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EXECUTIVE SUMMARY

1.0 ORIGIN OF THE PROPOSALS

This draft Environmental Assessment/Regulatory Impact Review/Initial Regulatory Flexibility Analysis
(EA/RIR/IRFA) contains analyses of three types of proposed "block” amendments to the
recommended Individual Fishing Quota (IFQ) Program for management of the fixed gear sablefish
and halibut fisheries off Alaska. Part I of this document contains an analysis of "The Sitka Block
Proposal,” Part II contains an analysis of "The Full/Partial Block Proposal,” and Part III contains an
analysis of the "Modified Block Proposal.”

All of the block proposals provide possible methods to address concerns that there may be a large
consolidation of quota shares (QS) under the current IFQ plan and that such an extensive
consolidation might have harmful social and economic effects on some of Alaska’s coastal fishing
communities. All of the proposals provide a means to make a portion of the QS relatively
unattractive to large full-time operators. In doing so, the block proposals attempt to ensure that new
entrants, small part-time operations, and diverse operations that want to fish on a part-time basis can
continue to profitably participate in these fisheries.

In December of 1991 the Council recommended an IFQ program for management of the fixed gear
sablefish and halibut fisheries off Alaska. For purposes of this action, the Council defined "fixed
gear" to include all hook and line fishing gears (longlines, jigs, handlines, troll gear, and etc.) in the
Gulf of Alaska (GOA) and Bering Sea and Aleutian Islands Areas (BSAI) and pot gear for sablefish
in the BSAL

In April of 1992, after conducting a further analysis of the alternatives,! the Council rejected a
motion to rescind its earlier vote and directed that the IFQ plan amendment package be forwarded
to the Secretary of Commerce.

At that same April 1992 meeting, the Council asked staff to analyze two proposed amendments to
their IFQ plan. These were the "Sitka Block Proposal” for both the sablefish and halibut fisheries
and the "1,000 Pound Minimum IFQ Proposal" for the halibut fishery. At the Council’s June 1992
meeting, the Council asked staff to analyze a third proposal. This proposal has been named the
“Full/Partial Block Proposal."

Discussion Draft reports were prepared for the three proposals and were presented to the Council
and Advisory Panel at their September 1992 meeting. These reports were sent out for public review
in October of 1992 and again presented to the Council at their January 1993 meeting.

At the January 1993 meeting, the Council adjusted the alternatives under each proposal and asked
that an EA/RIR/IRFA be prepared. They next asked for a single report on the two block proposals
and a separate report on the "1,000 Pound Minimum IFQ" proposal.

1See Supplemental Analysis of The Individual Fishin Management Alternative For Fixed Ge
Sablefish and Halibut Fisheries - Gulf of Alaska and Berin Aleutian Islands (March 27, 1992). For
brevity, this document will be referred to as The Supplemental Analysis herein.
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At their June 1993 meeting, the Council examined a draft EA/RIR/IRFA for Council Review which
covered both the Sitka Block and Full/Partial Block proposed amendments and a draft EA/RIR/IRFA
for Council Review on the "1,000 Pound Minimum IFQ." The Council recommended that the report
be sent out for public review with minor editorial changes. At that meeting, the Council dropped the
"1,000 Pound Minimum IFQ" proposal from further consideration, but asked that the draft
EA/RIR/IRFA for the two block proposals be sent out for public review.

At their September 1993 meeting, the Council took public testimony on the draft EA/RIR/IRFA for
Public Review on the two types of block proposals. At that meeting, the Council developed and
adopted a "Modified Block" proposed amendment which combined elements of the Full/Partial Block
alternatives with elements of the current IFQ program. The Council felt that the Modified Block
proposed amendment would achieve the objectives of the earlier block proposals with fewer
restrictions on the flexibility and economic efficiency of the IFQ program as a whole.

This report contains the revised draft EA/RIR/IRFA for the block proposals which includes an
analysis of the Modified Block proposed amendments adopted by the Council in September 1993.
Part I of this document covers the Sitka Block alternatives, Part II covers the Full/Partial Block
alternatives, and Part III covers the Modified Block proposed amendments.

Block Proposals 2 May 25, 1994



2.0 OVERVIEW OF THE SITKA BLOCK PROPOSAL

The Sitka Block proposal was submitted by the Alaska Longline Fisherman’s Association (ALFA).
The Sitka Block proposal was developed to address widespread concerns that the current IFQ plan
for halibut and sablefish might result in a large consolidation of quota shares (QS) that would greatly
reduce the current diversity of fishing operations in Alaska’s rural coastal communities.

Sitka Block proponents think that if the current diversity of fishing operations is not maintained, the
IFQ program may prove to be disruptive to the social structure and economies of Alaska’s rural
coastal fishing communities. The Sitka Block amendment seeks to achieve some of the benefits of
the IFQ program, while further constraining the program in an effort to ensure that a relatively large
and diverse group of fishing operations will continue to exist.

While part-time operations are allowed to purchase small amounts of QS under the current plan,
Sitka Block proponents fear that the QS may be more valuable to more full-time operations. Thus
they are concerned that smaller producers, part-time participants, and entry level participants may
tend to disappear from these fisheries under the current IFQ plan.

The Sitka Block proposed amendment would allocate QS in the same amounts as the present plan.
However, it would alter the present plan by placing a person’s initial allocation of QS into a "block(s)"
and requiring permanent transfers of QS to be "tied" to the block. It would also add a new ownership
capacity constraint by restricting the number of blocks that a person could hold.

The proposed Sitka Block constraints are intended to guarantee that there will be a wide range of
block sizes permanently available in an area, each of which will be appropriate to different types of
fishing operations. A large number of small blocks is also meant to guarantee the continued existence
of an entry level fishery.

The basic elements of the proposal can be summarized as follows:

1. Initial QS allocations for each area would be made in blocks. QS in a block would remain
“tied" to the block and could only be permanently sold or transferred as a block. There
are the following two "sweeping up" exceptions to this proposed rule:

a. Halibut blocks in an area which have QS worth less than 1,000 pounds of IFQ
in the implementation year may be combined as long as the resulting block does
not exceed 1,000 pounds of IFQ.

b. Sablefish blocks in an area which have QS worth less than 3,000 pounds of IFQ
in the implementation year may be combined as long as the resulting block does
not exceed 3,000 pounds of IFQ.3

2'I‘hroughout this report, QS will refer to quota share and/or quota shares.

3Blocks will contain QS and not IFQs. This "sweeping-up” provision may have to be defined in terms
of QS or in terms of IFQ value of those QS in the implementation year. The IFQs associated with a block
will vary each year depending upon the TAC in the area and the total number of QS outstanding. The rule
for the sweep-up will need to be written with care.
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2. The "maximum block size" allowed in an area would be set at one-half the most restrictive
QS constraint impacting the area. A person who receives an initial allocation of QS in
an area in excess of the maximum block size will be issued QS in multiple blocks. For
example, a person with QS in an area equal to 1.5 times the maximum block size will be
issued one block equal to the maximum block size and one block equal to .5 times the
maximum block size.

3. All permanent sales or transfers of blocks will be free and clear of all control, fiduciary
trust, and/or future contract.

4. Discussions with the originators of the Sitka Block proposal indicated that they would
want the quota shares (IFQ) leasing provisions to remain identical with the current plan.
Thus, while quota shares can only be permanently transferred as a block, the block can
be divided, to a limited extent, for purposes of seasonal transfers of IFQs.

A number of alternative versions of the Sitka Block proposal were included in this analysis. The
alternatives vary with respect to the number of catcher vessel classes, the number of blocks a person
can hold in an area, and the number of blocks that can be fished from a vessel.

These alternatives are explained and analyzed in Part I of this report. A brief overview of some of
the results of the Sitka Block analysis is included in Section 5.0 of this Executive Summary.
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3.0 OVERVIEW OF THE FULL/PARTIAL BLOCK PROPOSAL

The "Full/Partial Block Proposal,” like the Sitka Block proposal, attempts to address some of the
concerns which have been raised about the current IFQ plan by small vessel operators, crewmen, and
coastal fishing communities. Again, the concern seems to be that QS may be bought up by full-time
operators and the fisheries will no longer be profitable for small-time operators, diversified
operations, or new entrants.

The Full/Partial Block proposal was submitted by Council member Ron Hegge. Mr. Hegge felt that
the Sitka Block proposal would address those concerns but that it also would create new opposition
to the program among medium and large operators. Mr. Hegge offered the Full/Partial Block
proposal as a possible compromise between the current IFQ plan and the Sitka Block proposal.

The basics of the Full/Partial Block proposal, as revised at the January 1993 Council meeting, are as
follows:

1. Persons would receive the same amount of QS that they would get under the current
plan. However, some new constraints would be added which would tie QS together for
purposes of permanent transferability.

2. Persons would be issued QS in "blocks." In each area, the number of QS which
represents 20,000 pounds of IFQ in the implementation year would be established as a
"full block” for the area QS representing amounts less than 20,0600 pounds would be
put into "partial blocks."

3. A person who has QS worth less than 20,000 pounds of IFQ in the implementation year
would be issued one partial block containing those QS. A person who has QS worth
more than 20,000 pounds of IFQ in the implementation year would be issued one or more
full blocks and one partial block containing those QS.

4. The number of full blocks initially issued to a person in an area would be determined by
dividing the person’s QS by the number of QS which represents 20,000 pounds in the
implementation year. The whole number resulting from that division would be the
number of full blocks. The remainder resulting from that division would be placed into
a single partial block.

5. The QS initially allocated would remain permanently tied to these blocks. The amount
of QS contained in a partial block would be variable. The amount of QS contained
within a full block would be permanently fixed by area.

6. A person could hold any amount of full blocks as long as that amount did not exceed any
of the ownership constraints in the current plan. A person who holds a full block(s) in
an area can hold only one partial block in that area.

4Note that in subsequent years, the amount of QS in a full block could be worth more or less than
20,000 pounds of IFQ as TACs change.
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7. Under the original Full/Partial Block proposal, a person who holds no full blocks in an
area could hold up to three partial blocks in that area. The analysis herein also contains
alternatives where such persons can hold only two blocks per area.

8. The current IFQ plan defines catcher vessel size categories and prohibits transfer of QS
across those categories. Under the original Full/Partial Block proposal these transfer
restrictions would be removed. The distinction between catcher vessels and freezer-
longliners would be maintained. The analysis in this report contains alternatives with and
without catcher vessel size categories.

Mr. Hegge felt that the Full/Partial Block proposal would address the concerns of small part-time
operators and potential new entrants without unduly restricting the potential opportunities for
profitable consolidations among medium and large operators.

The permanent existence of a large number of relatively small partial blocks of variable size in each
area, coupled with the constraint on the number of partial blocks that a person could hold is intended
to ensure the continued existence of a fleet of part-time operators. It is also intended to ensure that
entry level amounts of QS will be available for new entrants.’ The existence of a number of equal-
sized full blocks in an area is intended to allow the creation of larger, more full-time operations.

At its January 1993 meeting the Council directed staff to prepare a Draft EA/RIR/IRFA for the June
1993 Council meeting in Kodiak. At that time the Council requested the incorporation of a
“sweeping up” provision in the plan similar to one contained in the Sitka Block plan. The Council
also directed the staff to narrow its focus to a plan with a 20,000 pound full block size.8

In the halibut fishery, the sweeping up provision would allow for any number of small blocks to be
aggregated into one partial block so long as the total QS in that final partial block would not exceed
1,000 pounds of IFQ in the implementation year. A similar provision in the sablefish fishery would
allow small blocks to be combined into a single partial block as long as the resulting block does not
contain QS worth more than 3,000 pounds of IFQ in the implementation year.

These Full/Partial Block alternatives are explained and analyzed in Part II of this report. A brief
overview of some of the results of the Full/Partial Block analysis is included in Section 5.0 of this
Executive Summary.

SUnder the current IFQ plan, diversified operations, new entrants, or small part-time operators could
purchase amounts of QS on the market. The Sitka Block proposal, the Full/Partial Block proposal, and
the Modified Block proposed amendment implicitly assume that full-time operations will be the most
profitable under the current IFQ plan and such operations will be willing to pay the most for QS.
Consequently, the proposals also assume that part-time operations will tend to disappear if the current IFQ
plan is not altered.

SThe original Full/Partial Block proposal called for full blocks with QS worth 10,000 pounds of IFQ
in the implementation year. See Discussion Draft Analyses of the Sitka Block Proposed Amendment and

the Full/Partial Block Proposed Amendment to the Individual Fishing Quota Management Alternative for

Fixed Gear Sablefish and Halibut Fisheries. October 20, 1992, This document will be referred to as the
Discussion_Draft herein. The report covered 10,000 pound and 30,000 pound full block cases.
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4.0 OVERVIEW OF THE MODIFIED BLOCK PROPOSAL

At their September 1993 meeting, the Council took public testimony and discussed the Sitka Block
and Full/Partial Block alternatives. The Alaska Longline Fisherman’s Association (ALFA) who had
originally proposed the Sitka Block amendment, shifted their support to one of the Full/Partial block
alternatives. ALFA had decided that the Sitka Block proposal was too restrictive particularly for full-
time operations which needed to change their holdings of QS.

During the Council’s discussion, the idea arose that putting only the relatively small initial allocations
into blocks and adding constraints on the number of such blocks that a person could hold in an area
would provide the additional protection for the part-time fleet which both block proposals were trying
to achieve. Some Council members felt that the "Full Block feature" would be less efficient than the
current program and was not needed to accomplish the major objective of the block proposals.

The Council then developed and passed the Modified Block proposed amendment. The Council felt
that it would achieve the objective of the other block proposals with less of a loss in efficiency and
flexibility for the full-time fleet.

The Modified Block proposal for halibut would retain most of the features of the current IFQ
program. The same ownership constraints and the same catcher vessel size categories would continue
to apply. Again, trading of QS would not be allowed across vessel categories.

In addition, the Modified Block proposed amendment would add the following features to the halibut
and sablefish IFQ plans in an effort to ensure that a diverse group of operations will remain in the
fishery.

1. Under the Modified Block proposed amendment, initial allocations of QS worth less than
20,000 pounds of halibut or sablefish IFQ in the implementation year will be placed into
blocks. With the exception of the "sweeping up" provisions noted below, QS that is
placed into a block will remain permanently in that block. For transfers, the entire block
will need to be transferred.

2. A "sweeping up" provision will allow very small blocks to be combined into a fishable
amount. The rule used is the same as that used in the Sitka and Full/Partial Block
proposals. For halibut, blocks with QS worth less than 1,000 pounds of halibut in the first
year of the program can be combined as long as the resulting block does not contain QS
that would be (or would have been) worth more than 1,000 pounds of IFQ in the first
year of the program. For sablefish, blocks with QS worth less than 3,000 pounds of
sablefish in the first year of the program can be combined as long as the resulting block
does not contain QS that would be (or would have been) worth more than 3,000 pounds
of IFQ in the first year of the program.

3. Under the Modified Block proposed amendment for both halibut and sablefish, initial
allocations of QS worth 20,000 pounds or more of IFQ in the implementation year will
not be placed into blocks. These "unblocked" QS are divisible and tradeable under the
same rules as the current IFQ plan.
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4. Under the Modified Block proposed amendment, new ownership constraints would be
added. Persons may hold up to two blocks for an area as long as they do not hold any
unblocked QS for the area.’ If a person holds some unblocked QS for an area, that
person can hold only one block for the area. This rule would apply to both fisheries.

These Modified Block alternatives are explained and analyzed in Part III of this report. A brief
overview of some of the results of the Modified Block analysis is included in Section 5.0 of this
Executive Summary.

"In this report, "unblocked” QS will refer to QS that is not confined within a block.
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5.0 SUMMARY AND OVERVIEW OF THE RESULTS

The following sections briefly summarize some of the findings of the analyses of the Sitka Block
proposal, the Full/Partial Block proposal, and the Modified Block proposal. Section 5.1 presents
estimates of "maximum potential consolidation" in the halibut fishery under each of the alternatives.
Section 5.2 presents similar results for the sablefish fishery. Section 5.3 provides a brief discussion
on economic and distributional aspects of these proposals.

A major objective of the Sitka Block proposal, the Full/Partial Block proposal, and the Modified
Block proposal is to reduce the potential for consolidation relative to the current IFQ plan.
Proponents think that placing QS permanently into blocks, creating a large number of relatively small
blocks, and restricting the number of blocks (or partial blocks) that a person can hold, will ensure the
continued existence of a diverse fleet which includes smaller part-time operations.

The Sitka Block alternatives, the Full/Partial Block alternatives, and the Modified Block alternatives
were analyzed to see if the plans reduced "maximum potential consolidation” relative to the current
IFQ plan. Maximum potential consolidation is intended to be an estimate of the minimum possible
number of QS holders under each alternative. Maximum potential consolidation is not intended to
be a forecast of the actual consolidation that will occur under each alternative. Actual consolidation
is difficult to forecast. The authors suspect that actual consolidation will be less than maximum
potential consolidation under all alternatives including the current IFQ plan.

Which alternative will produce less actual consolidation of QS is unclear. Nevertheless, if actual
consolidation is proportional to estimates of maximum potential consolidation, the analyses suggest
that there will likely be more QS holders remaining in the fishery under these alternatives than there
would be under the current IFQ plan.

5.1 Maximum Potential Consolidation - Halibut Fishery

The authors used the ownership caps specified in the plan to estimate maximum potential
consolidation in the halibut fishery. The current IFQ plan served as the status quo alternative in
these analyses.

The Supplemental Analysis indicates that the ownership cap restrictions, to the extent that they are
enforceable, will prevent the number of QS holders and the number of vessels in the halibut fishery
from falling below the following levels:

1. Area 2C-3A halibut (together): 200 QS owners
2. Area 4A-4E halibut (together): 200 QS owners
3. Area 2C halibut: 100 QS owners
4. All areas combined: 200 QS owners

The Sitka Block alternatives, the Full/Partial Block alternatives, and the Modified Block alternatives
add some additional constraints which would reduce the maximum potential consolidation relative
to the current IFQ plan. These results are shown in Table 5.1-1 through 5.1-3 below.

Block Proposals 9 May 25, 1994



Table 5.1-1 presents estimates of maximum potential consolidation in the halibut fishery under six
different Sitka Block alternatives. Alternatives 2H, 3H, and 4H represent alternatives where a person
is allowed to own up to three blocks in an area. Alternatives SH, 6H, and 7H represent alternatives
where a person is allowed to own only two blocks in an area.

The six alternatives also differ with respect to the number of vessel categories. QS could not be
traded across the vessel categories which applied under any Sitka Block halibut alternatives. The
vessel categories used in each alternative are as follows:

1. Alternatives 2H and SH distinguish between freezer-longliners and catcher vessels. No
distinctions are made among catcher vessels.
2. Alternatives 3H and 6H distinguish between freezer-longliners and catcher vessels.

Catcher vessels are further divided into two classes; one containing vessels less than or
equal to 60 feet in length, and one containing vessels which are greater than 60 feet in
length.

3. Alternatives 4H and 7H distinguish between freezer-longliners and catcher vessels.
Catcher vessels are further divided into three classes; vessels less than or equal to 35 feet,
vessels from 36 to 60 feet, and vessels greater than 60 feet.

Table 5.1-1 shows estimates of the minimum possible number of quota share holders by IPHC area
if maximum potential consolidation occurred. As can be seen, the estimated minimum number of
block holders would be highest in Area 3A under all of the Sitka Block alternatives. This would also
represent an estimate of the minimum number of block holders across all areas should maximum
potential consolidation occur. These numbers suggest that the Sitka Block alternatives would reduce
maximum potential consolidation relative to the current plan.

The estimates in Table 5.1-1 also suggest that maximum potential consolidation in the halibut fishery
would be less if persons could only hold two blocks per area rather than three blocks per area. In
contrast, the presence or absence of catcher vessel size categories does not appear to have a
substantial impact on maximum potential consolidation.

Table 5.1-2 presents estimates of maximum potential consolidation in the halibut fishery under six
different Full/Partial Block alternatives. These alternatives varied with respect to the maximum
number of partial blocks which a person could hold in an area (for persons who don’t hold full
blocks). There were alternatives with a two partial block maximum rule, and alternatives with a three
partial block maximum rule. The alternatives also varied with respect to the presence or absence of
catcher vessel size category distinctions.

Table 5.1-2 shows estimates of the minimum possible number of quota share block holders by IPHC
area if maximum potential consolidation occurred. As can be seen, the estimated minimum number
of block holders would be highest in Area 3A under all of the Full/Partial Block alternatives. This
would also represent an estimate of the minimum number of block holders across all areas should
maximum potential consolidation occur.

These numbers suggest that the Full/Partial Block alternatives would reduce maximum potential
consolidation in the halibut fishery relative to the current plan. If actual consolidation is proportional
to maximum potential consolidation, then the Full/Partial Block proposal (all alternatives) would
reduce actual consolidation in the halibut fishery relative to the current plan.
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Table 5.1-2 also suggests that maximum potential consolidation in the halibut fishery would be less
if persons could only hold two partial blocks per area than it would be if persons could hold three
partial blocks per area. In contrast, the presence or absence of catcher vessel size categories again
does not appear to have a substantial impact on maximum potential consolidation.

The result that maximum potential consolidation is not substantially impacted by the presence or
absence of catcher vessel categories under either the Sitka Block or Full/Partial Block alternatives
should be viewed with caution. Catcher vessel categories may have a larger impact on actual
consolidation than these results suggest. Even if actual consolidation is not substantially impacted
by constraints on transfers across catcher vessel size classes, the distribution of quota share holdings
among catcher vessel size class might be impacted by the presence or absence of such constraints.

Table 5.1-3 presents similar estimates for the Modified Block proposed amendment. The table
provides estimates of the minimum number of QS holders that would remain in the halibut fishery
if maximum potential consolidation occurs under the Modified Block proposed amendment. The
table provides breakouts by area, by vessel category within area, and by blocked and unblocked QS
within vessel category. The table covers the single alternative which was adopted by the Council at
their September meeting.

As explained above, the Council, in adopting the Modified Block proposed amendment, chose a two
block maximum per area rule for QS holders who hold no unblocked QS. The Council also retained
the vessel categories in the current halibut IFQ plan. These are catcher vessels less than or equal
to 35 feet, catcher vessels from 36 to 60 feet, catcher vessels greater than 60 feet and the freezer-
longliner class.

The estimated minimum number of block holders is highest in Area 3A under the Modified Block
proposed amendment as under the other block alternatives. This also represents an estimate of the
minimum number of block holders across all areas should maximum potential consolidation occur.

These numbers suggest that the Modified Block proposed amendment would reduce maximum
potential consolidation in the halibut fishery relative to the current plan. If actual consolidation is
proportional to maximum potential consolidation, then the Modified Block proposed amendment
should reduce actual consolidation in the halibut fishery relative to the current plan.

Maximum potential consolidation under the Modified Block proposed amendment tends to be slightly
larger than it would be under similar Sitka Block and Full/Partial Block alternatives with a two block
rule® This is because both the Sitka Block and Full/Partial Block alternatives make it relatively
more difficult for a full-time operator to obtain enough QS to reach the ownership constraint.
However, maximum potential consolidation under the Modified Block proposed amendment is less
than similar Sitka Block and Full/Partial Block alternatives with a three block per area rule.

8
8Note that this result does not hold in all areas.
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TABLE 5.1-1. Sitka Block Proposal, Halibut. Summary of estimated minimum block holders
by management area and alternative.

Alternatives
------ 3 Block Rule ------ ------ 2 Block Rule -=----
2K 3H 4H 5H 6H 7H
Catcher 2 Catchers 3 Catchers Catcher 2 Catchers 3 Catchers
Area Freezer Freezer Freezer Freezer Freezer Freezer
2c 557 558 558 834 835 836
3A 776 777 778 1,163 1,163 1,164
38 259 260 260 388 389 390
4A 124 124 125 185 186 187
4B 67 69 69 101 101 102
4C 33 34 34 49 49 49
)] 32 33 33 47 47 47
4E 17 19 19 25 27 27
TABLE 5.1-2. Full/Partial Block Proposal, Halibut. Summary of estimated minimum numbers of block holders

by management area.

who have full block packages.

Table shows total block holders, and in parenthesis the percent of total block holders

3 Partial Blocks

2 Partial Blocks

1 Catcher 2 Catchers 3 Catchers 1 Catcher 2 Catchers 3 catchers

Freezer Freezer Freezer Freezer Freezer Freezer
Area Alt 3 Alt 5 Alt 7 Alt 2 Alt 4 Alt 6

Total Block Holders (% of Total w/ Full Blocks)

2C 563 ¢ 2) 564 ( 2) 564 ¢ 2) 839 ¢ 80 (1 80 (M
3A 812 (9 813 ( 9 815 ( 9 1,183 ¢ 6) 1,184 ( 6) 1,186 ( 6)
3B 268 ¢ 7) 268 ¢ 7) 269 ¢ 7) 392 (5 393 ¢ 5) 393 ¢ 5)
4A 115 ¢ 0) 116 ( O) 116 ¢ 0) 164 ¢ 0) 164 ¢ 0) 165 ¢ 0)
4B 73 (51) 74 (50) 75 (49) 91 (41) 91 (41 92 (40)
4C 32 (31) 33 (30) 33 (30) 42 (24) 43 (23) 43 (23)
4D 30 (37) 31 (35) 31 (35) 40 (28) 40 (28) 40 (28)
4E 17 ¢ 0) 19 ¢ 0) 1?0 25 ( 0) 27 ¢ 0) 27 ¢ 0)
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TABLE 5.1-3.

Modified Block Proposal, Halibut.
and unblocked @S, by area and vessel class.

Estimated minimum numbers of persons holding blocked

........

Vessel Category

........

Total
Qas <= 35 35-60 > 60 Freezer/ Unknown Qs
Area Type feet feet feet Longliner Length Holders
2c Blocked 372 429 15 1 2 819
Unblocked 0 10 2 0 0 12
Total 372 439 17 1 2 831
3A Blocked 403 502 60 2 2 969
Unblocked 1 46 33 1 0 81
Total 404 548 93 3 2 1,050
3B Blocked 69 200 49 3 0 321
Unblocked 0 9 14 1 0 24
Total 69 209 63 4 0 345
4A Blocked 36 66 41 2 0 145
Unblocked 0 3 10 0 0 13
Total 36 69 51 2 0 158
4B Blocked 12 22 26 1 0 61
Unblocked 0 8 23 2 0 33
Total 12 30 49 3 0 9%
4C Blocked 12 12 8 1 0 33
Unblocked 3 4 5 0 0 12
Total 15 16 13 0 45 N
4D Blocked 0 8 16 2 0 26
Unblocked 0 3 10 2 0 15
Total 0 11 26 4 0 41
4E Blocked 21 4 1 0 1 27
Unblocked 0 0 0 0 0 0
Total 21 4 1 0 27
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5.2 Maximum Potential Consolidation - Sablefish Fishery

The authors used the ownership caps specified in the IFQ plan to estimate maximum potential
consolidation in the sablefish fishery. The status quo alternative used in these analyses was the
current IFQ plan.

The Supplemental Analysis indicates that the ownership cap restrictions, to the extent that they are
enforceable, will prevent the number of quota share holders and the number of vessels in the
sablefish fishery from falling below the following levels:

1. EEZ Wide Sablefish : 100 QS owners & 100 Boats
2. Gulf of Alaska Sablefish
East of 140° West : 100 QS owners & 100 Boats

The Sitka Block proposal, the Full/Partial Block proposal, and the Modified Block proposed
amendment add some additional constraints which would appear to reduce the maximum potential
consolidation relative to the current IFQ plan. These results are shown in Tables 5.2-1 through 5.2-3
below.

Table 5.2-1 presents estimates of maximum potential consolidation in the sablefish fishery under
different Sitka Block alternatives. Alternatives 8S and 9S represent alternatives where a person is
allowed to own up to three blocks in an area. Alternatives 10S and 118 represent alternatives where
a person is allowed to own only two blocks in an area.

The four Sitka Block alternatives also differ with respect to the number of vessel categories. Under
all Sitka Block sablefish alternatives, QS could not be traded across the vessel categories which
applied. The vessel categories used in each sablefish alternative are as follows:

1. Alternatives 8S and 10S distinguish between freezer-longliners and catcher vessels. No
distinctions are made among catcher vessels.

2. Alternatives 9S and 11S distinguish between freezer-longliners and catcher vessels.
Catcher vessels are further divided into two classes; one containing vessels less than or
equal to 60 feet in length, and one containing vessels which are greater than 60 feet in
length.

Table 5.2-1 shows estimates of the minimum possible number of QS block holders by sablefish
management area if maximum potential consolidation occurred. As can be seen, the estimated
minimum number of block holders would be highest in the Southeast Outside regulatory district under
all of the Sitka Block alternatives.

The minimum number of block holders in this area would also represent an estimate of the minimum
number of block holders across all areas should maximum potential consolidation occur. These
numbers suggest that the Sitka Block alternatives would reduce maximum potential consolidation in
the sablefish fishery relative to the current plan.

Table 5.2-1 also suggests that maximum potential consolidation in the sablefish fishery would be less
if persons could only hold two blocks per area than it would be if persons could hold three blocks
per area. In contrast, the presence or absence of catcher vessel size categories does not appear to
have a substantial impact on maximum potential consolidation.
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Table 5.2-2 presents estimates of maximum potential consolidation in the sablefish fishery under four
different Full/Partial Block alternatives. As can be seen, these alternatives varied with respect to the
maximum number of partial blocks which a person could hold in an area (for persons who don’t hold
full blocks). There were alternatives with a two partial block maximum rule, and alternatives with
a three partial block maximum rule. The alternatives also varied with respect to the presence or
absence of catcher vessel size category distinctions.

Table 5.2-2 shows estimates of the minimum possible number of quota share block holders by
sablefish area if maximum potential consolidation occurred. The estimated minimum number of block
holders would be highest in the Southeast Outside regulatory district under all of the Full/Partial
Block alternatives. This would also represent an estimate of the minimum number of block holders
across all areas should maximum potential consolidation occur. These numbers suggest that the
Full/Partial Block alternatives would reduce maximum potential consolidation in the sablefish fishery
relative to the current plan.

Table 5.2-2 also suggests that maximum potential consolidation in the sablefish fishery would be less
if persons could only hold two blocks per area than it would be if persons could hold three blocks
per area. In contrast, the presence or absence of catcher vessel size categories again does not appear
to have a substantial impact on maximum potential consolidation.

If actual consolidation is proportional to maximum potential consolidation, then both the Sitka Block
and Full/Partial Block proposals (all alternatives) would reduce actual consolidation in the sablefish
fishery relative to the current plan. The result that maximum potential consolidation is not
substantially impacted by the presence or absence of catcher vessel size categories should be viewed
with caution. Catcher vessel categories may have a larger impact on actual consolidation than these
results suggest. Even if consolidation is not substantially impacted by constraints on transfers across
catcher vessel size classes the distribution of quota share holdings by vessel class might be impacted
by the presence or absence of such constraints.

Table 5.2-3 presents similar estimates for the Modified Block proposed amendment. The table
provides estimates of the minimum number of QS holders that would remain in the sablefish fishery
if maximum potential consolidation occurs under the Modified Block proposed amendment. This
table provides estimates for the single alternative which was adopted by the Council at their
September meeting.

