of those communities. Whether or not the hire is associated with a CDQ
contract is a different question. We have people who are not CDQ) partners in our association, They hire out of
those communities as well. We have some companies who are CDQ partners in one region but hire out of other
regions as well. It's real hard to distinguish our hires I guess from CDQ-related communities because they are
all CDQ-related communities. The hires are not necessarily CDQ-related, however.

Pereyra: [ won't try to clarify my previous question, but [ would like to know, in your previous statement you
made, that you wanted to see this document go out, I was confused. Do you still feel that the mothership sector
is properly characterized by the document as it is presently configured, or do we need to do more work on it?

MacGregor: Well, I guess given the focus that the mothership group has come into here it seems to me that the
document is lacking in a couple of fairly critical areas. Idon't think it would be very difficult to fill in those areas,
though, and. .. For example, on ownership, when 1 read the ownership information about the motherships I was
surprised to see the ownership identified as one of the vessels having foreign ownership and the others being U.S.
owned Well, there's some pretty important facts associated with how these motherships operate that should be
included in there. For example, the vessel Excellence, which is the mothership operated by Supreme Alaska
Seafoods. That is a U.S.-owned vessel, it's true, It's owned by a company called Alaska Joint Venture Seafoods,
AJVS, but that boat has been bare-boat chartered and operated by Maruha under the auspices of Supreme Alaska
ever since the boat came up into the North Pacific, it's part of Maruha's surimi production strategy in Alaska.
You would not know that reading the analysis. The document shows that the Golden Alaska is a foreign-owned
vessel. It doesn't tell you that it's Nichiro, one of the Japanese surimi companies that owns that vessel, and it
doesn't indicate to you that the Ocean Phoenix is financed by Nissui and that that vessel has marketing
agreements with Nissui in Japan. So, what you have is the entire mothership sector is actually an extension of
the Japanese-owned shoreplant facilities and is part of their raw material acquisition strategy. That's important,
that's important because it plays into this vertical integration issue and the downstream loss, if you would, or
leakage, of opportunities for U.S. products if allocations are taken away from the catcher processor fleet and
transferred to surimi production facilities. These vessels are also very mobile. I think the testimony they've given
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you is that they go down to the whiting fishery, they take their catcher boats with them, one of them is a big cargo
vessel that regularly goes to Japan to deliver its cargo, it doesn't offload in Alaska very often. I think the
information, in fact I know that the information regarding the amount of leakage of that vessel is publicly
available. We've actually done. . .asked a freight expediter to provide for us information about the quantity of
product that vessel has taken to Japan over the last five years and I can provide that to you. It's a pretty good
total, I think, of the amount of tax leakage associated with that vessel. That's available. That kind of information
I think should be available to you. And, one further thing I would like to say, Mr. Chairman, Mr. Reed suggested
that the motherships and members of his coalition were willing participants in the landing tax assessed in Alaska
and that they had not been involved in the legal challenge. Nothing could be further from the truth.

Lauber: ...Some members. . .

MacGregor: Some members, that is correct.

Lauber: Any other questions of Paul? I couldn't help but think that before that last question there may have been
a gap in our records but you certainly were able to fill that, so now I think now it's ready to go for public
comment. O.K., that concludes the public comment. . .

End of public comment.
[Break]
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