As explained above, the Council, in adopting the Modified Block proposed amendment, chose a two
block maximum per area rule for QS holders who hold no unblocked QS. The Council also retained
the vessel categories in the current sablefish IFQ plan. These are catcher vessels less than or equal
to 60 feet, catcher vessels greater than 60 feet and the freezer-longliner class.

The estimated minimum number of block holders is highest in the combined Southeast Outside
regulatory area under the Modified Block proposed amendment as under the other block alternatives.
This also represents an estimate of the minimum number of block holders across all areas should
maximum potential consolidation occur.

These numbers suggest that the Modified Block proposed amendment would reduce maximum
potential consolidation in the sablefish fishery relative to the current plan. If actual consolidation is
proportional to maximum potential consolidation, then the Modified Block proposed amendment
should reduce actual consolidation in the sablefish fishery relative to the current plan.
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Maximum potential consolidation under the Modified Block proposed amendment tends to be
somewhat greater than it would be under similar Sitka Block and Full/Partial Block alternatives with
a two block rule. This is because both the Sitka Block and Full/Partial Block alternatives make it
relatively more difficult for a full-time operator to obtain enough QS to reach the ownership
constraint. However, maximum potential consolidation under the Modified Block proposed
amendment tends to be less than similar Sitka Block and Full/Partial Block alternatives with a three

block per area rule.?

TABLE 5.2-1. Sitka Block Proposal, Sablefish. Summary of estimated minimum block holders

by management area and alternative.

Alternatives
----- 3 Block Rule ----- ----- 2 Block Rule -----
8s 9s 108 11s
Catcher 2 Catchers Catcher 2 Catchers
Area Freezer Freezer Freezer Freezer
Aleutians 42 43 63 64
Bering Sea 39 40 59 60
Central Gulf 148 149 221 222
Western Gulf 52 53 78 7%
West Yakutat 102 103 153 155
Southeast Outside 186 187 278 280

TABLE 5.2-2. Full/Partial Block Proposal, Sablefish. Summary of estimated minimum numbers of block holders
by management area. Table shows total block holders, and in parenthesis the percent of total

block holders who have full block packages.

3 Partial Blocks 2 Partial Blocks
1 Catcher 2 Catchers 1 Catcher 2 Catchers
Freezer Freezer Freezer Freezer
Area Alt 3 Alt 5 Alt 2 Alt 4

Total Block Holders (% of Total w/ Full Blocks)

Aleutians 46 (20) 46 (20) 64 (14)
Bering Sea 42 (12 42 (12) 60 ( 8
Central Gulf 162 (19) 165 (18) 227 (13)
Western Gulf 57 (16) 58 (17) 9N
West Yakutat 106 (13) 107 ¢13) 152 (9
Southeast Outside 203 (32) 205 (31 273 (23)

SNote that these results do not hold in all areas.
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TABLE 5.2-3. Modified Block Proposal, Sablefish.
and unblocked @S, by area and vessel class.

Estimated minimum numbers of persons holding blocked

......

Total
Qs <= 60 > 60 Freezer/ Unknown Qs
Area Type feet feet Longliner Length Holders
Aleutians Blocked 15 13 6 0 34
Unblocked 2 3 6 0 1"
Total 17 16 12 0 45
Bering Sea Blocked 18 11 7 0 36
Unblocked 1 2 2 0 5
Total 19 13 9 1] 41
Central Gulf Blocked 84 23 3 3 113
Unblocked 16 14 5 0 35
Total 100 37 8 3 148
Western Gulf Blocked 25 16 7 0 48
Unblocked 3 4 4 0 1
Total 28 20 1 0 59
West Yakutat Blocked 68 24 3 2 97
Unblocked 7 7 1 0 15
Total 31 4 2 112
Southeast Cutside Blocked 146 16 2 4 168
Unblocked 60 14 1 0 75
Total 206 30 3 4 é/-oi-
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5.3 Other Results Of The Analyses

Parts I, II and III of this draft EA/RIR/IRFA identify a number of aspects of the Sitka Block,
Full/Partial Block, and Modified Block alternatives which might change some of the costs and benefits
of the IFQ program relative to the current plan. Both distributional and economic efficiency impacts

are discussed.

The Sitka Block, Full/Partial Block, and Modified Block alternatives were examined with respect to
maximum potential consolidation. The additional constraints in the alternatives appear to reduce the
maximum potential consolidation of QS relative to the current IFQ plan. If actual consolidation is
reduced then there will be more boats and persons in the fishery which may make monitoring and
enforcement of the program more difficult and/or more expensive.

The Sitka Block, Full/Partial Block, and Modified Block proposals could impact the net economic
benefits generated by the proposed IFQ program in other ways. To the extent that some profitable
opportunities for consolidation of QS may be lost relative to the current plan, the net economic
benefits generated by the IFQ program may be reduced.

In the original versions of the Sitka Block and Full/Partial Block proposals, current restrictions on
transferring QS across catcher vessel size categories have been removed. Under these alternatives,
it is possible that some profitable consolidations could be carried out which are not allowed under
the current plan.

The variable size blocks which would be created under the Sitka Block alternatives will increase the
search and transactions costs of persons who want to purchase or sell additional QS. Each block
would be unique and therefore it would be more difficult to find willing buyers or sellers with the
approximate amount of QS desired.

Because of the limit on the number of blocks a person can hold in an area, some persons might have
to both buy and sell blocks of appropriate size in order to reach the new level of QS they want. This
increase in fishermen’s search and transactions costs may reduce net economic benefits under the
Sitka Block alternatives relative to the current IFQ program.

The partial blocks created under the Full/Partial Block proposal would have similar impacts on the
search and transactions costs associated with transfers. Full blocks should have less of an impact
because they are homogeneous by area and vessel category. Nevertheless, the lack of "divisibility"
of a full block may still lead to some cost increases relative to the current plan.

The blocks created under the Modified Block proposal and the constraints on block ownership will
also add to search and transactions costs relative to the current IFQ plan. However, under the
Modified Block alternatives, persons who want to purchase relatively small amounts of QS can always
opt to buy unblocked QS. This should help to mitigate the higher search and transaction costs
associated with blocked QS. If part-time operations prove to be more economically efficient than
imagined by block proponents, unblocked QS will provide another means for additional part-time
operators to obtain desired amounts of QS.

The Sitka Block, Full/Partial Block, and Modified Block proposals may have impacts on administrative

and enforcement costs as well as the IFQ management tasks that will need to be performed. If more
vessels would remain in the fishery due to a block amendment, the IFQ program might be more
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difficult to monitor and enforce. The need to track and monitor additional sets of constraints may
also increase administrative and enforcement costs.

However, some aspects of these proposals may reduce the administrative and enforcement costs or
release some resources to do a better job on other IFQ management tasks. For example, the original
Sitka Block and Full/Partial Block proposals would eliminate catcher vessel size categories. If this
occurred, NMFS would no longer have to be concerned about the actual size of a vessel during the
initial allocation process, and would not have to monitor landings and landing records to make sure
that a person’s quota shares were being used on a vessel of appropriate size.

The increased search and transactions costs associated with QS transfers under these block proposals
may lead to a reduction in the volume of transfers per person. If the proposal results in a reduction
in the overall volume of transfers, NMFS may be able to redirect resources to work on other
administrative or enforcement tasks, such as monitoring the larger number of operations or
administering and enforcing the new block constraints.

An environmental assessment (EA) is required by the National Environmental Policy Act of 1969
(NEPA) to determine if the action considered will result in significant impact on the human
environment. Under NEPA an action has a significant impact if it jeopardizes the productive
capability of the stocks, damages ocean and coastal habitats, adversely impacts public health or safety,
adversely affects endangered species or marine mammals, or has cumulative effects on stocks. If an
action is determined to not be significant based on an analysis of relevant considerations, the EA and
the resulting finding of no significant impact (FONSI) would be the final environmental documents
required by NEPA.

The Sitka Block, Full/Partial Block, and Modified Block alternatives may lead to increases in the
number of active operations compared to the IFQ plan. However they should not increase harvests
or reintroduce a derby-style fishery. Many aspects of the current IFQ plan would be preserved. The
block alternatives should not jeopardize the productive capability or have a cumulative effect on
stocks, damage ocean and coastal habitats, adversely impact public health or safety, adversely affect
endangered species, or adversely affect marine mammals. In summary, none of the block proposals
should have a significant impact under NEPA.

The Sitka Block, Full/Partial Block, and Modified Block proposals would affect all the persons who
would initially be issued IFQ under the halibut and sablefish plans. This includes an estimated 5,484
halibut quota holders and 1,121 sablefish quota holders. Almost all of these operators are small
businesses according to accepted NMFS definitions. 10

None of the block proposals would substantially alter the aggregate gross revenues received by the
fleet, although if they lead to an increase in the number of separate operations they may reduce the
fleet’s average gross revenues. None of the proposals should significantly increase the fleet’s
administrative paperwork or record-keeping requirements. Since almost all the operations within the
fleet are small businesses within the meaning of the act, there will be no differential compliance cost
impact between large and small business sectors.

10See Supplemental Analysis, page 7-7.
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It is unlikely that any of the block proposals would result in annual effects of over $100 million
relative to the current plan. None of the block proposals should be considered a significant
regulatory action under Executive Order 12866.
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1.0 INTRODUCTION

The groundfish fisheries in the Exclusive Economic Zone (EEZ) (3 to 200 miles offshore) of the Gulf
of Alaska (GOA) and Bering Sea and Aleutian Islands Area (BSAI) are managed under the Fishery
Management Plan (FMP) for the Groundfish of the GOA and the FMP for the Groundfish of the
BSAIL. Both FMPs were developed by the North Pacific Fishery Management Council (Council)
under the Magnuson Fishery Conservation and Management Act (Magnuson Act). The GOA FMP
was approved by the Secretary of Commerce and become effective in 1978 and the BSAI FMP
become effective in 1982. Sablefish, which is a groundfish, is regulated under these FMPs.

The domestic fishery for halibut in and off of Alaska is managed by the International Pacific Halibut
Commission (IPHC) as provided by the Convention between the United States and Canada for the
Preservation of the Halibut Fishery of the Northern Pacific Ocean and the Bering Sea (Convention),
signed at Washington on March 29, 1979, and the Northern Pacific Halibut Act of 1982.

While the IPHC has the primary authority for managing the halibut resource for biological
conservation purposes, the Halibut Act authorizes the appropriate Regional Fishery Management
Councils established by the Magnuson Act to develop regulations that are in addition to, but not in
conflict with, regulations adopted by the IPHC affecting the U.S. halibut fishery. Under this
authority, the North Pacific Fishery Management Council (Council) may develop, for approval by the
Secretary of Commerce (Secretary), limited access regulations for the Pacific halibut fishery in
Convention waters in and off of the State of Alaska that are consistent with criteria set forth in
Section 303(b) (6) of the Magnuson Act. The Council does not, however, have an FMP for halibut.

Actions taken to amend Fishery Management Plans or implement other regulations governing the
groundfish fisheries and actions taken by the Secretary to implement regulations governing the halibut
fishery must meet the requirements of Federal laws and regulations. Among the most important of
these are the National Environmental Policy Act (NEPA), the Endangered Species Act (ESA), the
Marine Mammal Protection Act (MMPA), Executive Order (E.O.) 12866, and the Regulatory
Flexibility Act (RFA).

NEPA, E.O. 12866, and the RFA require a description of the purpose and need for the proposed
action as well as a description of alternative actions which may address the problem. This information
is included in Chapter 1 of this document. Chapter 2 contains information on the biological and
environmental impacts of the alternatives as required by NEPA. Impacts on endangered species and
marine mammals are also addressed in this section. Chapter 3 contains a Regulatory Impact Review
(RIR) which addresses the requirements of both E.O. 12866 and the RFA that economic impacts of
the alternatives be considered. Chapter 4 contains the Initial Regulatory Flexibility Analysis (IRFA)
required by the RFA which specifically addresses the impacts of the proposed action on small
businesses.

This Environmental Assessment/Regulatory Impact Review/Initial Regulatory Flexibility Analysis
(EA/RIR/IRFA) addresses the Sitka Block Proposed Amendment to the current IFQ plans for
halibut and sablefish.

1.1 Management Background

The following is a summary of the Council’s previous actions with respect to Alaska’s halibut and
sablefish fishery. This summary is largely taken from earlier reports which describe the Council’s
actions in greater detail. A listing of previous reports can be found in Chapter 6.0.
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The commercial harvest of halibut off Alaska began in the 1890s. Management of halibut was
originally controlled by both the United States and Canada off of their respective coasts. In 1923 the
International Pacific Halibut Commission (IPHC) was established by a convention between the
United States and Canada to manage the halibut fishery. An additional treaty was signed in 1953 and
was amended by protocol in 1979. The IPHC has authority to establish regulatory areas, limit catch
by area, license vessels, regulate gear types, protect nursery areas, collect statistics and conduct
scientific research.

In 1982, the U.S. government added to the management tools available for halibut by delegating
additional regulatory authority to the geographically responsible Fishery Management Councils
(Northern Pacific Halibut Act of 1982, P.L. 97-176). Among other authorities, this act allows the
Councils to develop limited entry consistent with the criteria in Section 303(b)(6) of the Magnuson
Act (MFCMA) for approval by the Secretary.

The Magnuson Act also prohibited foreign fishing for halibut in the 200-mile Exclusive Economic
Zone (EEZ). The North Pacific Management Council (Council), by virtue of its geographical under
the Magnuson Act and the Halibut Act, may develop regulations for halibut off the coast of Alaska.

In December of 1991, the Council recommended an Individual Fishing Quota (IFQ) Program for
management of the "fixed gear” sablefish and halibut fisheries off of Alaska. "Fixed Gear" was
defined to include all hook and line fishing gears (longlines, jigs, handlines, and troll gear). The IFQ
plan for halibut was approved as a regulatory amendment by the Secretary of Commerce in early
1993.

The decision followed several years of discussions about how to best contain effort in these fisheries.
The Council became concerned about a rapidly growing halibut fleet and shrinking seasons in 1978.
In November 1978, the Council set a December 31, 1978 cut-off date for eligibility in the eventuality
that an access control program would be developed for halibut in the near future. In 1979, Council
workgroups discussed different methods to limit access to the fishery.

During this same time period, the Council studied limited entry options. The Council contracted with
Northwest Resources Analysis of Seattle, Washington to prepare a study of limited access options in
the halibut fishery (Northwest Resource Analysis 1983). The report concluded that an IFQ system
of management had the greatest potential for resolution of problems in the fishery and estimated that
the potential net benefits from such a system would be at least $5.373 million.

A moratorium on entry into the halibut fisheries was recommended by the Council in 1983, but was
rejected by the Secretary of Commerce. This moratorium was recommended as an interim measure
in response to shrinking seasons and other management problems associated with a derby-style
fishery.

In the mid-1980s the Council began to consider effort management alternatives for the sablefish
fishery. This fishery was developing into a derby-style fishery similar to the halibut fisheries. In 1985
the Council began exploring options to open access by soliciting input from the industry on potential
management alternatives.

In 1987 the Council took another step toward limited entry by adopting a Statement of Commitment
which dedicated the Council to "develop strategies for license limitation or the use of individual
transferable quotas in the sablefish fixed gear fishery." The Council held public workshops in 1988
to explore management options to change the derby-style fishery.
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In mid-1988 the Council directed its staff to develop and analyze five management options for the
sablefish fixed gear fishery: (1) continued open access without modifications, (2) modified open
access, (3) individual fishing quotas, (4) license limitation, and (5) a combined license, quota, anfi
open access system. In December of 1988, after reviewing a draft analysis document, the Council
declared the status quo (open access) as unacceptable and expressed a desire to further explore the
options of license limitation and IFQs.

In early 1989, the Council notified the public that it was considering similar limited entry management
options for all fisheries, particularly for the halibut fishery off Alaska. In November of 1989 the
Council reviewed a Supplemental Environmental Impact Statement (SEIS) which analyzed four
options for future management of the sablefish fisheries off Alaska: (1) continued open access, (2)
license limitation, (3) IFQs, and (4) a combination system called annual fishing allotments or AFAs.

Based upon the analysis contained in the SEIS, the Council decided that license limitation and annual
fishing allotments were not viable alternatives to solve the problems facing the sablefish fixed gear
fisheries. In April of 1990 the Council reviewed the Supplement to the SEIS which analyzed specific
IFQ programs against the open access alternatives.

In December of 1990, the Council directed staff to prepare a revised Supplement which analyzed
various forms of an IFQ management alternative for sablefish. The four IFQ systems analyzed
depicted a range of alternatives in terms of qualification periods, transferability restrictions, ownership
caps, community development quotas, and other system specifics. At that time, the Council directed
staff to analyze a similar set of IFQ alternatives for the halibut fishery with the intent that the IFQ
program would eventually include both sablefish and halibut.

The revised Supplement to the SEIS for sablefish fishery management was released for public review
on May 14, 1991. An Environmental Impact Statement (EIS) on IFQ alternatives for the halibut
fishery was released for public review on July 19, 1991. The Council wanted to ultimately submit a
combined package and postponed decisions on both fisheries until the September 1991 meeting.

In September of 1991 the Council provisionally recommended an IFQ management alternative for
both fisheries. The Council established an IFQ implementation team comprised of staff from various
government agencies and representatives from affected industry groups. The team was to produce
an implementation plan for Council and public review prior to the December 1991 meeting.

The Draft Implementation Plan was made available for public review and a public hearing was held
prior to the December 1991 meeting. At the December 1991 meeting, the Council made some minor
revisions in their IFQ plans for sablefish and halibut, and recommended a halibut and sablefish IFQ
alternative.

When the Council passed the proposed IFQ program for the sablefish and halibut fisheries in
December of 1991, the Council recognized that they might need to consider proposals to further
adjust aspects of the program. The Council delayed sending their IFQ plan amendment (regulatory
amendment for halibut) to the Secretary of Commerce so that further analysis of their plan could be
completecl.1

I5ee Supplemental Analysis Of The Individual Fishing Quota Management Alternative For Fixed
Gear Sablefish and Halibut Fisheries - Gulf of Alaska and Bering Sea/Aleutian Islands (March 27,

1992). For brevity, this report will be referred to as the Supplemental Analysis herein.
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At the April 1992 meeting, the Council rejected a motion to rescind its earlier vote and directed that
the IFQ plan amendment package be forwarded to the Secretary of Commerce. The proposed IFQ
programs for sablefish and halibut were approved by the Secretary of Commerce in early 1993.

At the April 1992 meeting, the Council also asked staff to analyze two proposed amendments to the
IFQ plans which they had adopted. The first was called the "Sitka Block" proposal and the second
was called the "1,000 Pound Minimum IFQ" proposal. At the June 1992 meeting, the Council asked
staff to analyze a third proposal which has been named the "Full/Partial Block" proposal.

All of the three proposals were developed to attempt to address concerns about the current IFQ plan
for halibut and sablefish. The two block proposals were to apply to both the sablefish and halibut
fisheries. The "1,000 pound minimum IFQ" proposal was to apply to the halibut fishery only. The
State of Alaska agreed to analyze all three proposals and asked the Commercial Fisheries Entry
Commission to conduct the analyses.

Discussion draft reports on the three proposals were presented to the Council and Adv1sory Panel
(AP) at their September 1992 meeting. These reports were sent out for pubhc comment in October
of 1992 and again presented to the Council at their January 1993 mectmg

At the January 1993 meeting, the Council adjusted the alternatives under each proposal and asked
that an EA/RIR/IRFA be prepared for each of the proposals. They asked for a single report on the
two block proposals and a separate report on the 1,000 Pound Minimum IFQ" proposal.

At their June 1993 meeting, the Council examined the draft EA/RIR/IRFA for Council Review which
covered both the Sitka Block and Full/Partial Block proposed amendments. The Council
recommended that the report be sent out for public review with minor editorial changes. At that

meeting, the Council dropped the "1,000 Pound Minimum IFQ" proposal from further consideration
after reviewing the draft EA/RIR/IRFA.

Part I of this EA/RIR/IRFA presents the analysis of the Sitka Block Proposal.

1.2  Purpose and Need For The Action

Many persons fear that there will be a large consolidation of QS under the current plan and they are
concerned that such an extensive consolidation will be harmful to the traditional fishing economies
of some Alaska coastal communities.* The Sitka Block Proposal was developed as a potential means
to address these concerns.

Supporters of the Sitka Block Proposal would like to obtain some of the benefits associated with an
IFQ program but would like to reduce the opportunities for consolidation of quota shares (QS)

2 The Sitka Block proposal was first presented to the Alaska Longline Fisherman’s Association by
Howard Pendell.

3At the request of the Council, the reports on the two block proposals were combined into a single
discussion draft report.

For example, see Socioeconomic Impacts Of The Proposed IFQ S On Southeast Alaska
Communities, April 1992. This report was prepared for the Sealaska Corporation by The McDowell
Group.
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relative to the current plan. In doing so, they hope to maintain a relatively large, diverse fleet and
protect "the socioeconomic health of the Alaska coastal communities."

The Sitka Block Proposal would alter aspects of the recently adopted IFQ programs for halibut and
sablefish. Under the current IFQ plan, quota shares would be largely based upon a person’s
“qualifying pounds" over a stated time penod The distribution of QS, coupled with annual Total
Allowable Catch (TAC), would then be used to determine the distribution of IFQs in each year.

Under the current IFQ plan, a person could permanently trade or sell any portion of their QS for
a particular area, species, and vessel category. Persons can accumulate QS and IFQ under the plan
as long as they do not exceed ownership "caps” specified in the plan or other transfer restrictions.

The Sitka Block proposed amendment would allocate QS in the same amounts as the current plan.
However, it would alter the present plan by placing a person’s initial allocation of QS into a block(s)
and requiring permanent transfers of QS to be "tied" to the block. It would also add a new ownership
capacity constraint by restricting the number of blocks that a person could hold.

The specifics of the original pfoposal were provided in a proposed amendment submitted by Linda
Behnken which can be found in Appendix A. The basics of the proposal are as follows:

1. Initial quota share allocations for each area shall be attached to a quota share license
(QSL) or block.” QS shall remain "tied" to a block and may only be permanently
sold or transferred in their entirety. There are the following two exceptions to this
proposed rule:

a. Halibut blocks in an area which have QS worth less than 1,000 pounds in the
first year of the program may be combined as long as the resulting block does
not exceed 1,000 pounds of IFQ.

SWhile quota shares are largely based on qualifying pounds, some changes in quota shares may
occur because of Community Development Quotas (CDQ) and the CDQ compensation requirement in
the plan. As the Final Rule does not contain precise formulation of the CDQ compensation
methodology, the small quota share adjustments due to CDQ compensation have not been considered
in the analysis herein.

SPersons may exceed a cap by initial allocation, but such persons are prohibited from obtaining any
more quota shares unless and until their holdings fall below the caps. Such persons cannot transfer
shares to another if that person would then exceed an ownership cap.

"The original proposal suggested that vessel classes could be dropped if the block proposal were
adopted. However, the originators of the proposal asked that the analysis include alternatives where
the current vessel classes for catcher boats are maintained. If vessel classes are included, QS
allocations and blocks would be area and vessel class specific.
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b. Sablefish blocks in an area which have QS worth less than 3,000 pounds in the
first year of the program may be combined as long as the resulting block does
not exceed 3,000 pounds of IFQ.S8

2. In the initial allocation, IFQs arising from a block should not exceed more than 1/2
of the specified ownership cap. In the discussions below, 1/2 of the specified
ownership cap will be designated the “maximum block size".

A person who receives an initial allocation of QS in an area in excess of the maximum
block size will be issued QS in multiple blocks. For example, a person with QS in an
area equal to 1.5 times the maximum block size will be issued one block equal to the
maximum block size and one block equal to .5 times the maximum block size.

3. All permanent sales or transfers of block will be free and clear of all control, fiduciary
trust, and/or future contract.

4, In the original version of the Sitka Block proposal, the catcher vessel categories in the
current plan would be eliminated, while the freezer-longliner distinction would be
maintained. Some of the alternative versions of the proposed amendment discussed
below maintain catcher boat categories and the restrictions on transferring QS among
different vessel categories.

5. An additional consolidation constraint is added under the Sitka Block proposed
amendment. In the original version, a person could not accumulate more than three
blocks in an area, although the person could hold up to four blocks for a short period
of time to help facilitate transfers. The original proposal also suggested that not more
than five blocks could be fished from one boat.

Our discussions with the proponents of the Sitka Block proposal indicated that they would want the
quota share leasing provisions to remain identical with those in the current plan. Thus while QS can
only be permanently transferred as a block, the block can be divided, to a limited extent, for purposes
of seasonal transfers of IFQs.

Supporters of the Sitka Block proposed amendment believe that it will help answer concerns about
the impacts of the IFQ program on the small boat fleet and on Alaska coastal communities. They
think that the proposed amendment would significantly increase support for IFQs in Southeast Alaska
and statewide by responding to frequently voiced objections raised by industry and community
members.

Supporters believe the proposal will provide protection for the resource without jeopardizing the
future of the small boat fleet or the economies of coastal communities. They think that (if vessel

8Blocks will contain QS and not IFQs. The IFQs associated with a block will vary each year
depending upon the TAC in the area and the total number of QS outstanding. To make these two
consolidation rules operational, the Council may need to define them in terms of quota shares. That
amount of IFQ associated with those QS may be above or below the originally specified IFQ thresholds
in subsequent years.
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categories are eliminated) the proposal will achieve the same fleet diversity more simply and
effectively than do vessel classes under the current plan.9

Proponents suggest that the provisions of the Sitka Block proposed amendment will:
1. Ensure the continued existence of a relatively large, diverse fleet.

2. Provide protection to coastal communities. Because small boats tend to be locally
based, traditional delivery patterns will continue.

3. Provide an entry level fishery accessible to deckhands and other small, independent
operators. The abundance of small quota share "blocks" will reduce the cost per
pound of these blocks.

4. Simplify implementation, monitoring, and enforcement by eliminating the need for
vessel size classes and significantly reduce the number of discreet blocks that may be
bought or sold.

Supporters of the Sitka Block proposal think that it would be prudent to take a more conservative
approach to IFQ programs in these fisheries than that embodied in the current plan. They believe
that the Sitka Block proposal represents such an approach. In being less "wide-open" they think that
it will lower administrative costs and reduce the perceived risk of negative social and economic
impacts. They point to more conservative initial a(Pproaches to IFQs elsewhere including the sablefish
and halibut IFQ programs in British Columbia.l

13 Alternatives Considered

Discussions with the originators of the Sitka Block proposed amendment indicated that they wanted
to review a number of alternative versions of the proposal for both the halibut and sablefish fisheries.
In some versions, the catcher vessel category distinctions in the current plan are maintained, in other
versions the catcher boat distinctions are altered. The alternatives also vary in terms of the number
of blocks a person is allowed to accumulate in an area, and the number of blocks which can be fished
from a single vessel.

These status quo and the Sitka Block alternatives for halibut and sablefish are outlined in subsections
1.3.1 through 1.3.11 below. The following paragraphs briefly explain the calculation of the maximum
block sizes by area and other features of the Sitka Block proposal which are common to all of the
alternatives.

%See Linda Behnken’s letter and the outline of the Sitka Block proposal in Appendix A.

10 The halibut and sablefish fisheries in British Columbia were already regulated by limited entry
licenses when the experimental individual vessel quota (IVQ) programs were implemented. The IVQ
allocations were tied to a vessel license and the amounts varied by vessel license. The IVQ allocations
were "stackable” in the sablefish fishery but not in the halibut fishery. Bruce Turris, halibut and
sablefish coordinator for the Department of Fisheries and Oceans, has indicated that these programs
are now being made permanent and IVQ allocations are being made more divisible in both fisheries
(personal communication with authors). Turris was sympathetic to a conservative incremental approach
to an IFQ program to make sure that the industry supported it and to make sure that those
administering and enforcing the program could adequately handle their tasks.
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The Sitka Block proposed amendment states that the maximum block size for an area should be 1/2
of the ownership cap for the area. As noted above, persons with QS for an area which exceed this
maximum block size would have their holdings split into more than one block. Under the IFQ plans,
as described in the proposed rule, QS holdings in some areas are restricted by more than one
ownership constraint.

Most of the ownership caps in the IFQ plan are caps that apply to QS ownership over multiple areas.
Once all QS have been issued, the ownership caps on QS should vary only slightly from year to year.

Conversations with the originators of the Sitka Block proposal indicated that they wanted the
maximum block size for an area to be 1/2 of the most restrictive ownership cap constraint affecting
that area. These block sizes would be calculated in the year that the program begins.

The following tables provide current estimates of maximum block sizes by area under the proposal.
These estimates are based upon current estimates of total qualifying pounds and total QS.

The maximum block sizes by area have also been translated into IFQs assuming 1991 TACs. Again,
1991 TACs were chosen for illustrative purposes, to be consistent with previous Council estimates
in the Supplemental Analysis.!! If different TACs prevail in the year the IFQ program is
implemented, then the maximum block sizes will translate into different amounts of IFQ.

The ownership caps for persons or individuals under the halibut IFQ plan are stated as follows:

No person or individual may own, hold, or otherwise control, individually or collectively more than:

a. 0.5% of the total QS from the combined IPHC areas 2C, 3A, and 3B,
b. 0.5% of the total QS from the combined IPHC areas 4A, 4B, 4C, 4D, and 4E, or
c. 1.0% of the total QS from IPHC Area 2C.

These ownership caps can be translated into estimated QS using current estimates of qualifying
pounds.

UThe full title of the report is Supplemental Analysis Of The Individual Fishing Quota

Management Alternative For Fixed Gear Sablefish And Halibut Fisheries - Gulf Of Alaska and Bering

Sea / Aleutian Islands March 1992. For brevity it will be referred to as The Supplemental Analysis
herein.
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TABLE 1.3-1. Halibut Ownership Cap Constraints

(1991 TACs)
Management QS CONSTRAINT
Areas (Quota Shares)
2C 575,753.15
2C+3A+3B 1,415,833.10
4A+4B+4C+4D+4E 147,682.47

The Sitka Block proposed amendment would make the maximum block size for an area equal to 1/2
of the most restrictive constraint affecting that area. Each area is included in at least one QS
ownership cap constraint. Area 2C is included in two quota share ownership cap constramts
Estimates of the QS constraints are based upon current estimates of total qualifying pounds.12

The following table takes one-half of the most binding QS constraint by area to estimate QS
maximum block sizes by area. The amount of IFQ associated with that maximum block size will vary
from year to year depending upon the TACs. Another column also shows what these maximum block
sizes would be worth in IFQs using 1991 TACs. These are the maximum block sizes used to evaluate
all of the Sitka Block alternatives for halibut.

TABLE 1.3-2. Halibut Maximum Block Sizes By Area
(assuming 1991 TACs)

Most

Restrictive Maximum Maximum

Ownership Block Block
Area Constraint (QS) Size (QS) Size (IFQs)
2C 575,753.15 287,876.58 37,000
3A 1,415,833.10 707,916.55 107,351
3B 1,415,833.10 707,916.55 124,146
4A 147,682.47 73,841.24 9,577
4B 147,682.47 73,814.24 15,194
4C 147,682.47 73,841.24 11,837
4D 147,682.47 73,841.24 10,404
4E 147,682.47 73,841.24 44,640

LRThese estimates are made from the data set used in The Supplemental Analysis which was
constructed by NFMS from several different data sources.
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The ownership caps for persons or individuals under the sablefish IFQ plan are stated as follows:
No person or individual may own, hold, or otherwise control, individually or collectively more than:

a. 1.0% of the combined total QS for the Gulf of Alaska and Bering Sea/Aleutian
Islands areas or

b. 1.0% of the total QS for the area east of 140 degrees W.
These estimated QS ownership cap constraints for sablefish are shown in the following table. These

estimates are also based upon current estimates of sablefish qualifying pounds.13

TABLE 1.3-3. Sablefish Ownership Cap Constraints
(assuming 1991 TACs)

Management QS CONSTRAINT
Areas (Quota Shares)
GOA + BSAI 2,829,535.04

E. of 1400 W. 599,444.19

The Sitka Block proposed amendment would make the maximum block size equal to one-half of the
most restrictive ownership cap constraint for an area. Each area is involved in at least one quota
share constraint. The Southeast Outside regulatory district that is east of 140 degrees west longitude
has two quota share ownership constraints.

The following table takes one-half of the most restrictive QS constraint by area to estimate QS
maximum block sizes by area. The amount of IFQ associated with that maximum block size will vary
from year to year depending upon the TACs. Another column shows what these maximum block
sizes would be worth in IFQs using 1991 TACs. These are the maximum block sizes used to evaluate
all of the Sitka Block alternatives for sablefish.

nAgain, these estimates are made from the data set used in The Supplemental Analysis which was
constructed by NFMS from several different data sources.
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TABLE 1.3-4.

Sablefish Maximum Block Sizes
(assuming 1991 TACs)

Most

Restrictive Maximum Maximum

Ownership Block Block
Area Constraint (QS) Size (QS) Size (IFQs)
AL 2,829,535.04 1,414,767.52 267377
BS 2,829,535.04 1,414,767.52 327,945
CG 2,829,535.04 1,414,767.52 261,427
SEO 599,444.19 299,722.10 51,842
WG 2,829,535.04 1,414,767.52 233,177
wY 2,829,535.04 1,414,767.52 249,778

In the analysis of the Sitka Block sablefish alternatives in Sections 3.8 through 3.11 below, 1991 TACs
are used and maximum block sizes in an area have been determined as shown above.

The following sections briefly describe each alternative in more detail. Alternative 1 is the current
plan which is the status quo with which all other alternatives are compared. It is briefly described
in Section 1.3.1.

The Council could adopt a Sitka Block proposed alternative for halibut and/or for sablefish. The six
Sitka Block alternatives for halibut are described in Sections 1.3.2 through 1.3.7. The alternatives
vary with respect to the presence or absence of vessel categories among catcher vessels, the number
of vessel categories, and the number of blocks in an area which can be held by a person. The
freezer-longliner and catcher vessel distinction is maintained in all alternatives.

The four Sitka Block alternatives for sablefish are described in Section 1.3.8 through 1.3.11. Again,
the alternatives vary with respect to the presence or absence of vessel categories among catcher
vessels, the number of vessel categories, and the number of blocks in an area which can be held by
a person. The freezer-longliner and catcher boat distinction is maintained in all alternatives.
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1.3.1 Alternative 1: Status Quo: The Current IFQ Plan

Under the current IFQ plan, a person’s IFQ in an area for a given year will depend upon the
person’s QS in the area, the total shares issued for the area, and the total allowable catch for the area
(TAC).* In mathematical terms, an individual’s allocation of individual fishing quota in the area
for a year will be determined as follows:

8_.

Any Community Development Quota for area j.

! Any overage for person i in area j in the previous year.

Where

Fij = individual i’s pounds of IFQ in area j.

Q.. = individual i’s holdings of quota shares for area j.
1 . . .

Qj = Total quota shares issued in area j.

T = The TAC for area j.

o

jj
The current IFQ plan also calls for QS and IFQ to be vessel class specific. The vessel classes in the
current halibut plan are defined as follows:

L Halibut Catcher Vessel Categories

a. Vessels less than or equal to 35 feet length overall.
b. Vessels greater than 35 and less than or equal to 60 feet length overall.
c. Vessels greater than 60 feet length overall.
IL. Freezer Vessels
The vessel classes in the current sablefish IFQ plan are defined as follows:

L Sablefish Catcher Vessel Categories

a. Vessels less than or equal to 60 feet length overall
b. Vessels greater than 60 feet length overall.
IL Freezer Vessels
Under the plan, QS allocated to a vessel class are not transferable to another vessel class. This

constraint would be part of the bundle of use-privileges attached to a quota share upon initial
issuance and would remain with that-quota share thereafter. Catcher boat QS cannot be transferred

l"Again, CDQ and CDQ compensation will likely mean that QS will not be exactly equal to
qualifying pounds.
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for use by another vessel class.’® For a more complete description of the current IFQ plan see the
Final Rule.16

1.3.2 Alternative 2H: Catcher Boat/Freezer-Longliner Distinction Only, Three Block Maximum

Consolidation Rule.

Alternative 2H is a Sitka Block alternative for the halibut fishery. The catcher boat size distinction
in the current plan would be removed and QS could be freely transferred among all catcher boats.
The freezer-longliner and catcher boat class distinctions in the current plan would be maintained.
A person could hold a maximum of three blocks in an area and a maximum of five blocks could be
fished from a given vessel.

1.3.3 Alternative 3H: Catcher Boats Divided Into Two Classes, Catcher Boat/Freezer Longliner
Distinction Maintained, Three Block Maximum Consolidation Rule.

Alternative 3H is a Sitka Block alternative for the halibut fishery. The three catcher boat size
categories within the current plan would be changed to two size classes, a "less than or equal to 60
foot" size class and a "greater than 60 foot" size class. Transfers of QS could not occur across these
catcher vessel categories. The freezer-longliner and catcher vessel class distinctions in the current
plan would be maintained. A person could hold a maximum of three blocks in an area and a
maximum of five blocks could be fished from a given vessel.

1.3.4 Alternative 4H: Catcher Boat Size Classes Are Maintained, Catcher Boat/Freezer-Longliner
Distinction Maintained, Three Block Maximum Consolidation Rule.

Alternative 4H is a Sitka Block alternative for the halibut fishery. The three catcher vessel size
categories within the current plan would be maintained. Transfers of QS could not occur across these
vessel classes. The freezer-longliner and catcher vessel class distinction in the current plan also would
be maintained. A person could hold a maximum of three blocks in an area and a maximum of five
blocks could be fished from a given vessel.

1.3.5 Alternative SH: Catcher Boat/Freezer-Longliner Distinction Only, Two Block Maximum
Consolidation Rule.

Alternative SH is a Sitka Block alternative for the halibut fishery. The catcher vessel size distinction
in the current plan would be removed and QS could be freely transferred among all catcher vessels.
The freezer-longliner and catcher vessel class distinctions in the current plan would be maintained.

Alternative SH differs from Alternative 2H only in the number of blocks a person can hold in an
area. Under Alternative SH, a person could hold a maximum of two blocks in an area and a
maximum of four blocks could be fished from a given vessel.

15Under the Final Rule, catcher vessel IFQ can be used on a freezer vessel provided no frozen or
otherwise processed fish are onboard during the fishing trip. However, the Council has voted to
eliminate this rule for halibut and add further restrictions for sablefish.

165¢e 50 CFR Parts 672, 675, and 676. Federal Register. 58(215): 59375-59413. November 9, 1993.
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1.3.6 Alternative 6H: Catcher Boats Divided Into Two Classes, Catcher Boat/Freezer-Longliner

Distinction Maintained, Two Block Maximum Consolidation Rule.

Alternative 6H is a Sitka Block alternative for the halibut fishery. The three catcher vessel size
categories within the current plan would be changed to two size classes, a “less than or equal to 60
foot" size class and a "greater than 60 foot" size class. Transfers of QS could not occur across these
categories. The freezer-longliner and catcher vessel class distinction in the current plan also would
be maintained. Alternative 6H differs from Alternative 3H only in the number of blocks which a
person can hold in an area. Under Alternative 6H, a person could hold a maximum of two blocks
in an area and a maximum of four blocks could be fished from a given vessel.

1.3.7 Alternative 7H: Catcher Boat Size Classes Are Maintained, Catcher Boat/Freezer-Longliner

Distinction Maintained, Two Block Maximum Consolidation Rule.

Alternative 7H is a Sitka Block alternative for the halibut fishery. The three catcher vessel size
categories within the current plan would be maintained. Transfers of QS could not occur across these
vessel classes. The freezer-longliner and catcher vessel class distinction in the current plan also would
be maintained. Alternative 7H differs from Alternative 4H only in the number of blocks a person
can hold within an area. Under Alternative 7H, a person can hold a maximum of two blocks in an
area and a maximum of four blocks could be fished from a given vessel.

1.3.8 Alternative 8S: Catcher Boat/Freezer-Longliner Distinction Only, Three Block Maximum

Consolidation Rule.

Alternative 8S is a Sitka Block alternative for sablefish. The catcher vessel size distinction in the
current plan would be removed and QS could be freely transferred among all catcher vessels. The
freezer-longliner and catcher vessel class distinctions in the current plan would be maintained. A
person could hold a maximum of three blocks in an area and a maximum of five blocks could be
fished from a given vessel.

1.3.9 Alternative 9S: Catcher Boats Divided Into Two Classes, Catcher Boat/Freezer Longliner

Distinction Maintained, Three Block Maximum Consolidation Rule.

Alternative 9S is a Sitka Block alternative for sablefish. The two catcher vessel size categories within
the current plan (less than or equal to 60 feet and greater than 60 feet) would be maintained.
Transfers of QS could not occur across these categories. The freezer-longliner and catcher vessel
class distinction in the current plan also would be maintained. A person could hold a maximum of
three blocks in an area and a maximum of five blocks could be fished from a given vessel.

1.3.10 Alternative 10S: Catcher Boat/Freezer-Longliner Distinction Only, Two Block Maximum

Consolidation Rule.

Alternative 10S is a Sitka Block alternative for sablefish. The catcher vessel size distinctions in the
current plan would be removed and QS could be freely transferred among all catcher vessels. The
freezer-longliner and catcher vessel class distinction in the current plan would be maintained.
Alternative 10S differs from Alternative 8S only in the number of blocks a person can hold in an
area. Under Alternative 10S, a person can hold a maximum of two blocks in an area and a maximum
of four blocks could be fished from a given vessel.
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1.3.11 Alternative 11S: Catcher Boats Divided Into Two Classes, Catcher Boat/Freezer-Longliner

Distinction Maintained, Two Block Maximum Consolidation Rule.

Alternative 11S is a Sitka Block alternative for sablefish. The two catcher vessel size categories
within the current plan (less than or equal to 60 feet and greater than 60 feet) would be maintained.
Transfers of QS could not occur across these categories. The freezer-longliner and catcher vessel
class distinctions in the current plan also would be maintained. Alternative 11S differs from
Alternative 9S only in the number of blocks a person can hold in an area. Under Alternative 118,
a person can hold a maximum of two blocks in an area and a maximum of four blocks could be fished
from a given vessel.

1.3.12 Summary of Sitka Block Alternatives

The following tables provide a brief summary outline of the Sitka Block alternatives for halibut and
sablefish.

OUTLINE OF SITKA BLOCK ALTERNATIVES

HALIBUT
Number of Blocks Vessel Categories
Alternative People/Vessels Freezers Catcher boats
2H 3/5 F CB: (all sizes)
3H 3/5 F CB: LE 60 ft
GT 60 ft
4B 3/5 F CB: LE 35 ft
36-60 ft
GT 60 ft
SH 2/4 F C8 (all sizes)
6H 2/4 F CB: LE 60 ft
GT 60 ft
7H 2/4 F CB: LE 35 ft
36-60 ft
GT 60 ft
OUTLINE OF SITKA BLOCK ALTERNATIVES
SABLEFISH
Number of Blocks Vessel Categories
Alternative People/Vessels Freezers Catcher boats
8s 3/5 F CB: (all sizes)
9s 3/5 F CB: LE 60 ft
GT 60 ft
10s 2/4 F CB: (all sizes)
118 2/4 F CB LE 60 ft.
GT 60 ft.
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1.4  Estimation Of Halibut Blocks Under The Sitka Block Alternatives

The Sitka Block alternatives for halibut were outlined in Sections 1.3.2 through 1.3.7 above. All
alternatives would place the initial allocation of QS into blocks. Persons whose QS were above the
maximum block size for an area would receive multiple blocks.

Under the proposal, halibut blocks with QS that are worth less than 1,000 pounds of IFQ in the year
the program begins could be consolidated as long as the resulting halibut block does not contain QS
that would be worth more than 1,000 pounds of IFQ in the implementation year.

The QS contained in blocks greater than these minimal amounts would remain permanently tied to
the block or QSL. Under all Sitka Block alternatives, the current Quota Share consolidation caps
in the plan will be maintained. In addition, the Sitka Block alternatives would further restrict
consolidation by limiting the number of blocks that a person could own in an area.

Maximum potential consolidation under each halibut Sitka Block alternative was estimated by area
as follows:

L. Maximum block sizes for halibut are determined for each area. As explained in Sections 1.2
and 1.3, these maximum block sizes were set equal to one-half of the most restrictive
ownership constraint for each area. The most restrictive ownership constraint would be
calculated once all qualifying pounds are known.l? In that year, the maximum block size
would be established for each area in QS, and thereafter might vary from year to year in terms
of the IFQs it represents. In this report, translation of maximum block sizes into IFQs was
based upon 1991 TAC:.

2. The initial distributions of QS are determined by area. QS which are greater than the
maximum block size are split into multiple blocks. These consist of a block(s) of maximum
block size and a remainder block which is less than the maximum block size.

3. Halibut blocks of QS that are worth less than 1,000 pounds of halibut IFQ are then
consolidated into blocks with QS that are worth no more than 1,000 pounds of halibut
IFQ.18 The rule used to estimate the maximum consolidation of these blocks was simply
to sum the IFQs associated with these blocks (in the implementation year) and divide by 1,000.
The integer of this result represents a number of blocks with exactly 1,000 pounds. The
remainder represents a single halibut block of less than 1,000 pounds. Each of these
consolidated blocks is then treated as a “single” block in step 4.

Y This assumes that total QS will be set equal to total qualifying pounds. Discussions with Council
staff on possible CDQ compensation procedures suggests that compensation will be achieved through
the redistribution of QS rather than the issuance of additional quota shares. Even if additional QS are
issued (so that quota shares exceed the number of qualifying pounds), the total number of qualifying
pounds would need to be known in order to precisely calculate the required compensation.

18Note that this rule may need to be written in terms of QS or in terms of IFQ value of the blocks
in the implementation year. The consolidation of such blocks could take place over several years and
the value of each block in terms of IFQ will vary each year. In this analysis, it was assumed that the
consolidation rule would operate using the IFQ value of the blocks in the implementation year, even if
the consolidation of such blocks occurs in later years,
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The procedure produces an estimate of the maximum initial consolidation of these blocks.
Again, the actual consolidation of such blocks would likely be less.

4. The remaining blocks in an area can then be further consolidated by the rules of the particular
alternative. In some alternatives a person could hold three blocks in an area. In other
alternatives, only two blocks could be held.

Using the three-block rule, maximum consolidation was calculated by simply dividing the
number of blocks by three (one was added if there was a remainder), as long as the number
of blocks below one-half the maximum block size was at least as great as half the number
above. An alternative rule was used if the distribution of blocks by size did not meet this
condition.1?

Under the two-block rule, maximum potential consolidation was estimated simply by dividing
the number of blocks by two.

Table 1.4-1 shows the results of these first three steps when vessel categories are ignored. The initial
distribution of IFQs (based on QS distribution and 1991 TACs) by halibut area is shown in the
"Current Status" columns. A few of the initial allocations exceed the maximum block size and need
to be split into multiple blocks. The results of these splits are shown in the distribution in the "After
Split" column. The final columns show the distribution of the remaining blocks after the maximum
consolidation of blocks under 1,000 pounds of IFQ occurs.

As can be seen, there are relatively few initial allocations above the proposed maximum block sizes
in each area as relatively few new blocks appear after the maximum block rule is applied. The 1,000
pound consolidation rule, as calculated herein, results in a significant reduction of small blocks in each
area.

Table 1.4-2 and Table 1.4-3 provide some more detail on the estimated initial distribution of IFQ
before the blocking rules are imposed. Table 1.4-2 shows the initial distribution of IFQ by pound
class and area, assuming 1991 TACS. Similarly, Table 1.4-3 shows the initial camulative distribution
of IFQ by pound class and area.?!

The alternative rule was as follows:

IF (N_BLW) < (N_ABV/2)

THEN MIN_BLKS = N_BLW + {(N_ABV - 2*N_BLW)/2}

Where:

N_BLW = the number of blocks below one-half the maximum block size.
N_ABYV = the number of blocks above one-half the maximum block size.

Note that there is usually one remaining block under 1,000 pounds. This is the result of the
method used to calculate maximum consolidation.

Tables 1.4-1 through 1.4-3 have ignored any vessel class distinctions.
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TABLE 1.4-1. Distribution of halibut IFQ blocks. The table shows blocks 1) as they currently stand, 2)
after the split of blocks that exceed the maximum block size, and 3) after the blocks less than
1,000 Lbs IFQ are consolidated (assuming 1991 TACs).

Current Status After split After Consolidation
Hal ibut Block
Mgmnt 1FQs Number Number Number
Area (1000s) in Class Percent in Class Percent in Class Percent
2C < 0.5 767 32.3 767 32.3 . .
0.5-1.0 309 13.0 309 13.0 1 0.1
1-5 802 33.8 803 33.9 1,173 70.4
5-10 308 13.0 308 13.0 308 18.5
10-20 155 6.5 155 6.5 155 9.3
20-30 25 1.1 25 1.1 25 1.5
30-40 * * 5 0.2 5 0.3
40-50 * * . . . .
2,371 2,372 1,667
3A < 0.5 1,018 31.5 1,018 31.4 1 0.0
0.5-1.0 280 8.7 280 8.6 . .
1-5 880 27.2 882 27.2 1,260 54.2
5-10 359 1.1 364 11.2 364 15.7
10-20 320 9.9 324 10.0 324 13.9
20-30 124 3.8 125 3.9 125 5.4
30-40 84 2.6 84 2.6 84 3.6
40-50 47 1.5 48 1.5 48 2.1
50-60 32 1.0 32 1.0 32 1.4
60-70 24 0.7 24 0.7 24 1.0
70-80 20 0.6 20 0.6 20 0.9
80-90 16 0.5 16 0.5 16 0.7
90-100 7 0.2 7 0.2 7 0.3
>= 100 19 0.6 19 0.6 19 0.8
3,230 3,243 2,324
38 < 0.5 118 13.3 118 13.3 . .
0.5-1.0 97 10.9 97 10.9 1 0.1
1-5 297 33.5 298 33.5 397 51.2
5-10 132 14.9 132 14.8 132 17.0
10-20 112 12.6 113 12.7 113 14.6
20-30 60 6.8 61 6.9 61 7.9
30-40 24 2.7 25 2.8 25 3.2
40-50 18 2.0 18 2.0 18 2.3
50-60 9 1.0 9 1.0 9 1.2
GQ_- NO * * * *
70-80 7 0.8 7 0.8 7 *
80-90 * * * * * 0.1
>= 100 7 0.8 7 0.8 7 0.9
886 890 775
4A < 0.5 48 13.8 50 11.9 . .
0.5-1.0 46 13.3 51 12.1 1 0.3
1-5 142 40.9 174 41.4 223 60.4
5-10 58 16.7 145 34.5 145 39.3
10-20 40 11.5 . . . .
20-30 9 2.6 . . . .
30-40 * * . . . .
40-50 * * . . . .
347 420 369
(con’t)
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TABLE 1.4-1 (con’t). Distribution of halibut 1FQ blocks. The table shows blocks 1) as they currently
stand, 2) after the split of blocks that exceed the maximum block size, and 3) after
the blocks less than 1,000 Lbs IFQ are consolidated (assuming 1991 TACs).

Current Status After Split After Consolidation
Halibut Block
Mgmnt IFQs Number Number Number
Area (1000s) in Class Percent in Class Percent in Class Percent
48 < 0.5 12 7.7 12 5.6 .
0.5-1.0 9 5.8 1 5.2 1 0.5
1-5 52 33.5 63 29.6 3 36.3
5-10 34 21.9 45 21.1 45 22.4
10-20 25 16.1 82 38.5 82 40.8
20-30 8 5.2 . R . .
30-40 4 2.6 . . . .
40-50 * . . . .
50-60 5 3.2 . . . .
70-80 * » . . . .
80-90 * * . . . .
155 213 201
4C < 0.5 8 9.8 8 7.7 1 1.0
0.5-1.0 6 7.3 6 5.8 . .
1-5 34 41.5 39 37.5 45 46.4
5-10 18 22.0 25 24.0 25 25.8
10-20 8 9.8 26 25.0 26 26.8
20-30 * * . . . .
30-40 * * . . . .
40-50 * * . . . .
50-60 * * . .
82 104 97
4D < 0.5 7 10.6 7 7.2 . .
0.5-1.0 * * 3 3.1 1 1.1
1-5 21 31.8 29 29.9 32 35.2
5-10 20 30.3 27 27.8 27 29.7
10-20 9 13.6 31 32.0 3 35.1
20-30 3 4.5 . . . .
30-40 * * . . .
40-50 * * . . . .
66 97 9
4E < 0.5 117 75.5 117 75.5 . .
0.5-1.0 1 7.1 11 7.1 1 2.0
1-5 23 14.8 23 14.8 45 90.0
5-10 4 2.6 4 2.6 4 8.0
155 155 50
ALL Areas Total 7,292 7,49 5,576

Note: Asterisks have been used to preserve data confidentiality
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TABLE 1.4-2. Estimated total IFQ pounds for halibut vessel owners by area and IFQ class (1991 TACs).

1FQ

Class

(1000s) 2c 3A 3B 4A 4B 4C 4D 4E
< 0.5 147,141 175,153 28,409 10,784 2,670 1,666 1,740 15,616
0.5-1.0 223,551 203,100 71,529 34,647 6,739 4,374 754 7,153
1-2 468,123 540,882 169,109 98,044 24,198 13,829 6,310 14,541
2-3 527,410 569,173 195,217 74,531 38,776 24,464 20,059 16,032
3-5 1,015,039 1,063,957 419,466 178,053 73,892 56,253 32,850 19,415
5-10 2,116,655 2,608,511 958,907 410,629 254,216 131,120 144,096 27,243
10-20 2,106,103 4,415,005 1,572,897 544,059 345,091 107,510 124,567 0
20-30 619,752 3,031,070 1,513,668 211,222 200,255 132,804 73,242 0
30-40 * 2,876,176 844,330 * 142,791 30,961 73,508 0
40-50 * 2,093,049 787,376 * * 42,161 122,874 0
50-60 0 1,757,812 478,299 0 271,194 54,857 0 0
60-70 0 1,560,944 * 0 0 0 0 0
70-80 0 1,483,937 513,998 0 * 0 0 0
80-90 0 1,377,433 * 0 * 0 0 0
$0-100 0 672,509 0 0 0 0 [ 0
>= 100 0 2,171,288 907,524 (1] 0 0 (4] 0

Total 7,400,000 26,600,000 8,800,000 1,700,000 1,700,000 600,000 600,000 100,000

TABLE 1.4-3. g:guiative estimated amount of IFQ pounds for halibut vessel owners by area and 1FQ class (1991
s).

IFQ
Class
(1000s) 2c 3A 3B 4A 4B 4C 4D 4E
< 0.5 147,141 175,153 28,409 10,784 2,670 1,666 1,740 15,616
0.5-1.0 370,693 378,253 99,937 45,431 9,408 6,041 2,494 22,770
1-2 838,816 919,135 269,046 143,475 33,607 19,869 8,804 37,311
2-3 1,366,225 1,488,308 464,263 218,006 72,382 44,333 28,863 53,342
3-5 2,381,264 2,552,265 883,729 396,058 146,275 100,586 61,713 72,757
5-10 4,497,919 5,160,777 1,842,636 806,688 400,491 231,706 205,809 100,000

10-20 6,604,022 9,575,782 3,415,533 1,350,747 745,582 339,216 330,376 .
20-30 7,223,775 12,606,852 4,929,201 1,561,969 945,837 472,021 403,619 .

15,483,028 5,773,531 1,657,532 1,088,628 502,982 477,126 .
40-50 7,400,000 17,576,077 6,560,907 1,700,080 1,267,729 545,143 600,000 .

W
o
1)
FS
o

*»

50-60 . 19,333,889 7,039,207 . 1,538,923 600,000 . .
60-70 . 20,894,833 * . . . . .
70-80 . 22,378,770 7,803,198 . 1,615,430 . .
80-90 . 23,756,203 * . 1,700,000 . .
90-100 . 24,428,712 * 8 . . . .
>= 100 . 26,600,000 8,800,000 . 8 . . .

Note: Asterisks have been inserted to preserve data confidentiality
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1.5 Estimation Of Sablefish Blocks Under The Sitka Block Alternatives

The Sitka Block alternatives for sablefish were outlined briefly in Sections 1.3.8 to 1.3.11 above. All
alternatives would place the initial allocation of QS into blocks. Persons whose QS were above the
maximum block size for an area would receive multiple blocks.

Under the proposal, sablefish blocks with QS that are worth less than 3,000 pounds of IFQ in the
implementation year could be consolidated as long as the resulting sablefish block does not contain
QS that would be worth more than 3,000 pounds of IFQ.

The QS of blocks greater than these minimal amounts would remain permanently tied to the block.
Under all Sitka Block sablefish alternatives, consolidation would be restricted by restricting the
number of blocks that a person could own in an area.

Maximum potential consolidation under each Sitka Block sablefish alternative is estimated by area
as follows:

1. Maximum block sizes for sablefish are determined for each area. As explained in Section 1.3,
these maximum block sizes are set equal to one-half of the most restrictive ownership
constraint for each area. The most restrictive ownership constraint would be calculated once
all qualifying pounds are known.?2 In that year, the maximum block size would be
established for each area in QS, and thereafter might vary from year to year in terms of the
IFQs it represents. In this report, translation of maximum block sizes into IFQs was based
upon 1991 TAC:s.

2. The initial distribution of QS are determined by area. Those which are greater than the
maximum block size are split into multiple blocks. These consist of a block(s) of maximum
block size and a remainder block which is less than the maximum block size.

3. Sablefish blocks of QS that are worth less than 3,000 pounds of sablefish IFQ in the first year
of the program are then consohdated into blocks with QS that are worth no more than 3,000
pounds of sablefish IFQ. 23 The rule used to estimate the maximum consolidation of these
blocks was simply to sum the IFQs associated with these blocks and divide by 3,000. The
integer of this result represents a number of blocks with exactly 3,000 pounds. The remainder
represents a single sablefish block of less than 3,000 pounds. Each of these consolidated
blocks is then treated as a "single" block in step 4.

2 Again, this assumes that total QS will be set equal to total qualifying pounds. Discussions with
Council staff on possible CDQ compensation procedures suggest that compensation will be achieved
through the redistribution of QS rather than the issuance of additional QS. Even if more QS are issued
(so that QS are greater than . qualifying pounds), the total number qualifying pounds would need to be
known if the compensation is to be calculated precisely.

BNote that this rule may need to be written to refer to QS or the IFQ value of the blocks in the
implementation year. The consolidation of such blocks could take place over several years and the
value of each block in terms of IFQ will vary each year. In this analysis, it was assumed that the
consolidation rule would operate using the IFQ value of the blocks in the implementation year, even if
the consolidation of such blocks occurs in later years. Again, 1991 TACs were used to make the
estimates.
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This procedure produces an estimate of the maximum initial consolidation of these blocks.
Again, the actual consolidation would likely be much less.

4, The remaining blocks in an area can then be further consolidated by the rules of the particular
alternative. In some alternatives a person could hold three blocks in an area. In other
alternatives, only two blocks could be held.

Using the three-block rule, maximum consolidation was simply calculated by dividing the
number of blocks by three (one was added if there were a remainder), as long as the number
of blocks below one-half the maximum block size was at least equal to half the number above.

Under these conditions it was assumed that any person could find three blocks where
combined QS would not exceed the most restrictive ownership constraint. An alternative rule
was used if the distribution of blocks by size did not meet this condition.? Under the two-
block rule, maximum consolidation was estimated simply by dividing the number of blocks by
two.

Table 1.5-1 shows the results of the first three steps. The initial distribution of IFQs (based on QS
distribution and 1991 TAC:s) by sablefish area is shown in the "Current Status” columns. Some of the
initial allocations exceed the maximum block size and need to be split into multiple blocks. The
results of these splits are shown in the distribution in the "After Split" column. The final columns
show the distribution of the remaining blocks after the maximum consolidation of blocks under 3,000
pounds of IFQ occurs.

As can be seen, there are relatively few initial allocations above the proposed maximum block sizes
in each area as relatively few new blocks appear after the maximum block rule is applied. The 3,000
pound consolidation rule, as calculated herein, does result in a significant reduction of small blocks
in each area.

Tables 1.5-2 and Table 1.5-3 provide some more detail on the estimated initial distribution of IFQ
before the blocking rules are imposed. Table 1.5-2 shows the initial distribution of IFQ by pound
class and %ea. Similarly, Table 1.5-3 shows the initial cumulative distribution of IFQ by pound class
and area.

2 The alternative rule was as follows:

IF (N_BLW) < (N_ABV/2)

THEN MIN_BLKS = N_BLW + {(N_ABV - 2*N_BLW)/2}

Where:

N_BLW = The number of blocks below one-half the maximum block size.
N_ABV = The number of blocks above one-half the maximum block size.

25Note that there is usually one remaining block under 3,000 pounds. This is the result of the
method used to calculate maximum consolidation.

2T ables 1.5-1 through 1.5-3 have ignored any vessel class distinctions.
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TABLE 1.5-1 (con’t). Distribution of sablefish IFQ blocks. Table shows blocks 1) as they currently stand,
2) after the split of blocks that exceed the proposed maximum block size, and 3) after
the blocks under 3,000 lbs. IFQ are consolidated (assuming 1991 TACs).

Current Status After Split After Consolidation
Sablefish Block
Mgmt 1FQs Number Number Number
Area (1000s) in Class Percent in Class Percent in Class Percent
Southeast 20-30 60 9.3 68 9.6 68 12.3
outside 30-40 29 4.5 37 5.2 37 6.7
(con’t) 40-50 20 3.1 24 3.4 24 4.3
50-60 17 2.6 65 9.2 65 1.7
60-70 7 1.1 . . . .
70-80 6 0.9 . . .
80-90 5 0.8 . . .
90-100 4 0.6 . . .
>= 100 13 2.0 . . .
647 707 555
Western Gulf < 1.0 30 16.2 30 16.0 1 0.6
1-3 19 10.3 19 10.2 . .
3-5 12 6.5 12 6.4 27 17.5
5-10 30 16.2 30 16.0 30 19.5
10-20 39 21.1 39 20.9 39 25.3
20-30 14 7.6 14 7.5 14 9.1
30-40 14 7.6 14 7.5 14 9.1
40-50 7 3.8 7 3.7 7 4.5
60-70 3 1.6 3 1.6 3 1.9
70 -80 * * * * * *
90 - 1 00 * * * * * *
>= 100 12 6.5 14 7.5 14 9.1
185 187 154
Southeast < 1.0 94 23.1 9% 23.0 . .
outside 1-3 57 14.0 57 14.0 1 0.3
3-5 34 8.4 34 8.3 79 26.1
5-10 60 14.7 60 14.7 60 19.8
10-20 51 12.5 52 12.7 52 17.2
20-30 27 6.6 27 6.6 27 8.9
30-40 21 5.2 21 5.1 21 6.9
40-50 1 2.7 1" 2.7 1" 3.6
50-60 10 2.5 10 2.5 10 3.3
60-70 7 1.7 7 1.7 7 2.3
70-80 6 1.5 6 1.5 6 2.0
80-90 6 1.5 6 1.5 é 2.0
90-100 5 1.2 5 1.2 5 1.7
>= 100 18 4.4 18 4.4 18 5.9
407 408 303
Unknown < 1.0 | 25 100.0 | . . | . .
======== SoS=zzsz=ss 2 ——4-3-3-3-33
All Areas Total 2,191 2,238 1,693

Notes: This table includes persons who were originally assigned IFQs of 0 due to their small
amount of quota shares (blocks).

Asterisks have been used to preserve data confidentiality
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TABLE 1.5-2. Estimated total IFQ pounds for sablefish vessel owners by area and IFQ class (1991 TACs).

Class Aleutian Bering Western Central West Southeast
(1000s) Islands Sea Gulf Gulf Yakutat Outside
< 0.5 1,455 3,704 3,020 21,010 11,266 15,388
0.5-1.0 3,748 10,097 7,870 33,444 19,885 25,573
1-2 8,774 15,609 16,887 67,880 47,377 63,074
2-3 14,771 14,727 17,328 94,776 59,282 87,964
3-5 55,269 32,099 46,649 132,276 134,525 232,806
5-10 158,048 166,337 220,482 326,171 453,883 717,112
10-20 320,725 391,625 591,097 1,038,852 747,007 1,620,161
20-30 282,828 248,106 359,570 925,601 653,377 1,454,948
30-40 203,308 366,030 481,485 984,288 750,005 998,948
40-50 400,929 176,148 316,801 834,838 470,087 908,383
50-60 211,487 336,885 0 878,004 533,293 925,249
60-70 * * * 1,023,772 458,226 453,045
70-80 * * * 1,113,213 456,793 460,254
80-90 * 0 0 766,297 503,244 418,918
$90-100 * * * 1,147,759 476,392 374,385
>= 100 2,994,266 1,150,382 2,495,453 9,262,627 2,706,565 1,612,224
Total 5,291,062 3,417,152 5,158,654 18,650,806 8,481,207 10,368,432
TABLE 1.5-3. ?ggg#a;;;e)estimated amount of IFQ pounds for sablefish vessel owners by area and IFQ class

s).
1FQ

Class Aleutian Bering Western Central West Southeast
(1000s) Islands Sea Gulf Gulf Yakutat Cutside
< 0.5 1,455 3,704 3,020 21,010 11,266 15,388
0.5-1.0 5,203 13,801 10,891 54,454 31,151 40,962
1-2 13,977 29,409 27,778 122,333 78,528 104,035
2-3 28,748 44,136 45,106 217,109 137,810 191,999
3-5 84,017 76,235 91,755 349,385 272,334 424,804
5-10 242,065 242,572 312,238 675,556 726,217 1,141,917
10-20 562,790 634,197 903,335 1,714,407 1,473,224 2,762,077
20-30 845,618 882,303 1,262,905 2,640,009 2,126,601 4,217,025
30-40 1,048,927 1,248,333 1,744,390 3,624,296 2,876,606 5,215,973
40-50 1,449,855 1,424,480 2,061,191 4,459,134 3,346,693 6,124,357
50-60 1,661,342 1,761,365 2,061,191 5,337,138 3,879,986 7,049,605
60-70 * * * 6,360,910 4,338,212 7,502,651
70-80 * * * 7,474,123 4,795,005 7,962,905
80-90 * * * 8,240,420 5,298,249 8,381,823
90-100 * * * 9,388,179 5,774,641 8,756,208
>z 100 5,291,062 3,417,152 5,158,654 18,650,806 8,481,207 10,368,432

Note: Asterisks have been inserted to preserve data confidentiality
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2.0 NEPA REQUIREMENTS: ENVIRONMENTAL IMPACTS OF THE ALTERNATIVES

An environmental assessment (EA) is required by the National Environmental Policy Act of 1969
(NEPA) to determine whether the action considered will result in significant impact on the human
environment. The environmental analysis in the EA provides the basis for this determination and
must analyze the intensity or severity of the impact of an action and the significance of an action with
respect to society as a whole, the affected region and interests, and the locality. If the action is
determined not to be significant based on an analysis of relevant considerations, the EA and resulting
finding of no significant impact (FONSI) would be the final environmental documents required by
NEPA. An environmental impact statement (EIS) must be prepared if the proposed action may
cause a significant impact on the quality of the human environment.

An EA must include a brief discussion of the need for the proposal, the alternatives considered, the
environmental impacts of the proposed action and the alternatives, and a list of document preparers.
The purpose and alternatives were discussed in Sections 1.2 through 1.4, and the list of preparers is
in Chapter 8. This section contains the discussion of the environmental impacts of the alternatives
including impacts on threatened and endangered species and marine mammals.

2.1 Environmental Impacts of the Alternatives

Alternatives 2H through 7H and 8S through 11S would not alter the initial distribution of QS relative
to the current IFQ programs (Alternative 1). These alternatives could however impact the future
distribution of QS, as they add new constraints on QS ownership and transferability.

Chapter 3 of this report indicates that maximum potential consolidation in the sablefish and halibut
fisheries is expected to decrease under these alternatives relative to the current plan. If actual
consolidation is related to maximum potential consolidation, then it is likely that there will be more
fishing operations remaining in these fisheries under the Sitka Block alternatives than under the
status quo.

Nevertheless, all Sitka Block alternatives maintain the essential elements of an IFQ program, and as
such should reduce or eliminate many of the problems associated with the "race for the fish." Thus
the environmental impacts of the Sitka Block alternatives are not expected to be substantially
different than the current IFQ programs which have been approved by the Secretary. Sections 2.2.19
through 2.2.27 of the Supplemental Analysis describe potential conservation and environmental
impacts of the status quo.
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22 Impacts on Threatened or Endangered Species

The following species, currently listed under the ESA, are present in the BSAI and GOA
management areas.

Endangered
Northern right whale Balaena glacialis
Gray whale Eschrichtius robustus
Sei whale Balaenoptera borealis
Blue whale Balaenoptera musculus
Fin whale Balaenoptera physalus
Humpback whale Megaptera novaeangliae
Sperm whale Physeter macrocephalus
Snake River sockeye salmon Oncorhynchus nerka
Short-tailed albatross Diomedea albatrus
Threatened
Steller sea lion Eumetopias jubatus
Snake R. spring/summer chinook salmon Oncorhynchus tshawytscha
Snake R. fall chinook salmon Oncorhynchus tshawytscha
Spectacled eider Somateria fischeri

To date, critical habitat has only been designated for the Steller sea lion.

Other sensitive seabird/marine bird species are listed below and include Category 1 and Category 2
species. Category 1 species are eligible for listing and await only the processing of higher priority
species. Category 2 species are currently under review by the Fish and Wildlife Service for possible
listing. Steller’s eider is a category 1 species; all others are category 2 species.

Steller’s eider Polysticta stelleri

Marbled murrelet Brachyramphus marmoratus
Red-legged kittiwake Rissa brevirostris

Kittlitz’s murrelet Brachyramphus brevirostris

Status of Section 7 Consultations for above listed species:

Cetaceans: Formal consultation on the effects of the GOA groundfish fishery on listed cetaceans was
concluded on April 19, 1991. The biological opinion issued for that consultation considered all
aspects of the fishery and concluded that the fishery was unlikely to adversely affect listed cetaceans.
The April 19, 1991, biological opinion on the effects of the BSAI groundfish fishery on listed species
did not specifically evaluate effects to listed cetaceans in any detail. Instead it incorporated by
reference, an earlier biological opinion on the effects of the BSAI groundfish fishery on cetaceans,
issued December 14, 1979, and the biological opinion issued July 5, 1989, on the marine mammal
exemption program. The April 19, 1991, BSAI opinion reiterated the conclusion of these earlier
opinions that the BSAI groundfish fishery was unlikely to jeopardize listed cetaceans. Unless there
is some change in the GOA or BSAI fishery or information on cetaceans that would indicate an
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effect or relationship exists that we have not previously considered, it is not necessary to reinitiate
consultation for these species.

Salmon: Effects of the GOA and BSAI groundfish fisheries on listed salmon were considered by
informal consultations with the NMFS Northwest Region for fishing years 1992 and 1993 (February
20, 1992, April 21, 1993, respectively). In addition to the environmental assessment documents on
the fisheries, the Alaska Region wrote a biological assessment (March 17, 1993) and the decisional
document that accompanied the April 21, 1993, memorandum concluding that salmon species listed
under the ESA were not likely to be adversely affected by the 1993 TAGC:s, or by a change of the non-
roe pollock fishing season in the BSAIL Subsequent informal Section 7 consultation occurred for
BSAI Amendment 28 (June 7, 1993), and for GOA Amendment 31 (September 22, 1993).

Consultation for fishing year 1994 and for future years needs to be addressed. The Northwest Region
stated their intention to rely on multiple-year consultations when the effects of an action on listed
salmon can be evaluated adequately over the long term. We have also been advocating this approach.
Tamra Faris and Jessica Gharrett are writing a biological assessment containing a description of
anticipated fishing activities conducted under the FMPs, including annual specification amounts, in
multiple-year terms and the current information on potential takings by the fishery of the listed
salmon. Peter Dygert, NW Region, has been in contact with us regarding the information assessment
and its packaging. When the impact analysis is complete, we should again confer with the NW
Region to agree on a time frame for the consultation and to determine whether a formal or informal
consultation is required. At a minimum, the process will be completed before calendar year 1993
ends.

Steller sea lions: Formal consultation on the effects of the BSAI and GOA groundfish fisheries on
Steller sea lions was concluded on April 19, 1991. The biological opinions issued for these
consultations considered all aspects of the fisheries and concluded that the BSAI and GOA fisheries
were unlikely to jeopardize the continued existence and recovery of the Steller sea lion population.
Subsequently, Section 7 consultation has been reinitiated for every change to the FMP or fishery that
could affect Steller sea lions. Numerous informal consultations have been conducted; formal
consultation was reinitiated for FM actions that appeared likely to result in adverse effects.
Specifically, formal consultation was conducted and biological opinions issued for: (1) GOA 1991
pollock TAC, June 5, 1991; (2) GOA 1991 pollock fourth quarter allocation, September 20, 1991;
(3) 1992 GOA TAC specifications, December 23, 1991; (4) 1992 BSAI TAC specifications, January
21, 1992; and (5) Amendment 18 to the BSAI FMP (inshore/offshore), March 4, 1992. PRMD will
continue to track FM actions and will consult, formally and informally, as needed. The next
anticipated consultation will consider effects of the 1994 TAC specifications, following the December
1993 meeting of the North Pacific Fishery Management Council.

Seabirds: Formal consultation was concluded on the effects of the NMFS Interim Incidental Take
Exemption Program on the short-tailed albatross and other species listed under the ESA and under
the jurisdiction of the USDI Fish and Wildlife Service (FWS) on July 3, 1989. That consultation
concluded that BSAI and GOA groundfish fisheries would adversely affect the short-tailed albatross
and would result in the incidental take of up to two birds per year, but would not jeopardize the
continued existence of that species. A technical memorandum dated July 21, 1989, from the FWS
to NMFS documented actions intended to reduce incidental take of the marbled murrelet, a species
not listed, but a category 2 candidate. Subsequently, Section 7 consultation has been reinitiated for
major changes to the FMP or fishery that might affect the short-tailed albatross; these have been
informal consultations, and have concluded that no additional adverse impacts beyond those in the
aforementioned formal consultation would occur. These subsequent informal consultations include:
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(1) 1992 BSAI and GOA TAC specifications, January 17, 1992; (2) 1993 BSAI and GOA TAC
specifications, February 1, 1993, and clarified February 12, 1993; (3) delay of the second quarter
pollock fishing season in the GOA, December 22, 1992; (4) careful release of halibut in hook-and-line
fisheries, March 12, 1993; (5) delay of the second pollock fishing seasons in the BSAI and GOA,
March 12, 1993; (6) BSAI Amendment 28, April 14, 1993; (7) GOA Amendment 31, July 21, 1993;
and (8) 1994 BSAI and GOA TAC specifications, February 14, 1994.

None of the alternatives considered under this action will affect any of the above listed or candidate
species.

23 Impacts On Marine Mammals

The Supplemental Analysis notes that under the IFQ program, which is Alternative 1 in this analysis,
"the patterns of fishing in this fishery would change from a very brief opening with highly
concentrated effort to an extended fishery over both time and space with effort being less
concentrated but occurring over a longer time period and possibly over greater areas. Adverse
interactions between fisheries and marine mammals have often been thought to be directly related
to the concentration of fisheries in time and space. To the extent that is true for the fixed gear
halibut and sablefish fisheries, the IFQ program, which will disperse the fishery in time and space,
will decrease such effects.”?’ This suggests that it may be less likely that marine mammals and
longline gear will be at the same place at the same time if the fishery can be spread out in time and
space.

There is, however, a possibility that interactions with marine mammals, specifically killer whales, may
increase as fishing effort is spread out over time and space. Dalheim (1988) has documented
interactions between longline fishermen and killer whales primarily in Prince William Sound and the
Aleutian Islands. The killer whales are opportunistic feeders and learn to recognize the presence of
longline gear in the area (by vessels and buoys) and respond to the sound of gear retrieval. As the
longline gear is being retrieved and the sablefish are in the upper water column and on the water
surface, killer whales may consume fish off the hooks. This results in less harvest to the vessel per
unit of gear deployed. The "adverse impacts” occur if fishermen injure killer whales in their attempts
to discourage them from feeding on the sablefish.

Some have suggested that confining longline gear to a narrow window of time may limit the amount
of gear that is subject to killer whale predation because the whales can ox;lly be in one place at a time
and there are not enough of them to be present at all gear retrievals.“ If so, spreading longline
gear retrieval out over time, as is the objective of the IFQ program, may provide a larger window of
opportunity for killer whales to prey on the gear as it is being retrieved. However, if this occurs,
fishermen will have increased time under an IFQ system to wait until killer whales move away from
the area where their gear is set, to deploy dummy gear or to use other methods to distract or dissuade
the killer whales.

Marine mammal interactions in the longline fisheries for halibut and sablefish are currently monitored
through the Marine Mammal Exemption Program (MMEP). Under this program, all longline
fisheries in the GOA and BSAI are categorized as to their expected impact on marine mammals. If

z Supplemental Analysis, page 7-9.

28personal Communication with Tamra L. Faris, a fishery biologist with the Protected Resources
Management Division, NMFS Alaska Region in Juneau, Alaska.
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increased interactions between fishermen and marine mammals occur in the future as a result of the
IFQ program or amendments to it, changes in the classification and monitoring of these longline
fisheries may be needed.

The block proposals identified in this analysis are expected to result in less consolidation of IFQ and,
therefore, more individual fishing operations. While it is possible that an IFQ program may provide
increased opportunities for killer whales to feed off sablefish while longline gear is being retrieved,
the extent to which killer whale interactions will change is unknown. The change in fishing effort
as a result of the block proposals is not expected to result in a significant increase in interactions with
marine mammals over and above that which will be experienced under the current IFQ program
(status quo).

2.4 Conclusions or Findings of No Significant Impact

Under NEPA an action has a significant impact if it does the following:

a. jeopardizes the productive capability of the stocks;

b. damages ocean and coastal habitats

c. adversely impacts public health or safety

d. adversely affects endangered species or marine mammals; and/or
e has cumulative effects on stocks.

The Sitka Block alternatives are unlikely to jeopardize the productive capability of the stocks or have
cumulative effects on the stocks. Sections 2.2.19 through 2.2.27 of the Supplemental Analysis
describe the conservation and environmental impacts of the current IFQ program. The Sitka Block
program may increase the number of fishing operations remaining in the fishery, but will still reduce
the “race for the fish" and reduce stock losses associated with fishing mortality due to the lost gear
and discarded bycatch.

The increase in the number of fishing operations may increase enforcement problems associated with
undereporting, highgrading, and misreporting the area of catch relative to the current IFQ program.
Nevertheless, it is currently expected that the plan administrator and fishery managers will be able
to contain such problems, should they occur, so that the stocks are not jeopardized. A Sitka Block
alternative should not be significantly different than the current program with respect to the need
to contain such problems.

A Sitka Block amendment should not impact threatened or endangered species relative to the status
quo. The Sitka Block alternatives are expected to have no impacts on marine mammals relative to
the current IFQ program. The Sitka Block proposed amendment is not likely to impose significant
damages on ocean and coastal habitats.
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A Sitka Block amendment should not adversely affect public health or safety. Section 2.2.1 in the
Supplemental Analysis indicates that the current IFQ program is expected to increase the safety of
fishermen “by reducing substantially the incentive fishermen have to disregard factors that increase
the risk of accidents."~” An IFQ program does this by reducing "the race for the fish" and thereby
reducing the opportunity cost of safety. The Sitka Block alternatives would provide similar incentives
with respect to safety.

In summary, the Sitka Block alternatives are not expected to have significant impacts under NEPA.

29Suggleme,ntal Analysis, page 2-3.
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3.0 REGULATORY IMPACT REVIEW: SOCIAL AND ECONOMIC IMPACTS OF THE
ALTERNATIVES

This chapter provides information about the economic and socioeconomic impacts of the alternatives
including identification of the individuals or groups that may be affected by the action, the nature of
the impacts, quantification of the economic impacts if possible, and discussion of the tradeoffs
between qualitative and quantitative benefits and costs.

The requirements for all regulatory actions specified in E.O. 12866 are summarized in the following
statement from the order:

In deciding whether and how to regulate, agencies should assess all costs and benefits
of available regulatory alternatives, including the alternative of not regulating. Costs and
benefits shall be understood to include both quantifiable measures (to the fullest extent
that these can be usefully estimated) and qualitative measures of costs and benefits that
are difficult to quantify, but nevertheless essential to consider. Further, in choosing
among regulatory approaches, agencies should select those approaches that maximize net
benefits (including potential economic, environment, public health and safety, and other
advantages; distributive impacts; and equity), unless a statute requires another regulatory
approach.

This chapter also addresses the requirements of both E.O. 12866 and the Regulatory Flexibility Act
to provide adequate information to determine whether an action is "significant” under E.O. 12866 or
will result in “significant” impacts on small entities under the RFA. E.O. 12866 defines a "significant
regulatory action” as likely to result in (1) an annual effect on the economy of $100 million or more;
(2) an adverse effect in a material way on the economy, a sector of the economy, productivity,
competition, jobs, the environment, public health or safety, or State, local or tribal governments or
communities; or (3) a novel legal or policy issue. Requirements of the RFA are addressed in
Chapter 4.

This section provides an RIR for the Sitka Block proposed amendment alternatives. As previously
noted, a main objective of the Sitka Block proposed amendment is to reduce the potential for
consolidation of QS relative to the current plan. Proponents think that preserving QS in a wide
variety of block sizes will also ensure that the current diversity of operations within the fleet will be
maintained.

While small amounts of QS will be allocated under the current IFQ program, and nothing precludes
any fisherman from buying a small amount of QS if small amounts are profitable, some fear that
consolidation will result in a small number of operations with relatively large holdings.

The Sitka Block proposal seeks to guarantee that a large number of smaller blocks will continue to
exist. Proponents believe that the existence of a large number of small blocks will ensure that some
QS will continue to be available to support a part-time fleet and an entry level fishery.

Aspects pertinent to all of the Sitka Block alternatives have been explored above. The main focus
of this section is to examine to what extent the Sitka Block alternatives alter the potential for
maximum consolidation relative to the current plan.

A more difficult question is how actual consolidation would be altered by the different alternatives.
These authors suspect that actual consolidation will be less than the maximum possible consolidation
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(minimum number of quota share holders) under all alternatives, including the current plan.
Nevertheless, actual consolidation is difficult to forecast.

The rough estimates of the maximum potential consolidation contained herein may provide an index
of the relative ranking of alternatives with respect to consolidation. The Status Quo alternative used
in this analysis is the current plan for sablefish and halibut. The status quo is covered in Section 3.1.
The Sitka Block proposed alternatives for the halibut fishery are covered in Sections 3.2 through 3.7.
The Sitka Block proposed alternatives for the sablefish fishery are covered in Sections 3.8 through
3.11.

3.1 Alternative 1: The Status Quo: The Current IFQ Programs

The Sitka Block proposal would amend the current IFQ program for sablefish and halibut. Thus for
the purpose of this analysis, this program is the status quo.

The Supplemental Analysis indicates that the ownership cap30 restrictions, to the extent that they
are enforceable, will prevent the number of QS holders and the number of vessels from falling below
the following levels:
Halibut:

1. Area 2C-3B halibut (together): 200 QS owners.

2. Area 4A-4E halibut (together): 200 QS owners.

3. Area 2C halibut: 160 QS owners.

4. All areas (together): 200 QS owners.

Sablefish:
1. EEZ wide sablefish: 100 QS owners and 100 boats.
2. Gulf of Alaska sablefish East of 140° W : 100 QS owners and 100 boats.

This is the maximum possible consolidation that could occur under the IFQ program (ignoring
enforcement problems). The Supplemental Analysis indicated that it was not clear how far
consolidation of QS actually would go under the IFQ program. In part, it will depend upon whether
or not operations which specialize in the halibut or sablefish fishery will tend to be more profitable
with respect to using IFQs than will operations which are more diversified.31

The Supplemental Analysis used harvesting cost models to help predict the net economic benefits
which would result from the halibut IFQ program. The harvesting cost model for halibut was used
with vessels that had landings of at least 500 pounds in areas 2C, 3A, 3B, or 4A. Without an IFQ
program there were approximately 3,796 vessels in this category in 1990. Among other things, the

3rnformation on the ownership caps is provided in Section 1.3 above.

3gee the Supplemental Analysis, page 2-45.
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harvesting cost model was used to estimate the number of vessels which would remain in the IFQ
fishery under different assumptions.

Assuming that there would be consolidations of QS within a vessel category but not across vessel
categories, and that each remaining vessel would be involved in the fishery for 200 days a year, the
halibut harvesting cost model predicted that the number of vessels would decline from approximately
3,796 vessels to the 147 to 192 vessel range. Using the same assumptions, but allowing consolidation
across vessel classes produced an estimate of 72 to 94 vessels. All of these numbers were below the
maximum ownership caps set by the Council.

The halibut harvesting cost model predicted higher remaining fleet levels if each vessel would be
involved in the halibut fishery only 50 days a year. Here the estimate ranged from 588 to 768 vessels.
Under these assumptions, the ownership caps would not be binding.

The Supplemental Analysis suggested that the number of vessels in the sablefish fishery could fall
below 100 in the absence of ownership caps.?’2 If so, the ownership caps would be binding and 100
vessels would be the minimum that would occur after maximum consolidation. However, it is unclear
that actual consolidation would go that far.

This analysis will concentrate on rough estimates of the maximum potential consolidation under each
alternative. For purposes of this analysis, the levels implied by the ownership caps above will be used
as the estimates for the status quo alternative.

3.2 Alternative 2H: Catcher Boat / Freezer-Longliner Distinction Only, Three Block Max

Consolidation Rule

The first alternative for halibut is the original Sitka Block proposed amendment (see Appendix A).
Here size categories would be eliminated for catcher vessels, and blocks of QS could be traded freely
among all catcher vessels. Quota share blocks could not be traded between catcher vessels and
freezer-longliners. The ownership cap restrictions in the current IFQ plan would remain unchanged.

This alternative uses maximum block sizes as described in Section 1.3. In the examples herein,
maximum block sizes have been translated into IFQs given 1991 TACs. Blocks with QS worth less
than 1,000 pounds of IFQ can be combined as long as the QS in the combination are not worth more
than 1,000 pounds of IFQ in the implementation year.

While trading among all catcher vessels would be allowed under the proposal, a new consolidation
constraint is imposed by the alternative. A person is restricted to holding a maximum of three blocks
in an area on an ongoing basis, and only five blocks can be fished from a vessel.

Table 3.2 provides summary details on numbers of blocks by area. The table also provides estimates
by area of maximum potential consolidation under Alternative 2H. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.

Table 3.2 provides the maximum block sizes by area in terms of IFQ. As blocks contain QS their
value in terms of IFQ will vary each year as TACs vary. Here, the block sizes were calculated using

32Gee Table 2.2 of the Supplemental Analysis.
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1991 TACs. As can be seen, these maximum block sizes for halibut vary widely from 9,577 pounds
in Area 4A to 124,146 pounds in Area 3B.33

The estimated distribution of blocks above and below the maximum block size in each area are also
provided in two columns. These blocks represent those that are remaining after blocks under 1,000
pounds have been consolidated. In most areas, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size. Areas 4B and 4D

are exceptions.

The estimated minimum numbers of block holders that would result if the maximum potential
consolidation occurred are shown in the last column of Table 3.2. These estimates are shown by area.
If maximum potential consolidation occurred, these estimates suggest that Area 3A would have the
largest remaining number of block holders at 776.

The minimum number of block holders across all areas cannot be calculated by this method.
Nevertheless, an examination of the ownership restrictions suggests that the global minimum across
all areas might approach the highest remaining number of block holders in any one area. Again, this
would be 776. The estimates, when compared with the status quo estimates, suggest that Alternative
2H would reduce the potential for consolidation relative to the current plan.

The estimates in Table 3.2 represent the remaining number of block holders should maximum
consolidation occur. Under Alternative 2H, up to five blocks could be fished from a vessel. If five
blocks were fished from every vessel, the number of vessels would be lower than the number of block
holders. The minimum number of vessels across all areas, if all boats utilized five quota share
licenses, would be approximately 3/5 (60%) of the number of block holders should maximum
consolidation occur (465).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 2H would likely be less than consolidation under the status quo.

3Recall that the maximum block sizes may be different (than those shown here) in the
implementation year, as the ownership cap restrictions will be applied to different TACs.

3Note that this analysis does not consider CDQ allocations or CDQ compensation.
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TABLE 3.2. Sitka Block Alternative 2H: HALIBUT
Estimated maximum consolidation of blocks by catcher
and freezer boat class
Blocks Blocks
Maximum Above Below Estimated
Block One-Half One-Hal f Minimum
Vessel Size Maximum Maximum Total Block
Area Type (lbs. IFQ) Block Size Block Size Blocks Holders
2C Catcher \
Freezer 37,000 40 1,627 1,667 557
3A Catcher 107,351 107 2,210 2,317 773
Freezer 107,351 * * 3
2,324 776
38 Catcher 124,146 15 753 768 256
Freezer 124,146 * * 7 3
775 259
4A Catcher 9,577 146 218 364 122
Freezer 9,577 * * 5 2
369 124
48 Catcher 15,194 100 95 195 65
Freezer 15,194 * * [ 2
201 67
4c Catcher \
Freezer 11,837 47 50 97 33
4D Catcher 10,404 50 33 83 28
Freezer 10,404 * * 9 4
92 32
4E Catcher 44,640 0 50 50 17
All Areas Total ;:;;g- _-;:ggg--

Note:

Asterisks have been inserted and/or vessel categories have been consolidated

to preserve confidential data.
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33 Alternative 3H: Two Catcher Boat Categories, Catcher Boat/Freezer-Longliner Distinction
Maintained, Three Block Max Consolidation Rule.

Alternative 3H for halibut would provide for two catcher vessel classes as well as a freezer-longliner
class. The two catcher vessel classes are vessels of 60 feet in length or less, and vessels greater than
60 feet. No trading of quota share blocks across vessel categories would be allowed.

Again, the consolidation constraints in the current plan would be maintained. In addition, a three
block maximum consolidation constraint would be applied to each area. Since QS blocks cannot be
traded across vessel categories, it was assumed herein that consolidation of blocks could only occur
within a vessel category.

Table 3.3 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.

The estimated distribution is provided for blocks above and below the maximum block size in each
category. Again, these blocks represent those that are remaining after blocks under 1,000 pounds
have been consolidated. In most categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

Within most area and vessel classes, there appears to be enough small blocks so that most persons
could hold three blocks without exceeding an ownership cap. As a result, the estimated minimum
number of block holders, should maximum potential consolidation occur, does not change
substantially from Alternative 2H.

Under Alternative 3H, the estimated minimum number of block holders is highest in Area 3A, at 777.
This would also represent a rough estimate of the minimum number of block holders across all areas
should maximum consolidation occur.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results suggest that adding these two catcher vessel size classes would not substantially alter the
maximum potential for consolidation under the Sitka Block proposal. This is because there appears
to be an adequate number of small blocks in most vessel categories to allow for such consolidations.
However, it is possible that the distribution of blocks by catcher vessel size class could be affected
by the presence or absence of the ban on trading between the two categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of vessel categories, it would still become more difficult to find three blocks of the "right"
size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may have
more of an impact on actual consolidation than this result would suggest.
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TABLE 3.3. Sitka Block Alternative 3H: HALIBUT
Estimated maximum consolidation of blocks by vessel length
class over and under 60 feet

Blocks Blocks
Maximum Above Below Esgi@ated
Vessel Block Cne-Half Cne-Hal f Minimum
Length Size Max imum Max imum Total Block
Area Class (lbs. 1FQ) Block Size Block Size Blocks Holders
2c <= 60 ft 37,000 35 1,593 1,628 543
> 60 ft 37,000 5 30 35 12
Freezer \

Unknown 37,000 0 5 5 3

1,668 558

3A <= 60 ft 107,351 43 2,017 2,060 687
> 60 ft 107,351 64 190 254 85

Freezer 107,351 * * 7 3

Unknown 107,351 0 4 4 2

2,325 77

3B <= 60 ft 124,146 3 593 596 199
> 60 ft 124,146 12 161 173 58

Freezer 124,146 * * 7 3

776 260

4A <= 60 ft 9,577 65 160 225 75
> 60 ft 9,577 81 59 140 47

Freezer 9,577 * * 5 2

370 124

48 <= 60 ft 15,194 27 61 88 30
> 60 ft 15,194 73 35 108 37

Freezer 15,194 * * é 2

202 69

4C <= 60 ft 11,837 30 37 67 23

> 60 ft \

Freezer 11,837 17 13 30 1"

97 34

4D <= 60 ft 10,404 12 13 25 9
> 60 ft 10,404 38 20 58 20

Freezer 10,404 * * 9 4

92 33

4E All Vessels 44,640 0 52 52 19
ALl Areas Total 5,582 1,873

Note: Asterisks have been inserted and/or vessel categories have been consolidated
to preserve confidential data.
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3.4 Alternative 4H: Three Catcher Boat Categories, a Freezer-Longliner Class, Three Block Max

Consolidation Rule.

Alternative 4H would include three catcher vessel categories as well as a freezer-longliner class. The
three catcher vessel categories are vessels of 35 feet in length or less, vessels from 36 to 60 feet, and
vessels greater than 60 feet. These are the same vessel categories that are in the current halibut IFQ

plan.

Again, the consolidation constraints in the current plan would be maintained. In addition, a three
block maximum consolidation constraint would be applied to each area. Since blocks cannot be
traded across vessel categories, it was assumed herein that consolidation of blocks could only occur
within a vessel category.

Table 3.4 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.

The estimated distributions are provide for blocks above and below the maximum block size in each
category. Again, these blocks represent those that are remaining after blocks under 1,000 pounds
have been consolidated. In most categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

Within most area and vessel classes, there are enough small blocks so that most persons could hold
three blocks without exceeding an ownership cap. As a result, the estimated minimum number of
block holders, should maximum potential consolidation occur, does not change substantially from
Alternatives 2H or 3H. Under Alternative 4H, the estimated minimum number of block holders is
highest in Area 3A, at 778. This would also represent a rough estimate of the minimum number of
block holders across all areas should maximum consolidation occur.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results suggest that adding these three catcher vessel categories would not substantially alter the
maximum potential for consolidation under the Sitka Block proposal. This is because there appears
to be an adequate number of small blocks in most vessel categories to allow for such consolidations.
However, it is possible that the distribution of blocks by catcher vessel size category could be affected
by the presence or absence of the ban on trading among the three categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of these vessel categories, it would still become more difficult to find three blocks of the
"right” size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may
have more of an impact on actual consolidation than this result would suggest.
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TABLE 3.4. Sitka Block Alternative 4H: HALIBUT
Estimated maximum consolidation of blocks by vessel length class

Blocks Blocks
Max imum Above Below Estimated
Vessel Block One-Hal f One-Hal f Minimum
Length Size Maximum Maximum Total Block
Area Class (lbs. IFQ) Block Size Block Size Blocks Holders
2c <= 35 ft 37,000 * * 744 248
36-60 ft 37,000 34 851 885 295
> 60 ft 37,000 5 30 35 12
Freezer \
Unknown 37,000 0 5 5 3
1,669 558
3A <= 35 ft 107,351 0 812 812 271
36-60 ft 107,351 43 1,206 1,249 417
> 60 ft 107,351 64 190 254 85
Freezer 107,351 * * 7 3
Unknoun 107,351 0 4 4 2
2,326 778
38 <= 35 ft 124,146 0 137 137 46
36-60 ft 124,146 3 456 459 153
> 60 ft 124,146 12 161 173 58
Freezer 124,146 * * 7 3
776 260
4A <= 35 ft 9,577 4 69 3 25
36-60 ft 9,577 61 92 153 51
> 60 ft 9,577 81 59 140 47
Freezer 9,577 * * 5 2
37 125
4B <= 35 ft 15,194 0 23 23 8
36-60 ft 15,194 27 38 65 22
> 60 ft 15,194 3 35 108 37
Freezer 15,194 * * 6 2
202 69
4C <= 35 ft 11,837 14 19 33 1"
36-60 ft 11,837 16 18 34 12
> 60 ft \
Freezer 11,837 17 13 30 11
97 34
4D 36-60 ft 10,404 12 13 25 9
> 60 ft 10,404 38 20 58 20
Freezer 10,404 * * 9 4
92 33
4E <= 35 ft 44,640 0 42 42 1%
36-60 ft 44,640 0 8 8 3
> 60 ft \
Unknown 44,640 0 3 3 2
53 19
All Areas Total 5,586 1,875

Note: Asterisks have been inserted and/to vessel categories have been consolidated
to preserve confidential data.
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3.5 Alternative SH: Catcher Boat / Freezer-Longliner Distinction Only, Two Block Max

Consolidation Rule

Alternative 5H is similar to the original Sitka Block proposal as explained in Alternative 2H, except
that a person is only allowed to hold a maximum of two blocks in an area and only four blocks can
be fished from a vessel. This rule will reduce the potential for consolidation relative to Alternative
2H.

Alternative SH would eliminate size categories for catcher vessels, so that blocks could be traded
among all catcher vessels. Blocks still could not be traded between catcher vessels and freezer-
longliners. The ownership cap restrictions in the current IFQ plan would remain unchanged.

Table 3.5 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.
Table 3.5 is identical to Table 3.2 except for the estimated minimum number of block holders.

The estimated distribution is provided for blocks above and below the maximum block size in each
category. Again, these blocks represent those that are remaining after blocks under 1,000 pounds
have been consolidated. In most categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

The estimated minimum number of block holders under the two block consolidation rule is highest
in Area 3A, at 1,163. This would also represent a rough estimate of the minimum number of block
holders across all areas should maximum consolidation occur. The estimates, when compared with
the status quo estimates, suggest that this alternative would reduce the potential for consolidation
relative to the current plan.

Note that this is a considerable increase in the minimum number of block holders relative to
Alternative 2H (776), as the maximum potential for consolidation has been reduced by using a "Two
Block" rather than a "Three Block" rule.

The estimates in Table 3.5 represent the remaining number of block holders should maximum
consolidation occur. Under Alternative 5H, up to four blocks could be fished from a vessel. If four
blocks were fished from every vessel, the number of vessels would be lower than the number of block
holders. The minimum number of vessels across all areas, if all boats utilized four quota share
licenses, would be approximately 1/2 (50%) of the minimum number of block holders should
maximum consolidation occur (582).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation then consolidation of quota share holdings under
Alternative SH would likely be less than consolidation under the status quo, and less than under
Alternatives 2H through 4H.
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TABLE 3.5. Sitka Block Alternative 5H: HALIBUT 2, Block Rule
Estimated maximum consolidation of blocks by catcher
and freezer boat class
Blocks Blocks
Above Below Estimated
Binding One-Half One-Hal f Minimum
Vessel Constraint Binding Binding Total Block
Area Type (lbs. IFQ) Constraint Constraint Blocks Holders
2c Catcher \
Freezer 37,000 40 1,627 1,667 834
3A Catcher 107,351 107 2,210 2,317 1,159
Freezer 107,351 * * 4
2,324 1,163
38 Catcher 124,146 15 753 768 384
Freezer 124,146 * * 7 4
775 388
4A Catcher 9,577 146 218 364 182
Freezer 9,577 * * 5 3
369 185
48 Catcher 15,194 100 95 195 98
Freezer 15,194 * * (1 3
201 101
4c Catcher \
Freezer 11,837 47 50 97 49
4D Catcher 10,404 50 33 83 42
Freezer 10,404 * * 9 5
92 47
4E Catcher 44,640 0 50 50 25
All Areas Total 5,575 2,792

Note:

Asterisks have been inserted and/or vessel categories have been consolidated

to preserve confidential data.
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3.6 Alternative 6H: Two Catcher Boat Categories, a Freezer-Longliner Class, Two Block Max

Consolidation Rule.

Halibut Alternative 6H is similar to Alternative 3H, except that a person is only allowed to hold'a
maximum of two blocks in an area and only four blocks can be fished from a vessel. This rule will
reduce the potential for consolidation relative to Alternative 3H.

Alternative 6H would include two catcher vessel categories as well as a freezer-longliner class. The
two catcher vessel classes are vessels of 60 feet in length or less, and vessels greater than 60 feet.
Under this alternative, no trading of QS or blecks across vessel categories would be allowed. Because
of this, it was assumed herein that consolidation of blocks could only occur within a vessel category.

Table 3.6 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.
Table 3.6 is identical to Table 3.3 except for the estimated minimum number of block holders.

The estimated distribution of blocks above and below the maximum block size in each category is
provided. Again, these blocks represent those that are remaining after blocks under 1,000 pounds
have been consolidated. In most categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

The estimated minimum number of block holders under the two block consolidation rule is highest
in Area 3A, at 1,163. This would also represent a rough estimate of the minimum number of block
holders across all areas should maximum consolidation occur. The estimates, when compared with
the status quo estimates, suggest that this alternative would reduce the potential for consolidation
relative to the current plan.

Note that this is a considerable increase in the minimum number of block holders relative to
Alternative 3H (777), as the maximum potential for consolidation has been reduced by using a "Two
Block” rather than a "Three Block" rule. However, the estimates of the minimum number of block
holders change very little from Alternative 5H, which imposes a "Two-Block" rule without catcher
vessel categories.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results again suggest that adding these two catcher vessel categories would not substantially alter
the maximum potential for consolidation under the Sitka Block proposal. This is because there
appears to be an adequate number of small blocks in most vessel categories to allow for such
consolidations. However, it is possible that the distribution of blocks by catcher vessel size category
could be affected by the presence or absence of the ban on trading between the two categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of these vessel categories, it might still become more difficult to find two blocks of the
“right" size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may
have more of an impact on actual consolidation than this result would suggest.

The estimates in Table 3.6 represent the remaining number of block holders should maximum
consolidation occur. Under Alternative 6H, up to four blocks could be fished from a vessel. If four
blocks were fished from every vessel, the number of vessels would be lower than the number of block
holders. The minimum number of vessels if all vessels utilized four quota share licenses would be
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approximately 1/2 (50%) of the minimum number of block holders should maximum consolidation
occur (582).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 6H would likely be less than consolidation under the status quo, and less than under
Alternatives 2H through 4H.
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TABLE 3.6. Sitka Block Alternative 6H: HALIBUT, 2 Block Rule
Estimated maximum consolidation of blocks by vessel length
class over and under 60 feet

Blocks Blocks
Max imum Above Below Estimated
Vessel Block One-Hal f One-Hal f Minimum
Length Size Max imum Maximum Total Block
Area Class (lbs. IFQ) Block Size Block Size Blocks Holders
2c <= 60 ft 37,000 35 1,593 1,628 814
> 60 ft 37,000 5 30 35 18
Freezer \
Unknown 37,000 0 5 5 3
1,668 835
3A <= 60 ft 107,351 43 2,017 2,060 1,030
> 60 ft 107,351 64 190 254 127
Freezer 107,351 * * 7 4
Unknoun 107,351 0 4 4 2
2,325 1,163
38 <= 60 ft 124,146 3 593 596 298
> 60 ft 124,146 12 161 173 87
Freezer 124,146 * * 7 4
776 389
4A <= 60 ft 9,577 65 160 225 113
> 60 ft 9,577 81 59 140 70
Freezer 9,577 * * 5 3
370 186
4B <= 60 ft 15,194 27 61 88 44
> 60 ft 15,194 3 35 108 54
Freezer 15,194 * * é 3
202 101
4C <= 60 ft 11,837 30 37 67 34
> 60 ft \
Freezer 11,837 17 13 30 15
97 49
4D <= 60 ft 10,404 12 13 25 13
> 60 ft 10,404 38 20 58 29
Freezer 10,404 * * 9 5
92 47
4E <= 60 ft 44,640 0 49 49 25
> 60 ft \
Unknown 0 3 3 2
52 27
ALl Areas Total 5,582 2,797

Note:  Asterisks have been inserted and/or vessel categories have been consolidated
to preserve confidential data.
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3.7 Alternative 7H: Three Catcher Boat Categories, a Freezer-Longliner Class, Two Block Max
Consolidation Rule.

Alternative 7H is similar to Alternative 4H, except that a person is only allowed to hold a maximum
of two blocks in an area and only four blocks can be fished from a vessel. This rule will reduce the
potential for consolidation relative to Alternatives 1 through 4H.

Alternative 7H would include three catcher vessel categories as well as a freezer-longliner class. The
three catcher vessel categories are vessels of 35 feet in length or less, vessels from 36 to 60 feet, and
vessels greater than 60 feet. Under this alternative, no trading of QS across vessel categories would
be allowed.

Table 3.7 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates of maximum potential consolidation. Note that to assure confidentiality,
data categories have been combined in some areas and certain data have been deleted. Table 3.7 is
identical to Table 3.4 except for the estimated minimum number of block holders.

The estimated distribution of blocks above and below the maximum block size in each category is
provided. Again, these blocks represent those that are remaining after blocks under 1,000 pounds
have been consolidated. In most categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

The estimated minimum number of block holders under the two block consolidation rule is highest
in Area 3A, at 1,164. This would also represent a rough estimate of the minimum number of block
holders across all areas should maximum consolidation occur.

Note that this is a considerable increase in the minimum number of block holders relative to
Alternative 4H (778), as the maximum potential for consolidation has been reduced by using a "Two
Block" rather than a "Three Block" rule. However, the estimates of the minimum number of block
holders vary little from Alternatives SH and 6H.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results again suggest that adding these three catcher vessel categories would not substantially
alter the maximum potential for consolidation under the Sitka Block proposal. This is because there
appear to be adequate numbers of small blocks in most vessel categories to allow for such
consolidations. However, it is possible that the distribution of blocks by catcher vessel size category
could be affected by the presence or absence of the ban on trading among the three categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of these vessel categories, it might still become more difficult to find two blocks of the
“right" size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may
have more of an impact on actual consolidation than this result would suggest.

The estimates in Table 3.7 represent the remaining number of block holders should maximum
consolidation occur. Under Alternative 7H, up to four blocks could be fished from a vessel. If four
blocks were fished from every vessel, the number of vessels would be lower than the number of block
holders. The minimum number of vessels over all areas, if all vessels utilized four quota share
licenses, would be approximately 1/2 (50%) of the minimum number of block holders should
maximum consolidation occur (582).
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Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 7H would likely be less than consolidation under the status quo, and less than under
Alternatives 2H through 4H.
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TABLE 3.7. Sitka Block Alternative 7H: HALIBUT, 2 Block Rule
Estimated maximum consolidation of blocks by vessel length class

Blocks Blocks
Maximum Above Below Estimated
Vessel Block One-Half One-Half Minimum
Length Size Maximum Maximum Total Block
Area Class (lbs. IFQ) Block Size Block Size Blocks Holders
2C <= 35 ft 37,000 * * 744 372
36-60 ft 37,000 34 851 885 443
> 60 ft 37,000 5 30 35 18
Freezer \
Unknown 37,000 0 5 5 3
1,669 836
3A <= 35 ft 107,351 0 812 812 406
36-60 ft 107,351 43 1,206 1,249 625
> 60 ft 107,351 64 190 254 127
Freezer 107,351 * * 7 4
Unknown 107,351 0 4 4 2
2,326 1,164
38 <= 35 ft 124,146 0 137 137 69
36-60 ft 124,146 3 456 459 230
> 60 ft 124,146 12 161 173 87
Freezer 124,146 * * 7 4
776 390
4A <= 35 ft 9,577 4 69 73 37
36-60 ft 9,577 61 92 153 77
> 60 ft 9,577 81 59 140 70
Freezer 9,577 * * 5 3
3N 187
48 <= 35 ft 15,194 0 23 23 12
36-60 ft 15,194 27 38 65 33
> 60 ft 15,194 73 35 108 54
Freezer 15,194 * * 6 3
202 102
4C <= 35 ft 11,837 14 19 33 17
36-60 ft 11,837 16 18 34 17
> 60 ft \
Freezer 11,837 17 13 30 15
97 49
4D 36-60 ft 10,404 12 13 25 13
> 60 ft 10,404 38 20 58 29
Freezer 10,404 * * 9 5
92 47
4E <= 35 ft 44,640 0 42 42 21
36-60 ft 44,640 0 8 8 4
> 60 ft \
Unknown 44,640 0 3 3 2
53 27
All Areas Total 5,586 2,802

Note: Asterisks have been inserted and/or vessel categories have been consolidated
to preserve confidential data.
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3.8 Alternative 8S: _Catcher Boat/Freezer-Longliner Distinction Only, Three Block Max

Consolidation Rule

The first alternative for sablefish is the original Sitka Block proposed amendment. Here size
categories would be eliminated for catcher vessel categories, and blocks could be traded among all
catcher vessels. Blocks still could not be traded between catcher vessels and freezer-longliners. The
ownership cap restrictions in the current IFQ plan would remain unchanged.

Alternative 8S uses maximum block sizes as previously described. In the examples herein, maximum
block sizes have been translated into IFQs given 1991 TACs. Sablefish blocks with QS which were
worth less than 3,000 pounds of IFQ could be combined as long as the QS are not worth more than
3,000 pounds of IFQ in the implementation year.

While trading among all catcher vessels would be allowed under the proposal, a new consolidation
constraint is imposed by the alternative. A person is restricted to holding a maximum of three blocks
in an area on an ongoing basis, and only five blocks can be fished from a vessel.

Table 3.8 provides summary details on blocks by area. The table also provides estimates by area of
maximum potential consolidation under this alternative. Note that to assure confidentiality, data
categories have been combined in some areas and certain data have been deleted.

Table 3.8 provides the maximum block sizes by area. Again, these were calculated using 1991 TACs.
As can be seen, these maximum block sizes for sablefish vary widely, from 51,842 in the Southeast
Outside regulatory district, to 327,945 pounds in the Bering Sea area.

The table provides the estimated distribution of blocks above and below the maximum block size in
each area. These blocks represent those that are remaining after blocks under 3,000 pounds have
been consolidated. In all areas, the number of blocks below one-half of the maximum block size
exceeds the number of blocks above one-half the maximum block size.

To calculate the minimum number of block holders, it was assumed herein that as long as the number
of blocks below one-half the maximum block size was no less than half the number of blocks above
one-half the maximum block size, then persons would be able to find three blocks with a combined
number of QS that would not exceed the most restrictive ownership cap. In such cases, the maximum
potential consolidation was calculated by dividing the number of blocks by three. If the division
resulted in a remainder, the result was rounded up to the nearest whole number. As can be seen,
this rule was applied to estimate the minimum number of block holders in all areas.

The estimated minimum numbers of block holders that would result if the maximum potential
consolidation occurred are shown in the last column of Table 3.8. These estimates are shown by area.
If maximum potential consolidation occurred, these estimates suggest that the Southeast Outside
regulatory area would have the largest remaining number of block holders at 186,30

The minimum number of block holders across all areas cannot be calculated by this method.
Nevertheless, an examination of the ownership restrictions suggests that the global minimum across

35Recall that the maximum block sizes may be different in the implementation year, as the
ownership cap restrictions will be applied to different TACs.

3Note that this analysis does not consider CDQ compensation.
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all areas might approach the highest remaining number of block holders in any one area. Again, this
would be 186. The estimates, when compared with the status quo estimates, suggest that Alternative
8S would reduce the maximum potential for consolidation relative to the current plan.

The estimates in Table 3.8 represent the remaining number of block holders or QSL holders should
maximum consolidation occur. Under Alternative 8S, up to five blocks could be fished from a vessel.
If five blocks were fished from every vessel, the number of vessels would be lower than the number
of block holders. The minimum number of vessels across all areas, if all boats utilized five quota
share licenses, would be approximately 3/5 (60%) of the number of block holders should maximum
consolidation occur (112).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 8S would likely be less than consolidation under the current plan.
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TABLE 3.8. Sitka Block Alternative 8S: SABLEFISH
Estimated maximum consolidation of blocks by catcher
and freezer boat class
Blocks Blocks
Max imum Above Below Estimated
Block One-Half One-Half Minimum
Vessel Size Maximum Maximum Total Block
Area Type (lbs. 1FQ) Block Size Block Size Blocks Holders
Aleutians Catcher 267,377 * * 91 31
Freezer 267,377 7 26 33 1"
124 42
Bering Sea Catcher 327,945 * * 90 30
Freezer 327,945 * * 27 9
117 39
Central Gulf Catcher 261,427 25 388 413 138
Freezer 261,427 6 22 28 10
441 148
Southeast Catcher 51,842 149 399 548 183
outside Freezer 51,842 * * 7 3
555 186
Western Gulf Catcher 233,177 7 119 126 42
Freezer 233,177 6 23 29 10
155 52
West Yakutat Catcher 249,778 1 282 293 98
Freezer 249,778 0 1 1" 4
304 102
All Areas Total 1,696 569

Note: Asterisks have been inserted and/or vessel categories have been consolidated

to preserve confidential data.
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39 Alternative 9S: Two Catcher Boat Categories, a Freezer-Longliner Class, Three Block Max
Consolidation Rule.

Sablefish Alternative 9S would include two catcher vessel categories as well as a freezer-longliner
class. The two catcher vessel classes are vessels of 60 feet in length or less, and vessels greater than
60 feet. These are the same size categories that are in the current sablefish IFQ plan.

Again, the consolidation constraints in the current plan would be maintained. In addition, a three
block maximum consolidation constraint would be applied to each area. Since blocks cannot be
traded across vessel categories, it was assumed herein that consolidation of blocks could only occur
within a vessel category.

Table 3.9 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.

The estimated distribution of blocks above and below the maximum block size in each category is
provided. Again, these blocks represent those that are remaining after blocks under 3,000 pounds
have been consolidated. In all categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

Within most area and vessel classes, there appear to be enough small blocks so that most persons
could hold three blocks without exceeding an ownership cap. As a result, the estimated minimum
number of block holders, should maximum potential consolidation occur, does not change
substantially from Alternative 8S.

Under Alternative 9S, the estimated minimum number of sablefish block holders is highest in the East
Southeast Outside regulatory district, at 187. This would also represent a rough estimate of the
minimum number of block holders across all areas should maximum consolidation occur.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results suggest that adding these two catcher vessel categories would not substantially alter the
maximum potential for consolidation under the Sitka Block proposal. This is because there appears
to be an adequate number of small blocks in most vessel categories to allow for such consolidations.
However, it is possible that the distribution of blocks by catcher vessel size category could be affected
by the presence or absence of the ban on trading between the two categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of these vessel categories, it would still become more difficult to find three blocks of the
"right" size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may
have more of an impact on actual consolidation than this result would suggest.
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TABLE 3.9. Sitka Block Alternative 9S: SABLEFISH
Estimated maximum consolidation of blocks by vessel length class
over and under 60 feet

Blocks Blocks
Maximum Above Below Estimated
Vessel Block Cne-Half One-Hal f Minimum
Length Size Max imum Maximum Total Block
Area Class (lbs. IFQ) Block Size Block Size Blocks Holders
Aleutians <= 60 ft 267,377 0 43 43 15
> 60 ft 267,377 * * 49 17
Freezer 267,377 7 26 33 1"
125 43
Bering Sea <= 60 ft 327,945 0 49 49 17
> 60 ft 327,945 * * 42 14
Freezer 327,945 * * 27 9
118 40
Central Gulf <= 60 ft 261,427 1 272 283 95
> 60 ft 261,427 14 112 126 42
Freezer 261,427 6 22 28 10
Unknown 261,427 0 5 5 2
442 149
Southeast <= 60 ft 51,842 123 350 473 158
outside > 60 ft 51,842 26 43 69 23
Freezer 51,842 * * 7 3
Unknown 51,842 0 7 7 3
556 187
Western Gulf <= 60 ft 233,177 * * 7 24
> 60 ft 233,177 é 49 55 19
Freezer 233,177 6 23 29 10
155 53
West Yakutat <= 60 ft 249,778 6 191 197 66
> 60 ft 249,778 5 90 95 32
Freezer 249,778 0 1" 11 4
Unknown 249,778 0 3 3 1
306 103
All Areas Total 1,702 575

Note: Asterisks have been inserted and/or vessel categories have been consolidated
to preserve confidential data.
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3.10 Alternative 10S: Catcher Boat / Freezer-Longliner Distinction Only, Two Block Max
Consolidation Rule

Alternative 10S for sablefish is similar to the original Sitka Block proposal as explained in Alternative
8S, except that a person is only allowed to hold a maximum of two blocks in an area and only four
blocks can be fished from a vessel. This rule will reduce the potential for consolidation relative to
Alternative 8S.

Alternative 10S would eliminate size categories for catcher vessels, so that blocks could be traded
among all catcher vessels. Quota share licenses still could not be traded between catcher vessels and
freezer-longliners. The ownership cap restrictions in the current IFQ plan would remain unchanged.

Table 3.10 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates by area of maximum potential consolidation. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.
Table 3.10 is identical to Table 3.8 except for the estimated minimum number of block holders.

The estimated distribution of blocks above and below the maximum block size in each category is
provided. Again, these blocks represent those that are remaining after blocks under 3,000 pounds
have been consolidated. In all categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

The estimated minimum number of block holders under this alternative was made simply by dividing
the number of blocks by two. If the division resulted in a remainder, the result was rounded up to
the nearest whole number.

The estimated minimum number of sablefish block holders under the two block consolidation rule
is highest in the Southeast Qutside regulatory district at 278. This number is also a rough estimate
of the minimum number of block holders across all areas should maximum consolidation occur. The
estimates, when compared with the status quo estimates, suggest that Alternative 10S would reduce
the potential for consolidation relative to the current plan.

Note that this is a considerable increase in the minimum number of block holders relative to
Alternative 8S (187), as the maximum potential for consolidation has been reduced by using a "Two
Block" rather than a "Three Block" rule.

The estimates in Table 3.10 represent the remaining number of block holders or QSL holders should
maximum consolidation occur. Under Alternative 10S, up to four blocks could be fished from a
vessel. If four blocks were fished from every vessel, the number of vessels would be lower than the
number of block holders. The minimum number of vessels if all boats utilized four quota share
licenses would be approximately 1/2 of the minimum number of block holders should maximum
consolidation occur (139).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 10S would likely be less than consolidation under the status quo, and less than under
sablefish Alternatives 8S through 9S.
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TABLE 3.10.

Sitka Block Alternative 10S: SABLEFISH, 2 Block rule
Estimated maximum consolidation of blocks by catcher
and freezer boat class

Blocks Blocks
Maximum Above Below Estimated

Block Cne-Hal f One-Hal f Minimum

Vessel Size Maximum Maximum Total Block
Area Type (lbs. IFQ) Block Size Block Size Blocks Holders
Aleutians Catcher 267,377 * * 91 46
Freezer 267,377 7 26 33 17

124 63

Bering Sea Catcher 327,945 * * 90 45
Freezer 327,945 * * 27 14

117 59

Central Gulf Catcher 261,427 25 388 413 207
Freezer 261,427 é 22 28 14

441 221

Southeast Catcher 51,842 149 399 548 274
Cutside Freezer 51,842 * * 7 4
555 278

Western Gulf Catcher 233,177 7 119 126 63
Freezer 233,177 [ 23 29 15

155 78

West Yakutat Catcher 249,778 1 282 293 147
Freezer 249,778 0 1" 1" [

304 153

All Areas Total 1,696 852

Note: Asterisks have been inserted and/or vessel categories have been consolidated

to preserve confidential data.
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3.11  Alternative 11S: Two Catcher Boat Categories, a Freezer-Longliner Class, Two Block Max
Consolidation Rule.

Alternative 118 is similar to Alternative 9S, except that a person is only allowed to hold a maximum
of two blocks in an area and only four blocks can be fished from a vessel. This rule will reduce the
potential for consolidation relative to Alternative 9S.

Alternative 11S would retain two catcher vessel classes as well as a freezer-longliner class. The two
catcher vessel classes are vessels of 60 feet in length or less, and vessels greater than 60 feet. Under
this alternative, no trading of quota share blocks across vessel categories would be allowed. Because
of this, it was assumed herein that consolidation of blocks could only occur within a vessel category.

Table 3.11 provides summary details on blocks under this alternative by area and vessel category. The
table also provides estimates of maximum potential consolidation by area. Note that to assure
confidentiality, data categories have been combined in some areas and certain data have been deleted.
Table 3.11 is identical to Table 3.9 except for the estimated minimum number of block holders.

The estimated distribution of blocks above and below the maximum block size in each category is
provided. Again, these blocks represent those that are remaining after blocks under 3,000 pounds
have been consolidated. In all categories, the number of blocks below one-half of the maximum
block size exceeds the number of blocks above one-half the maximum block size.

The estimated minimum number of block holders under this alternative was made simply by dividing
the number of blocks by two. If the division resulted in a remainder, the result was rounded up to
the nearest whole number.

The estimated minimum number of block holders under the two block consolidation rule is again
highest in the Southeast Outside regulatory district, at 280. This would also represent a rough
estimate of the minimum number of sablefish block holders across all areas should maximum
consolidation occur. The estimates, when compared with the status quo estimates, suggests that this
alternative would reduce the potential for consolidation relative to the current plan.

Note that this is a considerable increase in the minimum number of block holders relative to
Alternative 9S (187), as the maximum potential for consolidation has been reduced by using a "Two
Block" rather than a "Three Block" rule. However, the estimates of the minimum number of block
holders are not substantially different from Alternative 10S which imposes a "Two-Block" rule without
catcher vessel categories.

A major goal of the Sitka Block amendment is to reduce consolidation relative to the current plan.
The results again suggest that adding these two catcher vessel categories would not substantially alter
the maximum potential for consolidation under the Sitka Block proposal. This is because there
appears to be an adequate number of small blocks in most vessel categories to allow for such
consolidations. However, it is possible that the distribution of blocks by catcher vessel size category
could be altered by the presence or absence of the ban on trading between the two categories.

While maximum potential consolidation does not appear to be substantially impacted by the presence
or absence of these vessel categories, it might still become more difficult to find two blocks of the
“right" size if blocks cannot be traded among vessel categories. Thus vessel category restrictions may
have more of an impact on actual consolidation than this result would suggest.
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The estimates in Table 3.11 represent the remaining number of block holders should maximum
consolidation occur. Under Alternative 11S, up to four blocks could be fished from a vessel. If four
blocks were fished from every vessel, the number of vessels would be lower than the number of block
holders. The minimum number of vessels if all utilized four quota share licenses would be
approximately 1/2 of the minimum number of block holders should maximum consolidation occur (140
vessels).

Again, the maximum potential consolidation represents an extreme estimate, and the authors suspect
that the actual number of remaining block holders would be greater than these estimates should the
amendment be adopted. However, if estimates of maximum potential consolidation provide a relative
ranking of alternatives with respect to consolidation, then consolidation of quota share holdings under
Alternative 11S would likely be less than consolidation under the status quo, and less than under
sablefish Alternatives 8S and 9S.
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TABLE 3.11. Sitka Block Alternative 11S: SABLEFISH, 2 Block rule
Estimated maximum consolidation of blocks by vessel length class
over and under 60 feet

Blocks Blocks
Maximum Above Below Estimated

Vessel Block One-Hal f One-Half Minimum

Length Size Max imum Maximum Total Block
Area Class (lbs. IFQ) Block Size Block Size Blocks Holders
Aleutians <= 60 ft 267,377 0 43 43 22
> 60 ft 267,377 * * 49 25

Freezer 267,377 7 26 33 17

125 64

Bering Sea <= 60 ft 327,945 0 49 49 25
> 60 ft 327,945 * * 42 21

Freezer 327,945 * * 27 14

118 60

Central Gulf <= 60 ft 261,427 1 272 283 142
> 60 ft 261,427 14 112 126 63

Freezer 261,427 6 22 28 14

Unknown 261,427 0 5 5 3

442 222

Southeast <= 60 ft 51,842 123 350 473 237
Outside > 60 ft 51,842 26 43 69 35
Freezer 51,842 * * 7 4

Unknown 51,842 0 7 7 4

556 280

Western Gulf <= 60 ft 233,177 * * 71 36
> 60 ft 233,177 6 49 55 28

Freezer 233,177 6 23 29 15

155 79

West Yakutat <= 60 ft 249,778 6 191 197 99
> 60 ft 249,778 5 90 95 48

Freezer 249,778 0 1" 1 6

Unknown 249,778 0 3 3 2

306 155

ALl Areas Total 1,702 860

Note:  Asterisks have been inserted and/or vessel categories have been consolidated
to preserve confidential data.
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3.12  Reporting Costs

None of the Sitka Block proposed alternatives (2H through 7H and 8S through 11S) would change
the initial distribution of QS or IFQ relative to the current plan (Alternative 1). The information
which applicants will need to provide should not change under any of the alternatives. Thus
reporting costs for the applicants during the initial allocation process should not change under any
of the alternatives.

Attaching QS to blocks, sweeping up procedures, and constraints on block holdings may alter the
behavior and the holdings of many participants relative to the current plan. Nevertheless, any
increased tracking requirements and costs that would result from a Sitka Block amendment would
largely fall upon the IFQ plan administrator.

3.13  Administrative, Enforcement and Information Costs

The Sitka Block proposed amendment might add additional conditions which will make it difficult to
initiate the program before all qualifying pound appeals are resolved. QS cannot be put into blocks
until qualifying pounds are known. Maximum block sizes cannot be calculated precisely until all
qualifying pounds are known. The blocks that exceed the maximum block size and need to be "split
up" are unknown until all qualifying pounds are known. The quota share equivalent of the largest
block size allowed under the "sweeping up" provisions cannot be calculated precisely until all
qualifying pounds are known. Quota share transfers could not occur until the amount which belongs
in the block is known.

However, the same problem already exists under the current IFQ program with respect to suggested
CDAQ compensation procedures. These procedures also can not be implemented precisely unless total
qualifying pounds in each area are known. Thus, in a sense, the Sitka Block proposed amendment
may not delay implementation any more than the current plan.

However, the proposed amendment would add further to the complexity of the IFQ plan. If the IFQ
program is implemented before all QS appeals are resolved, the plan administrator will need to
develop rules for handling these complications.

The Sitka Block proposed amendment also might impact NMFS’s administrative and enforcement
costs relative to the current IFQ program. Nevertheless, the "net impact” on these costs is difficult
to predict.

The need to monitor additional sets of constraints may increase such costs. Enforcement and
administrative costs may also increase if more fishing operations remain in the fishery because of the
amendment. However, other aspects of the proposed amendment may decrease costs.

For example, to the extent that it will be more difficult and costly in terms of time and money for
fishermen to find and purchase (or sell) a particular amount of QS, the volume of transfers per
person may be lower than under the current IFQ plan. This may be offset somewhat if more persons
remain involved in the fishery because of the new constraints. However, if the total volume of
transfers is reduced (and if NMFS’s administrative costs increase with each transfer) then
administrative costs associated with transfers may fall.

NMEFS enforcement currently plans to sample only a portion of transfer transactions for violations
of transfer restrictions under the IFQ program. Dave Flannagan, Special Agent in Charge (NMFS
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Office of Enforcement), has indicated that a lower volume of transfers will not lower transfer
enforcement costs, but will allow NMFS to examine a higher percentage of the transfers and thereby
improve enforcement of sundry transfer restriction provisions.

If the Sitka Block proposed amendment would eliminate catcher vessel length categories, then some
administrative and enforcement costs (or tasks) might also be reduced. NMFS would no longer have
to be concerned about the actual length of a vessel and would not have to be concerned about
monitoring landings and landing records to make sure that a person’s IFQ was being used on a vessel
of appropriate size. This would either reduce administration and enforcement costs or release these
resources to allow a better job on other IFQ management tasks.

The Sitka Block Proposed Amendment may change administrative and enforcement costs or the
administrative tasks involved relative to the current plan. Nevertheless, at this time, it is difficult to
predict whether the net impact on administrative and enforcement costs will be positive or negative.

3.14 Economic Efficiency Implications of the Sitka Block Proposed Amendment

A major objective of the current IFQ plan is to increase the net economic benefits which are derived
from Alaska’s halibut and sablefish fisheries. Estimates made in previous Council documents suggest
that the net benefits resulting from the program should be large:.37

Nevertheless, the IFQ program clearly has multiple objectives. Provisions in the plan seek to find
a balance between economic efficiency gains and preserving the composition and diversity of the
current fishing fleet.

For example, the Council created catcher vessel categories and a freezer-longliner category and
established rules that QS initially allocated to each vessel category cannot be transferred to another
class. The program also established quota share and IFQ ownership caps which may further limit the
potential amount of consolidation that could occur.

Proponents of the Sitka Block proposed amendment fear that the current plan does not go far
enough to preserve the present composition and diversity of the fleet. The Sitka Block proposed
amendment would not alter the initial distribution of QS. However, the Sitka Block proposed
amendment may have implications for fleet consolidation, maintaining fleet diversity, and the net
economic benefits which are produced by the IFQ program.

This section briefly discusses some ways that the Sitka Block proposed amendment might alter net
economic benefits relative to the current program. As an accurate estimate of the change in net
benefits would be difficult to make, the concentration herein is on a qualitative discussion of the
"direction” of change rather than a quantitative estimate of the absolute amount of the change.

3.14.1 Increased Search and Transactions Costs

Under the current plan, persons may permanently sell any portion of their quota share holdings. This
"divisibility" of quota share holdings should serve to reduce search (finding a willing buyer or seller
with the desired amount of QS) and transactions (negotiating and completing a transfer) costs for
fishermen seeking to buy or sell QS.

3See The Supplemental Analysis, Sections 2.2 through 2.2.31.
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For a given area and vessel category, every quota share is the same under the IFQ program. A
fisherman who wants to buy a certain amount of QS could buy a portion of the amount from any
willing quota share holder. Likewise a fisherman who wants to sell a certain amount of QS could sell
portions of the amount to many different buyers.

The divisibility of quota share holdings and the homogeneity of a quota share for an area and vessel
category should serve to facilitate permanent transfers and reduce the costs of transfers to fishermen.
The current IFQ plan serves that function.

In contrast, the Sitka Block proposed amendment will increase search and transactions costs to
fishermen relative to the current plan. Quota share holdings will not be divisible and can only be
permanently transferred as a "block". Each block may be unique, as the amount of QS within a block
will vary widely.

Under such conditions, a fisherman who wants to buy a certain amount of QS must search for a
willing seller with a block of approximately the right amount. In cases where the fisherman already
holds the maximum number of blocks for an area, the fisherman will have to find a willing buyer who
wants an amount of QS approximately equal to those contained in one of the fisherman’s blocks and
a willing seller who has a block of appropriate size so that the fisherman will have the desired amount
of QS after all transactions are completed.

The Sitka Block proposed amendment would increase the search and transactions costs associated
with transfers of quota share holdings. These costs will be absorbed by buyers and sellers of QS who
try to make exchanges to alter their holdings. While QS brokers and/or other intermediaries will likely
develop to reduce these costs and facilitate transfers, these costs likely will still be high relative to
the current program.

While higher search and transactions costs associated with transfers will serve to reduce the net
benefits generated by the IFQ program, the actual magnitude of these costs and the reduction in net
benefits are difficult to estimate. This loss in net benefits must be balanced against other potential
gains in net benefits and/or the distributional objectives of the Council.

In the original Sitka Block amendment proposal (Alternatives 2H, 5H, 8S, and 10S) catcher vessel
vessel categories would be eliminated. Thus transfers of blocks across vessel categories would be
allowed, unlike the current plan which does not allow such transfers. The fact that blocks could be
bought and sold across vessel classes may help offset the increase in search and transactions costs
associated with the "all or nothing" block permanent transfer rule. However, in some of the Sitka
Block alternatives examined herein (4H, 7H, 9S, and 11S) the current restrictions on transfers across
vessel classes are maintained.

3.14.2 Net Economic Benefits Resulting From Consolidation.

An important function of adequately specified use-privileges is to create incentives to use resources
efficiently. The Council anticipates that the halibut and sablefish IFQ program will reduce the costs
associated with the “race for the fish" and will create an environment whereby fishermen can find the
most profitable means to harvest and market their IFQ.

Even without quota share transferability, an IFQ program would be expected to provide fishermen

with greater in-season flexibility with respect to the timing of their harvest and utilization of their
IFQs. Transferable use-privileges and a free market create incentives for resources to flow to their
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highest-valued use. An IFQ program represents a fishery management approach designed to achieve
the economic efficiency objective.

As previously noted, the current program represents a mix of economic efficiency and distributional
objectives. While the ability to permanently transfer QS exist under the program, there are
constraints on the amount of QS which can be held by a person. There are also caps on the amount
of QS which can be fished from a vessel and restrictions on transferring QS across vessel categories.
This latter restriction effectively creates separate markets for QS for each vessel class in each area.

All of these restrictions were included in the current plan to constrain the amount of consolidation
that can occur and to help preserve some of the fleet’s current diversity. Nevertheless, previous
Council analyses suggest that there may be a considerable consolidation of QS under an IFQ program
with unrestricted transferability.38 The maximum possible consolidation of QS under the current
plan was reviewed in Section 3.1 above.

It is likely that the Sitka Block proposal will increase the number of QS holders and vessels that will
be involved in the taking of the TAC. Rough estimates of the maximum potential consolidation
under Sitka Block alternatives were provided in Sections 3.2 through 3.11. To the extent that the
new Sitka Block amendment constraints would prevent some exchanges that would otherwise occur
under the plan, net economic benefits of the IFQ program will be reduced.

3.143 New Restrictions On Financing

The Sitka Block proposal would add some new restrictions on financing relative to the current plan.
Discussions with the originators of the proposal suggested that the function of the new provision is
to prevent financing contracts that would restrict the use of the QS for the holder. The originators
of the proposal indicated that this provision was not intended to prevent time payment contracts
between buyers and sellers whereby the seller could regain control of the QS if the buyer failed to
make payments.

The originators of the proposal appear to be concerned about certain types of contracts whereby the
owner of QS would sacrifice control over those QS in return for financing. The precise intentions
of the provision need to be more clearly spelled out by the proponents, particularly the types of
contracts they regard as desirable and undesirable. To the extent that new restrictions would prevent
voluntary contracting that would otherwise occur, net economic benefits of the program might be
reduced.

3.15 Discussion of Other Aspects of the Proposed Amendment

Proponents of the Sitka Block amendment make a number of predictions about the expected results
should the amendment be adopted. These predictions, noted above, include the continued existence
of a large, diverse fishing fleet, the protection of coastal communities by maintaining traditional
delivery patterns, the availability of small, inexpensive blocks of quota for entry level fishermen, and
a more simple system of program administration and enforcement. Some of these predictions or
forecasts appear to be somewhat uncertain. Dr. Joe Terry, an economist with the NMFS’s Alaska

3Bgee Supplemental Analysis, Chapter 2.0.
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Fisherigs Science Center, has outlined some possible problems with some of the forecasted
results.

Among the points made by Dr. Terry are the following:

1. Although the price of a small block will be less than the price of a large block, the price per
pound of QS will not necessarily be less with small blocks. Dr. Terry notes that the price per
pound of particular block sizes will depend upon supply and demand. He argues that if small
blocks are in heavy demand by salmon trollers and other fixed-gear fishermen (so that they
can market their bycatch of IFQ species) then the price per pound for small blocks might be
higher than the price per pound of large blocks. If so, he sees no advantage of the Sitka
Block proposal to a small boat fisherman. Under the present program, QS could be
purchased in very small quantities.

2. If vessel categories are removed, it is not clear that the proposal provides more protection
for small vessels than does the current plan. Under the current plan, the QS which are
initially allocated will remain within the vessel category. If vessel categories are removed
under the Sitka block proposal, large vessels could purchase the QS of smaller vessels.

3. Dr. Terry disagrees that the Sitka Block proposed amendment offers a simpler method of
protection than does the current IFQ plan. He argues that the need to monitor blocks will
add to the administrative and enforcement complexity of IFQs. He also argues that increased
transactions costs will be imposed on all fishermen who buy and sell IFQs.

Both Dr. Terry and the Sitka Block proponents agree that the amendment will increase the minimum
number of QS holders and vessels that will remain involved in the fishery. However, there are
disagreements about the likely effects of other aspects of the proposal.

The Sitka Block proposed amendment will also create some very large blocks that cannot be "broken
up” for transfer purposes. Marcus Hartley, staff economist with the Council, has suggested that
purchases of large blocks may prove to be more difficult to finance than would purchases of smaller
blocks. If so, this may lower the price per quota share of larger blocks. Part of the rationale for the
Full/Partial Block proposal, discussed in Part II of this report, is to avoid creating extremely large
blocks that may prove to be more difficult to transfer.

To the extent that the Sitka Block amendment would reduce consolidation in these fisheries, there
will be more fishing operations to monitor than under the current program. This factor, coupled with
the additional constraints placed on the plan, would likely raise administration and enforcement costs.

Nevertheless, other aspects of the proposed amendment might lower some costs or release
administrative and enforcement resources for other tasks. The Sitka Block alternatives which remove
or reduce catcher boat size classes will eliminate or reduce the need to enforce and monitor such
restrictions. To the extent that the Sitka Block proposal would reduce the volume of QS transfers
and/or the number of transfer transactions per time period, administrative and enforcement costs
could be reduced or resources could be redirected toward other tasks.

3see Joe Terry’s memorandum to Jay Ginter (dated May 7, 1992) in Appendix B. Dr. Terry’s
discussion covers economic efficiency, equity, and other distributional issues.
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In summary, the Sitka Block alternatives could change the current IFQ program in several ways.
While precise forecasts of those changes are impossible, it is likely that the cost of this amendment
to "insure" against overly disruptive socioeconomic changes will come in some reduction in the net
economic benefits of the IFQ program.

Under Executive Order 12866 the Sitka Block proposed amendment must be analyzed as to whether
it would be a "significant" action. As noted above, a "significant regulatory action” is defined as one
likely to result in:

1. an annual effect on the economy of $100 million or more;

2. an adverse effect in a material way on the economy, a sector of the economy,
productivity, competition, jobs, the environment, public health, or safety, or State,
local, or tribal governments or communities; or

3. a novel legal or policy issue.

The Supplemental Analysis indicated that the current IFQ plan would have an effect on costs, prices,
competition, employment, investment, and productivity but that the plan was not expected to have
an annual effect of over $100 million. The Supplemental Analysis forecasted that the current IFQ
program would produce a large increase in net economic benefits, but that predicted increase was also
less than $100 million per year.

An IFQ program with a Sitka Block amendment should still produce substantial net economic
benefits relative to an open access fishery. Even if QS transferability was entirely eliminated, the in-
season efficiency benefits of eliminating the derby-style fishery would be substantial. Costs associated
with the "race for the fish" would still be greatly reduced.

Eliminating the "race for the fish" is also expected to improve public health and safety in these
fisheries as fishermen will no longer be forced to fish during brief openings in poor weather. This
will be true under the Sitka Block proposed amendment as it is true under the current IFQ program.

The Sitka Block proposal would also have effects on costs, prices, competition, employment,
investment, and productivity. However, it is unlikely that such an amendment would result in annual
effects of over $100 million relative to the current plan. A Sitka Block proposed amendment should
not have an adverse effect on State, local, tribal governments, or communities.

The Sitka Block proposal should not have an adverse effect on the environment. As discussed in
Chapter 2.0, the modified block proposed amendment is not expected to have significant impacts
under NEPA.

Many aspects of the current plan are preserved and large gains in net benefits should be generated
relative to an open access fishery. Therefore, the Sitka Block proposal should not be considered
"significant” under Executive Order 12866.

3.16 Summary of Economic Impacts: Distribution of Costs and Benefits

All of the Sitka Block proposed alternatives appear to reduce maximum potential consolidation
relative to the current IFQ program. The "two-block" per area alternatives reduces maximum
potential consolidation even more than the "three-block” per area alternatives. The presence or
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absence of catcher boat size classes and concomitant inter-class transferability restrictions do not
appear to have a large impact on maximum potential consolidation.

If actual consolidation under the alternatives is positively related to maximum potential consolidation,
then it is likely there will be more fishing operations remaining under the Sitka Block proposal than
there would be under the current IFQ plan. Moreover, there would be a wide range of block sizes
and a large number of relatively small blocks. This would ensure that these fisheries would continue
to support a diverse group of operations and could continue to support an entry level fishery.

Supporters of the Sitka Block proposed amendment feel that consolidation of QS holdings to a
relatively small number of full-time fishing operations would be likely under the current IFQ program.
They also feel that such a change would be tco drastic, if it occurred, and could have a negative
impact on the social structure and economies of some Alaska coastal communities. They see the
Sitka Block proposal as a more "conservative" initial approach to an IFQ program which would serve
to contain potential social and economic dislocations.

The cost of the “"insurance” provided by a Sitka Block amendment may come in reduced net economic
benefits to the nation. If the proposal prevents profitable consolidations which would otherwise
occur, net economic benefits to the nation may be reduced. However, in some of the Sitka Block
alternatives (2H, 3H, 5H, 6H, 8S, and 10S) catcher vessel size class transfer restrictions are reduced
or eliminated. These alternatives might allow for some profitable exchanges which would not occur
under the current plan.

It is likely that the transactions costs associated with QS transfers will increase under a Sitka Block
amendment. Persons who want to alter their QS holdings in an area may have to find a block of
appropriate size to purchase. They may also have to find a buyer for a block of a certain size which
they need to sell to stay within the new constraint on block holdings. Thus altering QS holdings will
be more difficult and costly than under the current plan. These increased transactions cost will also
lower the net economic benefits to the nation generated by the IFQ program.

The Sitka Block amendment will also have effects on costs, prices, competition, employment,
investment, and productivity. However, it is unlikely that the amendment would result in annual
effects of over $100 million relative to the current plan. Many aspects of the current plan are
preserved and large gains in net benefits should be generated relative to an open access fishery.
Therefore, the Sitka Block proposed rules should not be considered "significant” under Executive
Order 12866.

‘wAgain, as measured herein. The restrictions on transferability across vessel size classes may
increase the difficulty of buyers and sellers finding appropriate size blocks. Thus the actual impact of
such restrictions may be greater than the estimates herein suggest. Even if vessel size classes do not
impact the overall degree of consolidation, the presence or absence of such restrictions may impact the
distribution of blocks by catcher vessel size category.
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4.0 INITIAL REGULATORY FLEXIBILITY ANALYSIS

The objective of the Regulatory Flexibility Act is to require consideration of the capacity of those
affected by regulations to bear the direct and indirect costs of regulation. If an action will have a
significant impact on a substantial number of small entities an Initial Regulatory Flexibility Analysis
(IRFA) must be prepared to identify the need for the action, alternatives, potential costs and benefits
of the action, the distribution of these impacts, and a determination of net benefits.

NMES has defined all fish-harvesting or hatchery businesses that are independently owned and
operated, not dominant in their field of operation, with annual receipts not in excess of $2,000,0600
as small businesses. In addition, seafood processors with S00 employees or less, wholesale industry
members with 100 employees or less, not-for-profit enterprises, and government jurisdictions with a
population of 50,000 or less are considered small entities. A "substantial number” of small entities
would generally be 20% of the total universe of small entities affected by the regulation. A
regulation would have a "significant impact” on these small entities if it resulted in a reduction in
annual gross revenues by more than S percent, annual compliance costs that increased total costs of
production by more than 5 percent, or compliance costs for small entities that are at least 10 percent
higher than compliance costs as a percent of sales for large entities.

If an action is determined to affect a substantial number of small entities, the analysis must include:

(1) description and estimate of the number of small entities and total number of entities in
a particular affected sector, and total number of small entities affected; and

(2) analysis of economic impact on small entities, including direct and indirect compliance
costs, burden of completing paperwork or recordkeeping requirements, effect on the
competitive position of small entities, effect on the small entity’s cashflow and liquidity, and
ability of small entities to remain in the market.

4.1 Economic Impact on Small Entities

The persons who will receive an initial allocation of QS under the IFQ program should be considered
small entities under definitions in Chapter 4.0. Current estimates suggest that there are 5,484 persons
eligible for halibut QS and 1,121 persons eligible for sablefish QS.

If adopted, none of the Sitka Block alternatives would impact the initial distribution of QS relative
to the current plan. Nevertheless, the additional constraints under the Sitka Block alternatives are
likely to change the opportunities for profitable consolidations of QS holdings for a substantial
number of these persons, where substantial is defined in Chapter 4.0 above. In addition there are
fish processing companies, support industries, and potential future entrants who may be directly or
indirectly affected by a Sitka Block amendment.

The impacts of the Sitka Block alternatives on maximum potential consolidation were shown and
discussed in detail in Sections 3.0 through 3.15. If actual consolidation is positively related to
maximum potential consolidation it is likely that there would be more operations remaining in the
fishery under a Sitka Block rule. While this may increase the total cost of the harvest and reduce
the net economic benefits of the IFQ program, it may also result in slightly higher levels of harvesting
employment than under the current IFQ plan.
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Some small entities will find it more difficult to adjust their QS holdings for an area to achieve their
desired level and some will not be able to achieve the same level of QS holdings that they would
under the current IFQ plan. While the Sitka Block amendment should not significantly alter
paperwork and recordkeeping requirements, the effort and transactions costs involved in transferring
QS will likely be greater than under the current plan.

A Sitka Block rule would guarantee the continued existence of blocks containing relatively small
amounts of QS. While it is unclear that it will be difficult to profitably purchase small amounts of
QS under the status quo, supporters of the Sitka Block proposal want to guarantee that such blocks
will always be available so that a diverse group of fishing operations can continue to participate in
these fisheries.

Supporters of the Sitka Block proposal think that QS will tend to be consolidated into a relatively
small number of full-time operations under the current plan. They feel that the most profitable use
of QS will be in full-time operations, and these operations will be the ones which will be willing to
pay the most for QS. Diverse operations (halibut or sablefish) fishing on a part-time basis, or small
part-time and entry-level operations would be much less prevalent in these fisheries if they are
correct.

The Sitka Block proposal seeks to ensure that a diverse group of operations can continue to
profitably participate in these fisheries. By allocating QS in blocks and placing constraints on the
number of blocks that can be held in an area, a Sitka Block amendment would guarantee the
existence of a large number of small blocks which would be relatively unattractive to a full-time
operation. In turn, the small blocks will insure that a diverse group of operations can continue to
exist in these fisheries.
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5.0 SUMMARY AND CONCLUSIONS

The Sitka Block Proposal was submitted by the Alaska Longline Fisherman’s Association as a means
to address concerns that the current IFQ plan for halibut and sablefish may result in a large
consolidation of QS which could greatly reduce the current diversity of fishing operations in coastal
communities. While small part-time operations could purchase any amount of QS under the current
plan, Sitka Block proponents fear that the QS may be more valuable to larger, more full-time
operations.

The Sitka Block amendment seeks to achieve some of the benefits of the IFQ program, while further
constraining the program, with the goal of maintaining a relatively large and diverse group of fishing
operations. Proponents think that if the current diversity of fishing operations is not maintained, the
IFQ program may prove to be disruptive to the economies of Alaska coastal fishing communities.

The Sitka Block proposal seeks to maintain a large and diverse fleet by tying initial allocations of QS
into blocks and restricting the number of blocks which a person can hold. The proposal would attach
the QS permanently to a block. All permanent transfers of QS would have to be as a "unit” with the
block.

The two exceptions to this provision are a rule which allows consolidation of very small blocks as long
as they don’t exceed a limit, and the division at initial issuance of QS which exceed a "maximum block
size" into multiple blocks. These Sitka Block proposed constraints are intended to guarantee that
there will be a wide range of block sizes permanently available in an area, each of which will be
appropriate to different types of fishing operations. A large number of small blocks is also meant to
guarantee the continued existence of a small boat and entry level fishery.

The Sitka Block alternatives were examined with respect to maximum potential consolidation. The
additional constraints in the Sitka Block alternatives appear to reduce the maximum potential
consolidation of QS relative to the current IFQ plan.

Sitka Block alternatives which allowed a person to accumulate only two blocks in an area reduced
the estimates of maximum potential consolidation more than alternatives which allowed a person to
accumulate up to three blocks in an area. In contrast, alternatives which included catcher vessel size
categories and did not allow transfers across categories did not appear to substantially impact
maximum potential consolidation. However, even if vessel size classes do not impact the degree of
consolidation, the presence or absence of such restrictions may impact the distribution of blocks by
catcher vessel category.

Which alternative will produce less actual consolidation of QS is unclear. Nevertheless, if actual
consolidation is proportional to maximum potential consolidation (as estimated herein), the Sitka
Block alternatives will result in a larger remaining number of fishing operations than will the current
plan.

The Sitka Block proposed amendments would impact the net economic benefits generated by the IFQ
program. To the extent that some profitable opportunities for consolidation of QS may be lost, the
net economic benefits generated by the program may be reduced.

The proposed amendment will increase the search and transactions costs of persons who want to

purchase or sell additional QS. Each block is unique and therefore it will be harder to find willing
buyers or sellers with the exact amount of QS desired. Because of the limit on the number of blocks
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a person can hold in an area, some persons may have to both buy and sell blocks of appropriate sizes
in order to reach the new level of QS they want. This increase in fishermen’s search and transactions
costs will reduce the net economic benefits generated by the IFQ program.

The proposed changes may have impacts on administrative and enforcement costs as well as the tasks
that will need to be performed to manage IFQs. The Sitka Block proposed amendment might
complicate the initial allocation process. If more vessels remain in the fishery due to the amendment,
the IFQ program may be more difficult to monitor and enforce. The need to monitor additional sets
of constraints may also increase these costs.

Some aspects of the proposal may reduce the administrative and enforcement costs or release some
resources to do a better job on other IFQ management tasks. For example, some of the original
Sitka Block alternatives would eliminate catcher vessel length categories. If this occurred, NMFS
would no longer have to be concerned about the actual size of a vessel during the initial allocation
process, and would not have to monitor landings and landing records to make sure that a person’s
QS were being used on an appropriate size vessel.

The increased search and transactions costs associated with quota share transfers under the Sitka
Block proposal may lead to a reduction in the volume of transfers per person. This may be offset
somewhat if more persons remain in the fishery over time. If the proposal results in a reduction in
the overall volume of transfers, NMFS may be able to redirect resources to work on other
administrative or enforcement tasks, such as monitoring the larger number of operations or
administering and enforcing the new Sitka Block constraints.
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APPENDIX I

Proposed Amendment to the IFQ Plan: Quota Share/License
Program for Catcher Vessel Classes
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@ Alaskalgnglme Fxshe:men s Assoc e "

o AP A A A s AL P Vet 3 8 . __',\' ; o
P.0O. Box 1229 Sitka, AK 99838 (907) 747- 3600

| Dear Reader,

Along with the rest of the State, the Alaska Longline Fishermen's
Association (ALFA) is concerned about the impact of Individual
Fishing Quotas (IFQ) on the small boat longline tleet and the Alaska
coastal communities. We are also concerned about the future of the
resource, the fisheries, and the communities under the current open
access system and ‘under the management systems proposed as
alternatives to IFQs. For these reasons, ALFA is advocating
amendment of the halibut and sablefish IFQ plan to include what has
become known as the Sitka Block Proposal. The Sitka Block Proposal
provides protection to the small boat fleet and the Alaska coastal
communities; it also ensures that the longline fisheries will remain
accessible to small, independent operators sirze small quota
“blocks,” under this system, will remain afforcable. Enclosed please
find information on the Sitka Block Proposai; this information is
intended for distribution and/or publication.

Please contact me at the number above if | can orovide any
additional information. Thank you for your ume and attention.

Sincerely,
Linga Behnken
(exec. director, ALFA)
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Dear Readav,

In response to continued concern regarding the impact of IFQs 2~ .r.e smzll

boat fleet and the Alaska coastal communities, mempers of ne Sika

fishing community have developed an amendment to the sablefisn anc
halibut IFQ plan currently before the Council.

This amendment, called the Sitka Block Proposal, provides protection to
the resource without jeopardizing the future of the small boat fleet or
coastal communities. The Proposal achieves the same fleet diversity--
from skiffs to schooners--that led to the inclusion of vessel size classes
in the current IFQ plan, but does so more simply and more effectively. The
Block Proposal provides an entry level fishery, ensuring that no one will
be “shut out;" it also reduces consolidation, thus maintaining a relatively
large, diverse fleet and-protecting the socioeconomic health of the Alaska

coastal communities. In sum, it responds to the valid concerns raised Dy
concerned Alaskans. Here's how it works:

The Sitka Block Proposal permanently attaches each initially allocated
quota share to a license, which then becomes a "block.” No person may
own or control more than three quota share blocks per area per year, and
no more than five blocks may be used on any one vessel per area per year.
As the North Pacific Fishery Management Council's IFQ analysis indicates,
there will be an abundance of relatively small blocks in the initial

allocation, a moderate amount of medium sized blocks, and very few big

blocks. To illustrate: in the halibut fishery 62% of the initially allocated

blocks will be 3,000 Ibs or less while only 5% will be greater than 30.C”
Ibs; in the sablefish fishery 35% of the blocks will be 3,000 Ibs or less,
54% will be 10,000 lbs or less, and only 23% will be greater than 30, 000
Ibs. Since the blocks can not be combined® and each person is limited 10
no more than three blocks, the owners of large vessels will bid against
each other for the large blocks, leaving the small blocks for small
operators, new entrants, and deckhands. Predictably, the small blocks
will sell for less per pound than the big blocks, hence the longline
fisheries will remain accessible to the skiff fishermen, the
troller/longliner, and the newcomer. Since at any given time a number of
people will have one or two blocks, the fleet will remain relatively large
and diverse--very much like the fleet of today. And because the fleet will
remain large and diverse, traditional delivery patterns (i.e., shore-side
deliveries in the small coastal communities) can be expected to continue.

The Sitka Block Proposal also ensures a greater availability of quota
blocks, since a person holding three blocks must sell one in order t0
Block Proposals
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increase Ri1s or her holdings In other words, the specter of 100 or 200
Doais amassing quota until there 1s no quota left to amass is eliminated
with this amendment. Quota biocks will come on the market as fishermen
adjust their quota share holdings to suit their operation. Again, this will
orovide an entry level fishery and maintain fleet diversity.

Aliowing more licenses per vessel than are allowed per person is in
resoonse to the deckhands' concerns about their future in the fisheries.
Under the Sitka Block Proposal. the deckhand who invests in a quota biock
will be in high demand among skippers that already hold three blocks but
wish 10 increase their vessels' level_of harvest.. Skippers with three
blocks will not be allowed to buy more, so they will look for deckhands
with blocks. Again, the abundance of small blocks will provide an
opoortunity for deckhands to purchase blocks at an affordable price which,

in turn. will asuure them of a job--or entry into the fishery as a vessel
owner

At this point everyone agrees that the open access derbies can not
coniinue. What we haven't been able to agree on is the replacement. We
'eel that the Sitka Block Proposal provides that replacement, and would
like it to be analyzed and addressed by the Council. For that to happen, the
Preoosal neads broad-based support. The support is rapidly growing in
Sitka: it is our hope that the same will happen in other communities. if
you 'ike this amendment and/or want more information about it, please
.ca: the ALFA office at 747-3400. We are eager to hear your thoughts. -

Thank you for your time and attention. Sincerely,
ura ol
Linda Behnken

Since a lot of people will recieve initial allocations, or blocks, of 100, 300, and even 10
pouncs. we have proposed allowing people to combine two or more blocks into one as long as

ihe ioial of the combined blocks does not exceed 1.000 pounds in the halibut fishery or 3000
Souncs in the sablefish fishery '
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PROPOSED AMENDMENT
TO IFQ PLAN:
SITKA BLOCK PROPOSAL
QUOTA SHARE/LICENSE
PROGRAM FOR CATCHER BOAT CLASS

This amendment to the sablefish and halibut IFQ plan is proposed in response to
continued concern regarding the sociceconomic impacts of IFQs on costal communities and
the small boat fleet. The amendment preserves the nature of the fleet to the maximum

extent possible, while providing the sablefish and halibut resource with much needed
protection.

Under the proposed amendment, initial quota share allocations will be attached
to a specific license. The amount of the initial quota share allocation will be determined as
per criteria specified in the current preferred alternative. Subsequent quota transfers must
include transfer of the quota share license (QSL) and all quota shares attached to that
license. A persons' total holdings will be restricted by caps specified in the preferred alter-
native, and include all existing “grandfather" exemptions. Each person may land fish on no

more than three licenses per area per year. No more than five hcenses may be used on any
vessel per area per year.

These provisions will:
1. Ensure the continued existence of a relatively large, diverse fleet.

2. Provide protection to coastal communities. Bec#use small boats tend to
be locally based, traditional delivery patterns will continue.

3. Provide an entry level fishery accessible to deckhands and other small,
independent operators. The abundance of small quota share “blocks" will
reduce the relative cost per pound of these licenses.

4. Simplify implementation, monitoring, and enforcement by eliminating the
need for vessel size classes and significantly reduce the number
of discreet quota share blocks that may be bought or sold.

By responding to the frequently voiced objections and concerns raised by industry and
community members, the proposed amendment has significantly increased the support
base for IFQs in southeast Alaska; predictably it will do the same statewide.

(1)
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LANGUAGE CHANGES / ADDITIONS
TO PREFERRED ALTERNATIVE

Sec2 (B): [Initial QS assignment)

()

(ii)

(iii)

(iv)

(v)

Initial QS allocations for each area shall be permanently attached to a
license.

In the initial allocation, the IFQs arising from a quota share license

(QSL) shall not exceed 1/2 of the specified ownership cap.

Those individuals or persons receiving initial allocation in excess of

the cap in a management area shall be issued the number of QSLs
equal to his/her allocation.

QSL shall remain as single licenses and may only be sold or transferred
in their entirety unless QSL are combined pursuant to Sec 2 (D) (iv).
Portions of the QSL may be leased in accordance with Sec 2 () (2) (iii).

All sales of transfers of QSL shall be free and clear of all control,
fiduciary trust and/or future contract.

Sec2 (Q) (2) - Delete (ii) (iii)

Sec 2 (D) [Ownership Caps]

add (iii)
add (iv)
add (vi)

Block Proposals

For sablefish and halibut any individual or person not grandfathered
under Sec 2 (B) (1) (C) may not utilize the IFQs from more than three
QSL in a management area in any one year. In the event of sale or
transfer of QSL, a person or individual may hold up to 4 QSL fora
period of no longer than one hundred and twenty days.

QSL which have yearly IFQ's amounting to less than 1000 pounds for
halibut and 3000 pounds for sablefish may be consolidated by an
individual or person into a single permanent QSL as long as the result-
ant QSL does not exceed 1000 pounds for halibut or 3000 pounds for
sablefish.

For sablefish and halibut: [FQs from no more than 5 QSLs may be
utilized on any one vessel per area per year. [option: 4 QSLs per vessel
per area per year] ) .
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APPENDIX II

Memo from Joe Terry to Jay Ginter, Sitka Block IFQ Proposal
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TO:

FROM:

15:40 T8 526 8723 AFSC/RACE-REFM Ty

Jay Ginter

Joe Terry

SUBJECT: Sitka Block IFQ Proposal

Main Points of the Proposal

1.

2.

Block Proposals

With two exceptions, the initial QS of each person by area
will be a Q8 bleck that will retain its size and identity
for the life of the IFQ progran.

one exception is that, because no QS block may be mora than
one half of the ownership cap, a block that exceeds this
limit will be subdivided such that none of the raesulting
blocks exceeds the limit. Each resulting block will retain
its size and identity for the life of the IFQ program.

The othar aexcaption is that blocks can be combined to form a

new block of up to 1,000 lbs for halibut or up to 3,000 lbs
for sablefish.

During a year, no person may own more than three QS blocks
for an area. The exception is that a fourth block can ba
owned, but not used, for a 120-day period.

During a year, no person may use the IFQs from more than
three QS blocks for an area. = . T

P

During a year, no vessel may use the IFQs from more than
five QS blocks for an area.

The catcher boat vessel size categories would be eliminated.

It is not clear whether the distinction betwaen catuhaf
boats and freezer boats would bae eliminated or whether other

restrictions on ownership and use of QSs and IFQs would be
eliminated.

The proposal provides protection to the small boat fleet and
the coastal communities; it also ensures that the longlina
fisheries will remain accassible to small, independent
operators; i.e., small quota blocks, under this system, will
remain affordabla.

Thae proposal achieves the same flest diversity -- from
gskiffs to schooners -- that lead to the inclusion of vessal
size classes in the current IFQ plan, but it does so more

.simply and more effectively.
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of small blocks and decrease that of large blocks.

Por the purposes of the halibut harvesting cost nodel it was
agsumed that the trip capacity was 10,000 1bs, 20,000 1bs,
and 50,000 1bs, raspectively, for vassel up to 358 faat,
vessels betwaen 35 and 60 feat, and vessals betwaan 60 and
90 feet. This means that even a small boat would hava to
have relatively large blocks to make a small nurber of trips
in one management area.

Tha proposal will substantially reduce the benefits provided
by the limited ability to buy IFQs (rent Qss) .

The decreased ability to make marginal adjustments in IFQs

could increase discards and unreported catch and increase
the probability that the TACs will not ba utilized fully.
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1.0 INTRODUCTION

1.1 Purpose of this Document

In December 1991 the North Pacific Fishery Management Council (Council) recommended an
Individual Fishing Quota (IFQ) program for management of the fixed gear sablefish and halibut
fisheries off of Alaska. In April 1992 the Council voted not to reconsider its decision. However, at
its April meeting the Council requested an analysis of a possible amendment to its plan, called the
Sitka Block amendment, that would modify certain aspects of the operation of the quota share (QS)
market and impose new limits on the extent to which persons could accumulate QS. At its June 1992
meeting the Council also requested analysis of an alternative block plan, the Full/Partial Block
proposal. The block proposals were motivated by concerns over the possible aggregation of QS in
relatively few hands, and consequent social impacts on the fishery and dependent communities.

The Council was given a preliminary analysis of several Sitka and Full/Partial Block pro]iosal
alternatives at its September 1992 meeting. These were released for public review in October.” At
its January 1993 meeting the Council requested preparation of a draft "Environmental
Assessment/Regulatory Impact Review/Initial Regulatory Flexibility Analysis” (EA/RIR/IRFA) of the
Sitka and Full/Partial Block proposals for presentation at its June 1993 meeting in Kodiak.

An EA/RIR/IRFA is needed because actions taken to amend Fishery Management Plans or
implement other regulations governing the groundfish fisheries and actions taken by the Secretary
to implement regulations governing the halibut fishery must meet the requirements of Federal laws
and regulations. Among the most important of these are the National Environmental Policy Act
(NEPA), the Endangered Species Act (ESA), the Marine Mammal Protection Act (MMPA),
Executive Order (E.O.) 12866, and the Regulatory Flexibility Act (RFA).

This document, the EA/RIR/IRFA requested by the Council in January 1993, addresses these
statutory requirements. NEPA, E.O. 12866, and the RFA require a description of the purpose and
need for the proposed action as well as a description of alternative actions which may address the
problem. This information is included in Chapter 1 of this document. Chapter 2 contains
information on the biological and environmental impacts as required by NEPA. Impacts on
endangered species and marine mammals are also addressed in this chapter. Chapter 3 contains a
Regulatory Impact Review (RIR) which addresses the requirements of both E.O. 12866 and the RFA
that economic impacts of the alternatives be considered. Chapter 4 discusses the RFA’s Initial
Regulatory Flexibility Analysis (IRFA) requirements.

1.2 The Council’s Authority to Take Action

The groundfish fisheries in the Exclusive Economic Zone (EEZ) (3 to 200 miles offshore) of the Gulf
of Alaska (GOA) and Bering Sca/Aleutian Islands Area (BSAI) are managed under the Fishery
Management Plan (FMP) for the Groundfish Fisheries of the Gulf of Alaska and the FMP for the
Groundfish Fisheries of the Bering Sea/Aleutian Islands Area. Both FMPs were developed by the
North Pacific Fishery Management Council (Council) under the Magnuson Fishery Conservation and
Management Act (Magnuson Act). The GOA FMP was approved by the Secretary of Commerce
and became effective in 1978 and the BSAI FMP became effective in 1982.

15ce Analyses of “The Sitka Block" Propose endment _and "The Full/Partial Block" Pr

s
Amendment to the Individual Fishing Quota Management Alternative for Fixed Gear Sablefish and Halibut
Fisheries. Gulf of Alaska and Bering Sea/Aleutian Islands. Discussion Draft. October 20, 1992.
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The domestic fishery for halibut in and off of Alaska is managed by the International Pacific Halibut
Commission (IPHC) as provided by the Convention between the United States and Canada for the
Preservation of the Halibut Fishery of the Northern Pacific Ocean and the Bering Sea (Convention),
signed in 1979, and the Northern Pacific Halibut Act of 1982.

While the IPHC has the primary authority for managing the halibut resource for biological
conservation purposes, the Halibut Act authorizes the appropriate Regional Fishery Management
Councils established by the Magnuson Act to develop regulations that are in addition to, but not in
conflict with, regulations adopted by the IPHC affecting the U.S. halibut fishery. Under this
authority, the North Pacific Fishery Management Council (Council) may develop, for approval by the
Secretary of Commerce (Secretary), limited access regulations for the Pacific halibut fishery in
Convention waters in and off of the State of Alaska that are consistent with criteria set forth in
Section 303(b)(6) of the Magnuson Act. The Council does not, however, have an FMP for halibut.

1.3 History of the Issue

As noted earlier, in December 1991 the Council recommended an IFQ program for management of
the fixed gear sablefish and halibut fisheries off Alaska. For purposes of this action, the Council
defined "fixed gear” to include all hook and line fishing gears (longlines, jigs, handlines, troll gear, and
etc.) in the Gulf of Alaska (GOA) and Bering Sea/Aleutian Islands (BSAI) Areas and pot gear for
sablefish in the BSAL

In April 1992 after conducting a further analysis of the alternatives,2 the Council rejected a motion
to rescind its earlier vote and directed that the IFQ plan amendment package be forwarded to the
Secretary of Commerce. In January 1993 the Secretary of Commerce approved the IFQ management
program.

Although the plan included provisions designed to protect the social structure of the fishery and
dependent communities,” many persons remained concerned that the plan did not guarantee that
enough QS would continue to be held by small part-time operators. These persons were concerned
about the social impacts of the reduction in size or total elimination of such operations.

When it met in April 1992 the Council responded to these concerns and directed staff to analyze the
Sitka Block proposal which had been submitted by the Alaska Longline Fisherman’s Association
(ALFA). The Sitka Block proposal seeks to achieve some of the benefits of the current plan while
further constraining the IFQs in the hopes of maintaining a relatively large and diverse group of
fishing operations. The Sitka Block proposal ties initial allocations of QS into blocks and restricts
the number of blocks a person can hold. All permanent transfers of QS would have to be as a block.

Full/Partial Blocks were first proposed bX NPFMC Council member Ron Hegge in a May 1992 letter
to Council Chairman Richard Lauber.” Mr. Hegge proposed to give fishermen full and partial
blocks of QS. Fishermen could accumulate different combinations of these blocks subject to the

25ee Supplemental Analysis of the Individual Fishing quota Management Alternative for Fixed Gear

blefish Halibut Fisheries - of Alas Bering Sea/Aleutian Islands (March 27, 1992). For
brevity, this document will be referred to as Supplemental Analysis in the remainder of this report.

3Such as three catcher vessel size classes for halibut vessels and limits on the amount of quota any one
person may hold.

4A copy of this letter is attached in Appendix I
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existing aggregation limits, and subject to new limits on the numbers of partial blocks that may be
held.

Under the Full/Partial Block proposal, QS would be based on each eligible applicant’s qualifying
pounds, as under the current Council plan. Each person’s QS, however, would be issued as one or
more blocks. A block of QS may not be broken up. QS in a block may not be sold separately from
other QS in the block. The proposal called for two types of blocks, full blocks and partial blocks.

In Mr. Hegge’s orlgmal plan, a full block of QS would contam enough shares to give the recipient
10,000 pounds of IFQ in the first year of the program Full blocks were to be issued to persons
who got QS worth more than 10,000 pounds of IFQ. The number of full blocks to be issued was to
be determined by dividing the amount of IFQ the person got by 10,000. Partial blocks would vary
in size, but contain QS equivalent to less than 10,000 pounds of IFQ in the first year of the program.
Partial blocks were to be issued to persons who didn’t have enough shares for a full block, or to
persons whose total allocation of IFQ, while containing one or more full blocks, was not exactly
divisible by 10,000. As a practical matter, every eligible applicant would get a partial block in the
initial allocation.b

For example, if a person had 5,000 pounds of IFQ, they would receive one partial block with QS
equivalent to 5,000 pounds of IFQ. If a person had 12,000 pounds of IFQ they would receive one
full block of 10,000 pounds and a partial block of 2,000 pounds. If a person had 27,000 pounds of
IFQ they would receive two 10,000 pound full blocks and one partial block of 7,000 pounds.

Blocks could be transferred. A person could own or control any number of full blocks in a
management area, and one partial block in that area, so long as the total QS holdings did not exceed
the aggregation limits in the plan. In the original Full/Partial Block proposal, a person who did not
own any full blocks could own or control up to three partial blocks in a management area (again
subject to the existing plan’s aggregation limits).7 The only restrictions on holding blocks in multiple
areas were the aggregation limits in the existing plan.

Mr. Hegge’s original Full/Partial Block proposal eliminated the catcher vessel size classes in the
management plan. The plan requires that halibut QS be issued separately for vessels less than or
equal to 35 feet, 36 to 60 feet, and above 60 feet. They require that sablefish QS be issued
separately for vessels less than or equal to 60 feet and vessels greater than 60 feet. The proposal
retained the catcher vessel-freezer vessel distinction in the plan. The current plan prohibits the
transfer of QS between vessel classes.8

SNote that in this draft EA/RIR/IRFA the full block size has been changed to 20,000 pounds. The amount
of IFQ in a block might vary in subsequent years as TACs change. The number of quota shares in a block
would not change.

‘A person would not receive a partial block if the IFQ allocation was an exact multiple of 10,000, such as
20,000 or 100,000.

"Different alternatives analyzed in this report allow persons without full blocks to hold as many as two or
as many as three partial blocks. In addition, the two partial block alternatives allow as many as four partial
blocks to be fished off of one vessel in a year. The three partial block alternatives allow as many as five partial
blocks to be fished off a vessel.

8 This EA/RIR/IRFA looks at halibut blocks when there are one, two or three catcher vessel size classes,
and at sablefish blocks when there are one or two size classes.
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The Full/Partial Block proposal was designed to address problems that some saw the plan posing for
small operators, crewmen, and coastal communities, while minimizing new difficulties the Sitka BloS:k
proposal might have created for large operators. As Hegge stated in his letter on the Full/Partial
Block proposal:

Clearly there is significant opposition to the IFQ plan adopted by the Council. The
greatest opposition comes from small vessel operators, crewmen, and communities, all
of whom feel the IFQs would be bought up by large operators, which would eliminate
future opportunity for those entering the fisheries and a loss of employment opportunities.

The Sitka block (SB) proposal addresses some of these problems but also creates
additional management difficulties. The SB proposal has certainly created opposition
among the medium and large operators.

1 feel the proposal I have outlined presents a compromise that gives all of the protection
of a block program for new entrants and small vessels while not unduly restricting the
larger participants. Removal of the vessel size classes eliminates an expensive and now
unnecessary restriction.

The Full/Partial Block proposal was introduced to the North Pacific Fishery Management Council
at the June 1992 meeting. The Council requested that a preliminary analysis of this proposal be
prepared for their September meeting. Due to other commitments, NPFMC and NMFS staff could
not conduct the analysis. Because of the importance of the issue to the State of Alaska, the State
of Alaska’s representative agreed to have the State conduct the analysis.

A Discussion Draft was presented to the Council at the September 1992 meeting. The draft
examined the following variants of the full\partial block plan:

full block sizes equal to 10,000 and 30,000 pounds of IFQ,
allowing partial block holders to have two or three partial blocks, and
eliminating catcher vessel size classes, or retaining size classes greater or less than 60 feet.

The Council approved the discussion draft for public review and comment at its September meeting
and the draft was distributed to the public in October.

At its January 1993 meeting the Council directed staff to proceed to prepare a draft EA/RIR/IRFA
for the June 1993 Council meeting in Kodiak. At this time the Council requested the incorporation
of a "sweeping up” provision in the plan similar to one contained in the Sitka Block proposal and
directed staff to narrow its focus to a plan with 20,000 pound full blocks.
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1.4 Alternatives Considered

1.4.1 Alternative 1: Status Quo

The status quo is the IFQ program as approved by the Secretary in December 1991. Under this plan
each person in the fishery would hold QS. Each QS entitles the holder to harvest a small percentage
of the annual TAC. The pounds of fish from the annual TAC to which the person is entitled are
called the person’s IFQ. The IFQ associated with any QS will vary from year to year as the fishery
TAC varies.

In the status quo the QS may be bought and sold individually, subject to certain constraints. QS are
issued separately for each management area and vessel class. The plan creates four halibut vessel
classes (catcher vessels less than or equal to 35 feet, catcher vessels 36 to 60 feet, catcher vessels over
60 feet, and freezer vessels) and three sablefish vessel classes (catcher vessels less than or equal to
60 feet, catcher vessels over 60 feet, and freezer vessels). There are limits on the amounts of QS that
may be held by one person or fished off of one fishing vessel during a year.

The plan is described and analyzed in detail in the Supplemental Analysis of March 27, 1992. The
status quo options for halibut and for sablefish will be referred to as Alternative 1.

1.4.2 Full/Partial Block Alternatives

The Full/Partial Block alternatives would change the status quo by adding a "sweep up" provision, and
one of several variants of the Full/Partial Block proposal.

Each person is issued the same number of QS that they would receive under the status quo.
However, each person’s QS are issued in full and partial blocks. In response to the Council’s request
in January 1993, full blocks are defined to contain enough QS to give the recipient 20,000 pounds
of IFQ in the first year of the program A partial block contains fewer QS than a full block. A
partial block will not have enough QS to give the recipient 20 000 pounds of IFQ in the first year of
the program.

The definition and allocation of full and partial blocks can be best shown with examples. A person
who gets enough QS to get 5,000 pounds of IFQ in the first year of the program will get a partial
block containing those QS. A person who gets enough QS to get 45,000 pounds of IFQ in the first
year of the program will get two full blocks, each containing enough QS to give the holder 20,000
pounds of IFQ, and a partial block with enough QS to give the holder 5,000 pounds of IFQ.

At its January 1993 meeting the Council requested that a "sweep up” provision be added to the
original version of the Full/Partial Block proposal. This allows persons who receive QS that entitle
them to less than 1,000 pounds of halibut IFQ, or less than 3,000 pounds of sablefish IFQ, in the first
year of the program, to combine their allocations into new partial blocks that would be less than or
equal to 1,000 pounds of halibut IFQ or less than or equal to 3,000 pounds of sablefish IFQ. The

The original Full/Partial Block proposal had 10,000 pound full blocks. At its January 1993 meeting the
Council requested an analysis of 20,000 pound full blocks. Appendix II to this part of the EA/RIR/IRFA
contains results for two 10,000 pound full block halibut and sablefish alternatives.
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partial blocks created in the "sweeping up" process are permanent and cannot be changed
thereafter.10

The full/partial block alternatives examined all have 20,000 pound full blocks. They differ with
respect to the numbers of partial blocks a person without full blocks may hold, with respect to the
number of partial blocks that may be fished off of a single vessel, and with respect to the number of
catcher vessel size classes that are imposed. The alternatives are:

Alt 2: One catcher vessel size class; persons who don’t hold full blocks may hold up to two
partial blocks; as many as four partial blocks may be fished off a vessel in a year.

Alt 3: One catcher vessel size class; persons who don’t hold full blocks may hold up to three
partial blocks; as many as five partial blocks may be fished off a vessel in a year.

Alt 4: Two catcher vessel size classes (less than or equal to 60 feet and over 60 feet);
persons who don’t hold full blocks may hold up to two partial blocks; as many as four
partial blocks may be fished off a vessel in a year.

Alt 5: Two catcher vessel size classes; persons who don’t hold full blocks may hold up to
three partial blocks; as many as five partial blocks may be fished off a vessel in a year.

Alt 6: Three catcher vessel size classes (less than or equal to 35 feet, 36 to 60 feet, over 60
feet); persons who don’t hold full blocks may hold up to two partial blocks; as many
as four partial blocks may be fished off a vessel in a year.

Alt 7: Three catcher vessel size classes; persons who don’t hold full blecks may hold up to
three partial blocks; as many as five partial blocks may be fished off a vessel in a year.

Alternatives 1 through 7 have been examined for halibut and Alternatives 1 through 5 have been
examined for sablefish. This is in response to direction from the Council to look at as many as three
catcher vessel size classes for halibut and as many as two for sablefish.

10B10cks will contain QS and not IFQ. The IFQ associated with a block will vary each year depending on
the TAC in the area and the total number of QS outstanding. To make the "sweep up" rules operational, the
Council may need to define them in terms of QS. That amount of IFQ associated with those QS may be above
or below the originally specified IFQ thresholds in subsequent years.
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2.0 ENVIRONMENTAL IMPACTS OF THE ALTERNATIVES

2.1 NEPA Consisten

An environmental assessment (EA) is required by the National Environmental Policy Act of 1969
(NEPA) to determine whether the action considered will result in significant impact on the human
environment. The environmental analysis in the EA provides the basis for this determination and
must analyze the intensity or severity of the impact of an action and the significance of an action with
respect to society as a whole, the affected region and interests, and the locality. If an action is
determined not to be significant based on an analysis of relevant considerations, the EA and the
resulting finding of no significant impact (FONSI) would be the final environmental documents
required by NEPA. An environmental impact study (EIS) must be prepared if the proposed action
may cause a significant impact on the quality of the human environment.

An EA must include a brief discussion of the need for the proposal, the alternatives considered, the
environmental impacts of the proposed action and the alternatives, and a list of document preparers.
The need for the proposal is discussed in Chapter 1, the alternatives are described briefly in Chapter
1 and at length in Sections 3.2 and 3.3 of Chapter 3. A list of the preparers may be found in Chapter
8. This chapter provides a description of the environmental impacts including impacts on threatened
and endangered species and marine mammals.

22 Effects on Marine Mammals

The Supplemental Analysis notes that under the IFQ program, which is Alternative 1 in this analysis,
"the patterns of fishing in this fishery would change from a very brief opening with highly
concentrated effort to an extended fishery over both time and space with effort being less
concentrated but occurring over a longer time period and possibly over greater areas. Adverse
interactions between fisheries and marine mammals have often been thought to be directly related
to the concentration of fisheries in time and space. To the extent that is true for the fixed gear
halibut and sablefish fisheries, the IFQ program, which will disperse the fishery in time and space,
will decrease such effects."!l This suggests that it may be less likely that marine mammals and
longline gear will be at the same place at the same time if the fishery can be spread out in time and
space.

There is, however, a possibility that interactions with marine mammals, specifically killer whales, may
increase as fishing effort is spread out over time and space. Dalheim (1988) has documented
interactions between longline fishermen and killer whales primarily in Prince William Sound and the
Aleutian Islands. The killer whales are opportunistic feeders and learn to recognize the presence of
longline gear in the area (by vessels and buoys) and respond to the sound of gear retrieval. As the
longline gear is being retrieved and the sablefish are in the upper water column and on the water
surface, killer whales may consume fish off the hooks. This results in less harvest to the vessel per
unit of gear deployed. The "adverse impacts" occur if fishermen injure killer whales in their attempts
to discourage them from feeding on the sablefish.

Some have suggested that confining longline gear to a narrow window of time may limit the amount
of gear that is subject to killer whale predation because the whales can only be in one place at a time

Ugypplemental Analysi page 7-9.
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and there are not enough of them to be present at all gear retrievals.1? If so, spreading longline
gear retrieval out over time, as is the objective of the IFQ program, may provide a larger v‘{indow of
opportunity for killer whales to prey on the gear as it is being retrieved. However, if this occurs,
fishermen will have increased time under an IFQ system to wait until killer whales move away from
the area where their gear is set, to deploy dummy gear or to use other methods to distract or dissuade
the killer whales.

Marine mammal interactions in the longline fisheries for halibut and sablefish are currently monitored
through the Marine Mammal Exemption Program (MMEP). Under this program, all longline
fisheries in the GOA and BSAI are categorized as to their expected impact on marine mammals. If
increased interactions between fishermen and marine mammals occur in the future as a result of the
IFQ program or amendments to it, changes in the classification and monitoring of these longline
fisheries may be needed.

The block proposals identified in this analysis are expected to result in less consolidation of IFQ and,
therefore, more individual fishing operations. While it is possible that an IFQ program may provide
increased opportunities for killer whales to feed off sablefish while longline gear is being retrieved,
the extent to which killer whale interactions will change is unknown. The change in fishing effort
as a result of the block proposals is not expected to result in a significant increase in interactions with
marine mammals over and above that which will be experienced under the current IFQ program
(status quo).

23 Endangered Species Act

The following species, currently listed under the ESA, are present in the BSAI and GOA
management areas.

Endangered
Northern right whale Balaena glacialis
Gray whale Eschrichtius robustus
Sei whale Balaenoptera borealis
Blue whale Balaenoptera musculus
Fin whale Balaenoptera physalus
Humpback whale Megaptera novaeangliae
Sperm whale Physeter macrocephalus
Snake River sockeye salmon Oncorhynchus nerka
Short-tailed albatross Diomedea albatrus
Threatened
Steller sea lion Eumetopias jubatus
Snake R. spring/summer chinook salmon Oncorhynchus tshawytscha
Snake R. fall chinook salmon Oncorhynchus tshawytscha
Spectacled eider Somateria fischeri

Zpersonal Communication with Tamra L. Faris, a fishery biologist with the Protected Resources
Management Division, NMFS Alaska Region in Juneau, Alaska.
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To date, critical habitat has only been designated for the Steller sea lion.

Other sensitive seabird/marine bird species are listed below and include Category 1 and Category 2
species. Category 1 species are eligible for listing and await only the processing of higher priority
species. Category 2 species are currently under review by the Fish and Wildlife Service for possible
listing. Steller’s eider is a category 1 species; all others are category 2 species.

Steller’s eider Polysticta stelleri

Marbled murrelet Brachyramphus marmoratus
Red-legged kittiwake Rissa brevirostris

Kittlitz’s murrelet Brachyramphus brevirostris

Status of Section 7 Consultations for above listed species:

Cetaceans: Formal consultation on the effects of the GOA groundfish fishery on listed cetaceans was
concluded on April 19, 1991. The biological opinion issued for that consultation considered all
aspects of the fishery and concluded that the fishery was unlikely to adversely affect listed cetaceans.
The April 19, 1991, biological opinion on the effects of the BSAI groundfish fishery on listed species
did not specifically evaluate effects to listed cetaceans in any detail. Instead it incorporated by
reference, an earlier biological opinion on the effects of the BSAI groundfish fishery on cetaceans,
issued December 14, 1979, and the biological opinion issued July 5, 1989, on the marine mammal
exemption program. The April 19, 1991, BSAI opinion reiterated the conclusion of these earlier
opinions that the BSAI groundfish fishery was unlikely to jeopardize listed cetaceans. Unless there
is some change in the GOA or BSAI fishery or information on cetaceans that would indicate an
effect or relationship exists that we have not previously considered, it is not necessary to reinitiate
consultation for these species.

Salmon: Effects of the GOA and BSAI groundfish fisheries on listed salmon were considered by
informal consultations with the NMFS Northwest Region for fishing years 1992 and 1993 (February
20, 1992, April 21, 1993, respectively). In addition to the environmental assessment documents on
the fisheries, the Alaska Region wrote a biological assessment (March 17, 1993) and the decisional
document that accompanied the April 21, 1993, memorandum concluding that salmon species listed
under the ESA were not likely to be adversely affected by the 1993 TAC:s, or by a change of the non-
roe pollock fishing season in the BSAIL. Subsequent informal Section 7 consultation occurred for
BSAI Amendment 28 (June 7, 1993), and for GOA Amendment 31 (September 22, 1993).

Consultation for fishing year 1994 and for future years needs to be addressed. The Northwest Region
stated their intention to rely on multiple-year consultations when the effects of an action on listed
salmon can be evaluated adequately over the long term. We have also been advocating this approach.
Tamra Faris and Jessica Gharrett are writing a biological assessment containing a description of
anticipated fishing activities conducted under the FMPs, including annual specification amounts, in
multiple-year terms and the current information on potential takings by the fishery of the listed
salmon. Peter Dygert, NW Region, has been in contact with us regarding the information assessment
and its packaging. When the impact analysis is complete, we should again confer with the NW
Region to agree on a time frame for the consultation and to determine whether a formal or informal
consultation is required. At a minimum, the process will be completed before calendar year 1993
ends.
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Steller sea lions: Formal consultation on the effects of the BSAI and GOA groundfish fisheries on
Steller sea lions was concluded on April 19, 1991. The biological opinions issued for these
consultations considered all aspects of the fisheries and concluded that the BSAI and GOA fisheries
were unlikely to jeopardize the continued existence and recovery of the Steller sea lion population.
Subsequently, Section 7 consultation has been reinitiated for every change to the FMP or fishery that
could affect Steller sea lions. Numerous informal consultations have been conducted; formal
consultation was reinitiated for FM actions that appeared likely to result in adverse effects.
Specifically, formal consultation was conducted and biological opinions issued for: (1) GOA 1991
pollock TAC, June 5, 1991; (2) GOA 1991 pollock fourth quarter allocation, September 20, 1991;
(3) 1992 GOA TAC specifications, December 23, 1991; (4) 1992 BSAI TAC specifications, January
21, 1992; and (5) Amendment 18 to the BSAI FMP (inshore/offshore), March 4, 1992. PRMD will
continue to track FM actions and will consult, formally and informally, as needed. The next
anticipated consultation will consider effects of the 1994 TAC specifications, following the December
1993 meeting of the North Pacific Fishery Management Council.

Seabirds: Formal consultation was concluded on the effects of the NMFS Interim Incidental Take
Exemption Program on the short-tailed albatross and other species listed under the ESA and under
the jurisdiction of the USDI Fish and Wildlife Service (FWS) on July 3, 1989. That consultation
concluded that BSAI and GOA groundfish fisheries would adversely affect the short-tailed albatross
and would result in the incidental take of up to two birds per year, but would not jeopardize the
continued existence of that species. A technical memorandum dated July 21, 1989, from the FWS
to NMFS documented actions intended to reduce incidental take of the marbled murrelet, a species
not listed, but a category 2 candidate. Subsequently, Section 7 consultation has been reinitiated for
major changes to the FMP or fishery that might affect the short-tailed albatross; these have been
informal consultations, and have concluded that no additional adverse impacts beyond those in the
aforementioned formal consultation would occur. These subsequent informal consultations include:
(1) 1992 BSAI and GOA TAC specifications, January 17, 1992; (2) 1993 BSAI and GOA TAC
specifications, February 1, 1993, and clarified February 12, 1993; (3) delay of the second quarter
pollock fishing season in the GOA, December 22, 1992; (4) careful release of halibut in hook-and-line
fisheries, March 12, 1993; (5) delay of the second pollock fishing seasons in the BSAI and GOA,
March 12, 1993; (6) BSAI Amendment 28, April 14, 1993; (7) GOA Amendment 31, July 21, 1993;
and (8) 1994 BSAI and GOA TAC specifications, February 14, 1994.

None of the alternatives considered under this action will affect any of the above listed or candidate
species.

2.4 Coastal Zone Management Act

The alternatives in this amendment are consistent, to the maximum extent practicable, with the
provisions of the Coastal Zone Management Act of 1972 and would not conflict with State of Alaska
laws or regulations. The halibut fisheries are managed by the IPHC and the NPFMC all the way to
the shoreline and fishing permits are issued by the IPHC which also aggregates all fish ticket landings
records. In terms of sablefish, these alternatives would affect only those fishing under authority of
a federal groundfish permit.
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2.5 NEPA Finding of No Significant Impact

Under NEPA an action has a significant impact if it:

jeopardizes the productive capability of the stocks;

damages ocean and coastal habitats;

adversely impacts public health or safety;

adversely affects endangered or threatened species or marine mammals; and/or
has cumulative effects on stock.

eRpop

As noted in Section 2.3 above, the alternatives are unlikely to adversely impact endangered or
threatened species. The following discussion will therefore address the stock, habitat, and safety
issues.

The Full/Partial Block alternatives are not likely to jeopardize the productive capability of the stocks
or have a cumulative effect on the stocks. Sections 2.2.19 to 2.2.27 of the Supplemental Analysis
describe the conservation and environmental impacts of the IFQ program that is used as the status
quo in this analysis. The Full/Partial Block alternatives may increase the number of active fishermen,
but will probably have relatively little impact on aggregate harvest. They are likely to have little
impact on stocks compared to the status quo IFQ program.

The Full/Partial Block proposals are not likely to impose significant damage on the coastal or marine
habitat. If the Full/Partial Block alternatives lead to an actual increase in the number of separate
fishing operations they may lead to some increase in vessel traffic over the status quo. An increase
in the number of fishing operations would probably not be associated with a proportionate increase
in gear activity. Each fisherman will have IFQ and an incentive to take this IFQ as efficiently as
possible. The gear activity needed to take the TAC will not change much as the number of fishermen
changes since any increase in the number of fishermen is likely to be offset by a decrease in the
average amount of gear activity by each one.

Section 2.2.1 in the Supplemental Analysis indicates that the IFQ program is expected to increase the
safety of fishermen "by reducing substantially the incentive fishermen have to disregard factors that
increase the risk of accidents."~> The program does this by stopping the "race for the fish" that
exists under a common access fishery and by reducing the opportunity costs of safe behavior. The
Full/Partial Block alternatives do not change the incentives for safe behavior that exist under the
status quo IFQ alternative. The Full/Partial Block alternatives will not, therefore, adversely impact
public health or safety.

nggpglemgngal Analysis, page 2-3.
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3.0 REGULATORY IMPACT REVIEW: ECONOMIC IMPACTS

3.1 Introduction

This chapter provides information about the economic and socioeconomic impacts of the alternatives
including identification of the individuals or groups that may be affected by the action, the nature of
the impacts, quantification of the economic impacts if possible, and discussion of the tradeoffs
between qualitative and quantitative benefits and costs.

The requirements for all regulatory actions specified in E.O. 12866 are summarized in the following
statement from the order:

In deciding whether and how to regulate, agencies should assess all costs and benefits
of available regulatory alternatives, including the alternative of not regulating. Costs and
benefits shall be understoad to include both quantifiable measures (to the fullest extent
that these can be usefully estimated) and qualitative measures of costs and benefits that
are difficult to quantify, but nevertheless essential to consider. Further, in choosing
among regulatory approaches, agencies should select those approaches that maximize net
benefits (including potential economic, environment, public health and safety, and other
advantages; distributive impacts; and equity), unless a statute requires another regulatory
approach.

This chapter also addresses the requirements of both E.O. 12866 and the Regulatory Flexibility Act
to provide adequate information to determine whether an action is "significant” under E.O. 12866 or
will result in "significant” impacts on small entities under the RFA. E.O. 12866 defines a "significant
regulatory action" as likely to result in (1) an annual effect on the economy of $100 million or more;
(2) an adverse effect in a material way on the economy, a sector of the economy, productivity,
competition, jobs, the environment, public health or safety, or State, local or tribal governments or
communities; or (3) a novel legal or policy issue. Requirements of the RFA are addressed in
Chapter 4.

This chapter provides an RIR for the Full/Partial Block alternatives. It provides estimates of the
maximum possible consolidation by fishermen and discusses the potential costs and benefits of the
Full/Partial Block alternatives. Separate sections examine maximum possible consolidation for the
halibut and sablefish fisheries.

It is impossible to accurately predict the actual consolidation of blocks that will take place under the
Full/Partial Block alternatives. Even if an initial level of consolidation could be estimated, that level
may change through time in response to changes in fish prices, fishing technology, fisheries
infrastructure, socio-economic conditions, and conditions in related fisheries.

Therefore, to provide a way to compare the consolidation of blocks that will take place under the
Full/Partial Block alternatives, the authors have estimated the maximum possible consolidation under
the alternatives. Maximum possible consolidation can be estimated because it can be calculated on
the basis of provisions incorporated into the alternatives. It is useful information since it provides
a measure of the strength of the “"guarantee" that the fleet will not fall below a certain size.
Maximum possible consolidation has been estimated using a model with a simple set of assumptions.
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3.1.1 Consolidation Within a Management Area

Under the Full/Partial Block alternatives there will be two classes of QS holders, those holding full
blocks and one partlal block, and those holding no full blocks, but one, two, or three partial blocks.
The possible minimum numbers for each class of share holders have been calculated separately in this
analysis. Twelve sub-sections in this chapter each deal with one of the alternatives. Each sub-section
has two tables, one with the partial block estimates and one with the full block estimates.

Each full block contains enough QS to provide 20,000 pounds of IFQ in the first year of the program.
In subsequent years the number of QS in the block will remain constant, but the IFQ associated with
those QS will change as fishery TACs change. Note also that the number of pounds of IFQ
associated with each QS changes from one management area to another so that the number of QS
needed to make a 20,000 pound full block will also change from area to area. In this analysis, the
first year of the program the 1991 TACs have been used in the calculations. The number of QS in
a full block would vary if different TACs were used.

The possible minimum number of persons who may be left holding full blocks is determined by
calculating the maximum number of full blocks any one person may hold gwen the plan’s QS
aggregation limit for the area, 14 dividing the total number of full blocks in the area by that
maximum, and rounding the result up to the nearest whole number. A remainder greater than zero
means that one person holding full blocks will not hold as many full blocks as are allowed given the
aggregation limit.

Each person holding full blocks is also allowed to hold a partial block. The model assigns the full
block holders the largest partial blocks available that would not put them over the aggregation limit.
A full block holder who does not hold as many full blocks as would be allowed by the aggregation
limit is given the largest available partial block. Other full block holders are given the largest partial
blocks available that are less than the difference between the aggregation limit and the total pounds
already held as full blocks.

The discussion in this chapter uses the concepts of full and partial block packages. A full block
package is defined to be a holding of one or more full blocks and one partial block. A partial block
package is defined to be a holding of one, two or three partial blocks, but no full blocks.

The average size of a full block package is less than the aggregation limit for two reasons. First, in
many cases, there are not enough full blocks to give each full block holder the maximum amount of
full blocks. A full block holder in an area may end up holding fewer full blocks than are technically
possible. Secondly, the partial blocks that can be given to full block holders, without putting them
over the aggregation limit, are not generally large enough to allow a full block holder to reach the
aggregation limit.

In JPHC Area 4A the halibut QS aggregation limit, worth 19,154 pounds of IFQ using 1991 TAGCs,
was smaller than the sizes of the full blocks considered in these alternatives. In this area each
fisherman’s allocation was broken up into partial blocks with maximum sizes of 19,154 pounds of IFQ.
Persons receiving partial blocks equal to 19,154 pounds were not allowed to hold more than one
partial block.

Y The plan’s aggregation limits are described below in sub-sections 3.2.1 and 3.3.1. In general there are
limits on the proportion of each area’s QS that may be held by one QS holder.
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In the tables the percent of the TAC that is held by persons with full blocks includes the amount of
TAC represented by the full blocks, plus the amount of TAC in partial blocks held by full block

holders.

The possible minimum number of partial block holders is calculated after "sweeping up” the halibut
blocks under 1,000 pounds and the sablefish blocks under 3,000 pounds and subtracting the number
of partial blocks held by full block holders. The number of partial blocks remaining is then divided
by two or by three depending on whether the alternative allows persons without full blocks to hold
two or three partial blocks. The result of this division is then rounded up to the nearest whole
number to get the estimate.

While the analysis focuses on the minimum numbers of block holders, the alternatives also contain
provisions which would allow only four or only five partial blocks to be fished off of one vessel during
a year. This puts a lower bound on the number of vessels that may be used to fish partial blocks in
ayear. Since these limits on the numbers of partial blocks that may be fished from a vessel are larger
than the limits on the number of partial blocks that any block holder may hold, the possible minimum
number of vessels which could fish partial blocks in each fishery is lower than the possible minimum
number of partial block holders.

These vessel constraints do not apply to the full blocks. However, the plan does contain provisions
which effectively restrict the number of full blocks that may be fished from a vessel. Section 676.22,
subpart h of the Final Rule contains the following provision:

(h) Vessel limitations. (1) No vessel may be used, during any fishing year, to harvest
more than one-half percent (0.005) of the combined total catch limits of halibut
for IFQ regulatory areas 2C, 3A, 3B, 4A, 4B, 4C, 4D, and 4E, except that, in
IFQ regulatory area 2C, no vessel may be used to harvest more than 1 percent
(0.01) of the halibut catch limit for this area; and

(2) No vessel may be used, during any fishing year, to harvest more than 1 percent
(0.01) of the combined fixed gear TAC of sablefish for the Gulf of Alaska and Bering
Sea and Aleutian Islands IFQ regulatory areas, except that, in the IFQ regulatory area
east of 140° west longitude, no vessel may be used to harvest more than 1 percent (0.01)
of the fixed gear TAC of sablefish for this area.

These regulations are in addition to the regulations governing the aggregation of QS by individual
QS holders.

Given these restrictions, if the fishery reached its maximum possible consolidation the typical full
block package would be large enough so that no other full or partial block packages could be fished
from the same vessel in that area. Thus, the possible minimum number of vessels that could fish full
blocks could be estimated as the possible minimum number of full block holders.

For these reasons, when a block holder may own two partial blocks and four may be fished off of a
vessel during a year, the possible minimum number of vessels fished can be estimated to be fifty

Spederal Register 58(215) 59409. 50CFR Part 676.22, subpart h.
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percent of the possible minimum number of partial block holders plus the possible minimum number
of full block holders. When a block holder may own three partial blocks and five may be fished off
of a vessel, the possible minimum number of vessels fished can be estimated to be about sixty percent
of the possible minimum number of partial block holders plus the possible minimum number of full

block holders.

In some cases it has been necessary to combine vessel categories in the tables to preserve the
confidentiality of the results. The management areas for twenty-five of the sablefish observations
were unknown. These observations were not used in the sablefish analysis and are not reported in
the sablefish tables.

3.1.2 GOA and BSAI Aggregate Consolidation under Full/Partial Blocks

The maximum consolidation, throughout the waters off of Alaska, of sablefish and halibut block
packages cannot be determined by adding the minimum block holdings across areas. That is because
persons can hold blocks in more than one area. A person may hold up to two or three partial blocks
or they may hold any number of full blocks and one partial block in each area. Beyond these
restrictions, only the aggregation limits set out in the current plan limit the number of blocks a person
can hold.

Area-by-area estimates of maximum possible block consolidation are presented in the tables in the
following sub-sections. From these tables it is possible to derive estimates of maximum consolidation,
throughout the waters off of Alaska, of full and partial blocks. The minimum number of block
holders across all areas cannot be less than the largest remaining number of block holders in any area.
Therefore, in this report, the minimum number of persons who may be operating throughout the
state is estimated by looking for the area with the largest number of block holders, when
consolidation has gone as far as possible.

3.2 Halibut

3.2.1 Alt 1: Status Quo

The status quo is the current IFQ program. The expected consequences of this program are
described in the Supplemental Analysis of March 27, 1992. The Full/Partial Block proposal is a
modification of that program.

The maximum consolidation possible under the current IFQ glan is determined by a set of
aggregation limits in Section 676.22, subpart f of the Final Rule.1® These are:

676.22(f) : Halibut QS use. Unless the amount in excess of the following limits was received in
the initial allocation of halibut QS, no person, individually or collectively, may use more than:

(1) One percent (0.01) of the total amount of halibut QS for IFQ regulatory area 2C;

(2) One-half percent (0.005) of the total amount of halibut QS for IFQ regulatory areas
2C, 34, and 3B, combined; and

165ee 50 CFR Section 676.22, subpart f in the Federal Register. 58(215) 59408.
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(3) One-half percent (0.005) of the total amount of halibut QS for IFQ regulatory areas
4A, 4B, 4C, 4D, and 4E, combined.

These aggregation limits imply the area-by-area limits on maximum IFQ holdings summarized in Table
3.2.1-1. Given these aggregation limits there can be no fewer than 200 halibut QS holders in the
waters off Alaska. Of these, there can be no fewer than 100 in Area 2C, no fewer than 200 in 2C,
3A, and 3B, taken together, and no fewer than 200 in areas 4A, 4B, 4C, 4D, and 4E, taken together.

Estimates of the minimum numbers possible in each of the IPHC areas are shown in Table 3.2.1-2.
These estimates are made by dividing the area TAC by the area aggregation limit and rounding the
result up to the nearest whole number. The possible minimum numbers in each area sum to more
than the possible number throughout the GOA and BSAI because persons in one area may hold QS
in other areas.

The Supplemental Analysis used models to help predict net economic benefits from the halibut IFQ
program. Among other things, the models estimated the statewide number of vessels which would
remain in the IFQ fishery under different assumptions. The models did not incorporate the current
plan’s aggregation limits and used only vessels that had landings of at least S00 pounds in areas 2C,
3A, 3B, or 4A. Without an IFQ program there were about 3,796 vessels in this category in 1990.

Assuming that there would be consolidations of QS within a vessel category but not across vessel
categories, and that each remaining vessel would be involved in the fishery for 200 days a year, the
halibut harvesting cost model predicted that the number of vessels would decline from about 3,796
vessels to between 147 and 192 vessels. Using the same assumptions, but allowing consolidation
across vessel classes produced an estimate of 72 to 94 vessels. These estimates are below the
maximum ownership\consolidation caps set by the Council and mentioned above.

The halibut harvesting cost model predicted higher remaining fleet levels if each remaining vessel
would be involved in the halibut fishery only 50 days a year. Here the estimates ranged from 588 to
768 vesslgls. Under these assumptions the consolidation caps in the existing plan would not be
binding.

U These aggregation limits are discussed in the Supplemental Analysis at pages 2-9 to 2-10.
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Table 3.2.1-1. Binding Area IFQ Limits for Halibut

1991 TACs
Number of Limit on Implied Limit on
Number of Quota Individual IFQs per Share Holdings Individual Quota
Area Shares (shares) Quotas (lbs) share (lbs) (shares) Holdings (lbs)
2c 57,575,315 7,400,000 .128527 575,753 74,000
3a 175,411,162 26,600,000 .151644 1,415,833 214,702
38 50,180,143 8,800,000 175368 1,415,833 248,292
4a 13,107,298 1,700,000 -129699 147,682 19,154
4B 8,262,195 1,700,000 .205756 147,682 30,387
4C 3,743,128 600,000 .160294 147,682 23,673
4D 4,258,456 600,000 . 140896 147,682 20,808
4E 165,417 100,000 .604533 147,682 89,279

Table 3.2.1-2. Possible Minimum Number of Halibut Status Quo QS Holders
Estimated Minimums by IPHC Area

Potential Minimum Number

Area Area TAC Area Holdings Limit of Holders
2C 7,400,000 74,000 100
3A 26,600,000 214,702 124
38 8,800,000 248,292 36
4A 1,700,000 19,154 89
4B 1,700,000 30,387 56
4C 600,000 23,673 26
4D 600,000 20,808 29
4E 100,000 89,279 2
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322 Alt 2: One Catcher Size Class, Two Partials

Alternative 2 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative there are no separate catcher vessel size classes and each person who does not hold a full
block may hold as many as two partial blocks. The partial block results are summarized in Table
3.2.2-1 and the full block results are summarized in Table 3.2.2-2.

Following the discussion in Sub-section 3.1.1, the maximum level of consolidation statewide is
estimated by taking the highest number of QS holders in any area. In Alternative 2, Area 3A would
have the highest number of persons holding QS if maximum possible aggregation occurred. There
would be 1,113 persons holding partial block packages in the catcher and freezer vessel fleet
categories, and there would be 70 persons holding full block packages. Thus the possible minimum
number of persons that would be left in the fleet if consolidation reached its limit would be 1,183.

As many as four partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking fifty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 627.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were: vessels less than
or equal to 35 feet, vessels from 36 to 60 feet, and vessels over 60 feet. This is not true under
Alternative 2. Under this alternative, QS issued to the owners of catcher vessels in one size class can
be transferred to the owners of catcher vessels in another size class. While Alternative 2 will
guarantee the preservation of block packages of moderate size, through the limit on the number of
partial blocks that may be held, it cannot guarantee that these packages will continue to be held by
the owners of small vessels.
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Table 3.2.2-1.

Alternative 2:

Halibut.

Alternative 2: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

20,000 lb. Full Block Size.

2 Partial Block accumulation limit.
Catcher and Freezer vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Package Packages
2c Catcher/
Freezer 2,371 828 7,999 89.5
3A Catcher 3,223 1,110 10,633 44.4
Freezer 7 3 4,224 0.0
3B Catcher 879 370 11,424 48.0
Freezer 7 3 19,902 0.7
4A Catcher 358 162 10,321 98.4
Freezer 4 2 14,011 1.6
4B Catcher/
Freezer 155 54 12,451 39.6
4C Catcher/
Freezer 82 32 11,635 62.1
4D Catcher/
Freezer 66 29 13,012 62.9
4E Catcher 155 25 4,000 100.0
Mgmnt Area identifies the IPHC halibut management area.

vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up"
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column &
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in
partial block packages held by operators in the relevant vessel
class. This percentage does not necessarily include all the quota
in partial blocks because some full block holders may hold partial
blocks.
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Table 3.2.2-2. Alternative 2: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 2:

Halibut. 20,000 lb. Full Block Size.
Catcher and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Package Packages
2C Catcher/
Freezer 31 74,000 1 70,629 10.5
3A Catcher 685 214,702 69 212,602 55.1
Freezer 5 214,702 1 114,851 0.4
38 Catcher 212 248,292 18 244,114 49.9
Freezer 5 248,292 1 119,375 1.4
4A Catcher v} 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
4B Catcher/
Freezer 37 30,387 37 27,774 60.5
4C Catcher/
Freezer 10 23,673 10 22,767 37.9
4D Catcher/
Freezer 1 20,808 1" 20,242 37.1
4E Catcher 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximun amount of the TAC that any person in the
a{ea could hold given the aggregation Llimits in the original
plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by cperators in the relevant vessel class. Some
of this represents partial block QS held by full block holders.
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3.2.3 Alt 3;: One Catcher Size Class, Three Partials

Alternative 3 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative there are no separate catcher vessel size classes, and each person who does not hold a full
block may hold as many as three partial blocks. Of the alternatives reported here, this is the closest
to the Full/Partial proposal as originally proposed. The main differences between this alternative and
the original proposal are the change in the size of the full blocks from 10,000 to 20,000 pounds of
IFQ and the introduction of the sweep up provision for blocks under 1,000 pounds.

The method used to calculate the minimum possible numbers of block holders under this alternative
is the same as that described under Alternative 2. The only difference is that a person is allowed to
hold three rather than two partial blocks if they don’t hold any full blocks. Allowing a person without
full blocks to hold three rather than two partial blocks increases the average size of the partial block
packages and reduces the number of separate partial block holders. It does not affect the full block
holders and it does not affect the total amounts of QS held by full and partial block holders.

An increase in the number of partial blocks a person can hold from two to three tends to reduce the
possible minimum number of partial block holders by about a third, and to increase the average size
of the partial block holdings by 50% once the minimum number of block holders has been reached.

As noted earlier, the maximum level of consolidation throughout Alaska is estimated by taking the
highest number of QS holders in any area. In Alternative 3, Area 3A would have the highest number
of persons holding QS if the maximum possible aggregation occurred. There would be 742 persons
holding partial block packages in the catcher and freezer vessel fleet categories, and there would be
70 persons holding full block packages. Thus the possible minimum number of persons that would
be left in the fleet if consolidation reached its limit would be 812.

As many as five partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking sixty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 516.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were, vessels less than
or equal to 35 feet, vessels from 36 to 60 feet, and vessels over 60 feet. This is not true under
Alternative 3. Under this alternative, QS issued to the owners of vessels in one size class can be
transferred to the owners of vessels in another size class. While Alternative 3 will guarantee the
preservation of block packages of moderate size, through the limit on the number of partial blocks
that may be held, it cannot guarantee that these packages will continue to be held within the same
vessel size category.
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Table 3.2.3-1.

Alternative 3:

Halibut.

Alternative 3: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

20,000 Lb. Full Block Size.

3 Partial Block accumulation limit.
Catcher and Freezer vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block pPartial Block
Area Category Blocks Packages Package Packages
2C Catcher/
Freezer 2,371 552 11,998 89.5
3A Catcher 3,223 740 15,950 44.4
Freezer 7 2 6,336 0.0
3B Catcher 879 247 17,113 48.0
Freezer 7 2 29,852 0.7
4A Catcher 358 113 14,796 98.4
Freezer 4 2 14,011 1.6
4B Catcher/
Freezer 155 36 18,677 39.6
4C Catcher/
Freezer 82 22 16,924 62.1
4D Catcher/
Freezer 66 19 19,860 62.9
4E Catcher 155 17 5,882 100.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the "sweeping up®
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
Usweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in
partial block packages held by operators in the relevant vessel
class. This percentage does not necessarily include all the quota
iT p:rtial blecks because some full block holders may hold partial
blocks.
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Table 3.2.3-2. Alternative 3: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 3:

Halibut. 20,000 lb. Full Block Size.
Catcher and Freezer Vessels.

Initial Max imum Minimum Average Percent
Number of Fult Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Package Packages
2c Catcher/
Freezer 31 74,000 11 70,629 10.5
3A Catcher 685 214,702 69 212,602 55.1
Freezer 5 214,702 1 114,851 0.4
38 Catcher 212 248,292 18 264,114 49.9
Freezer 5 248,292 1 119,375 1.4
4A Catcher 0 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
4B Catcher/
Freezer 37 30,387 37 27,774 60.5
4C Catcher/
Freezer 10 23,673 10 22,767 37.9
4D Catcher/
Freezer 1 20,808 1" 20,242 37.1
4E Catcher 0 89,279 1] 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by operators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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3.2.4 Alt 4: Two Catcher Size Classes, Two Partials

Alternative 4 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative catcher vessels are divided into two classes: those that are less than or equal to 60 feet
and those greater than 60 feet. In addition, any person who does not hold a full block may hold as
many as two partial blocks.

The introduction of the two vessel classes does not change the total numbers of partial or full blocks
to any great extent. There are some very small changes due to the fact that people are no longer
able to form a few combinations that were once possible when all the catcher blocks within an area
were eligible for combination with each other. However, the number of total block packages never
changes by more than two or three.

As noted earlier, the maximum level of consolidation statewide is estimated by taking the highest
number of QS holders in any area. In Alternative 4 Area 3A would have the highest number of
persons holding QS if the maximum possible aggregation occurred. There would be 1,114 persons
holding partial block packages in the catcher and freezer vessel fleet categories, and there would be
70 persons holding full block packages. Thus the possible minimum number of persons that would
be left in the fleet if consolidation reached its limit would be 1,184.

As many as four partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking fifty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 627.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were, vessels less than
or equal to 35 feet, vessels from 36 to 60 feet, and vessels over 60 feet. This is not true for
Alternatives 2 or 3 where there are no catcher vessel classes.

In contrast, under Alternative 4, QS issued to the owners of catcher vessels less than 60 feet must
always be fished from catcher vessels less than 60 feet. This provides part of the protection of the
vessel classes under the status quo, although it fails to guarantee that QS issued to vessels less than
or equal to 35 feet will not be transferred to vessels from 36 to 60 feet, as the status quo does. As
under the status quo, QS issued to catcher vessels over 60 feet must continue to be fished by vessels
in this size class.

Block Proposals 147 May 25, 1994



Table 3.2.4-1. Alternative 4: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Alternative 4:
Halibut. 20,000 tb. Full Block Size.
2 Partial Block accunulation Limit.
Catcher Vessels <= and > 60 ft. and Freezer vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2c Catcher <= 60 2,323 809 7,977 87.2
Catcher > 60 40 17 8,552 2.0
Unknown/
Freezer 8 3 8,085 0.4
3A Catcher <= 60 2,962 1,002 10,166 38.3
Catcher > 60 253 107 15,268 6.1
Unknokn 8 2 2,692 0.0
Freezer 7 3 4,224 0.0
38 Catcher <= 60 706 293 10,073 33.5
Catcher > 60 173 7 16,346 14.3
Freezer 7 3 19,902 0.7
4A Catcher <= 60 253 105 8,004 49.4
Catcher > 60 105 57 14,588 48.9
Freezer 4 2 14,011 1.6
4B Catcher <= 60 83 33 8,689 16.9
Catcher > 60/
Freezer 72 21 19,015 23.5
4C Catcher <= 60 61 25 11,137 46.4
Catcher > 60/
Freezer 21 8 11,898 15.9
40 Catcher <= 60/
Catcher > 60/
Freezer 66 29 13,021 63.0
4E Catcher <= 60 152 25 3,724 93.1
Catcher > 60/
Unknown 3 2 3,448 6.9
Mgmnt Area identifies the IPHC halibut management area.
Vessel Category identifies the vessel class.
Initial Number of Partial Blocks shows the number of partial blocks originally issued for the area and

vessel class. This number is the number prior to the “sweeping up"
of partial blocks under 1,000 pounds.

Minimum Number of Partial Block Packages shows the minimum possible number of partial block packages after
tsweeping up” and other possible consolidation.

Average Size of Partial Block Packages  shows the average size of the partial block packages in  colum 4
measured in pounds of IFQ in 1991.

Pct. Area TAC in Partial Block Packages shows the percentage of the TAC in the IPHC management area n
partial block packages held by operators in the relevant vessel
class. This percentage does not necessarily include all the

quota in partial blocks because some full block holders may hold
partial blocks.

Block Proposals 148 May 25, 1994



Table 3.2.4-2.
Numbe

Alternative 4:

Halibut. 20,000 lb. Full

Alternative 4: Halibut Full Block Analysis
rs and size of Full Block packages by area and vessel type.

Block Size.

Catcher Vessels <= and > 60 ft. and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2c Catcher <= 60 26 74,000 9 72,150 8.8
Catcher > 60 5 74,000 2 63,782 1.7
Unknown/ )
Freezer 0 74,000 0 0 0.0
3A Catcher <= 60 3%0 214,702 39 214,206 31.4
Catcher > 60 295 214,702 30 209,757 23.7
Unknown 0 214,702 0 0 0.0
Freezer 5 214,702 1 114,851 0.4
38 Catcher <= 60 77 248,292 7 229,810 18.3
Catcher > 60 135 248,292 12 233,517 31.8
Freezer 5 248,292 1 119,375 1.4
4A Catcher <= 60 0 19,154 0 0 0.0
Catcher > 60 0 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
48 Catcher <= 60 8 30,387 8 28,643 13.5
Catcher > 60/
Freezer 29 30,387 29 27,062 46.2
4C Catcher <= 60 5 23,673 5 23,009 19.2
Catcher > 60/
Freezer 5 23,673 5 22,272 18.6
4D Catcher <= 60/
Catcher > 60/
Freezer 1" 20,808 1" 20,217 37.0
4E Catcher <= 60 0 89,279 0 0 0.0
Catcher > 60/
Unknown 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full
block packages held by operators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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3.2.5 Alt 5: Two Catcher Size Classes, Three Partials

Alternative 5 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative catcher vessels are divided into two classes: those that are less than or equal to 60 feet
and those greater than 60 feet. In addition, any person who does not hold a full block may hold as
many as three partial blocks.

The introduction of the two vessel classes does not change the total numbers of partial or full blocks
to any great extent.

Allowing a person without full blocks to hold three rather than two partial blocks increases the
average size of the partial block packages and reduces the number of separate partial block holders.
It does not affect the full block holders and it does not affect the total amounts of QS held by full
and partial block holders. An increase in the number of partial blocks a person can hold from two
to three tends to reduce the possible minimum number of partial block holders by about a third, and
to increase the average size of the partial block holdings by 50% once the minimum number of block
holders has been reached.

As noted earlier, the maximum level of consolidation statewide is estimated by taking the highest
number of QS holders in any area. In Alternative 5, Area 3A would have the highest number of
persons holding QS if the maximum possible aggregation occurred. There would be 743 persons
holding partial block packages in the catcher and freezer vessel fleet categories, and there would be
70 persons holding full block packages. Thus the possible minimum number of persons that would
be left in the fleet if consolidation reached its limit is 813.

As many as five partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking sixty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 516.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were, vessels less than
or equal to 35 feet, vessels from 36 to 60 feet, and vessels over 60 feet. In contrast, Alternative 5
has two vessel classes: less than or equal to 60 feet, and greater than 60 feet. This provides part of
the protection of the vessel classes under the status quo, although it fails to guarantee that QS issued
to vessels less than or equal to 35 feet will not be transferred to vessels from 36 to 60 feet, as the
status quo does. As under the status quo, QS issued to catcher vessels over 60 feet must continue
to be fished by vessels in this size class.
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Table 3.2.5-1.

Alternative 5:

Halibut.

Alternative 5: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

20,000 Lb. Full Block Size.

3 Partial Block accumulation limit.
Catcher Vessels <= and > 60 ft. and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2c Catcher <= 60 2,323 539 11,973 87.2
Catcher > 60 40 1 13,217 2.0
Unknown/
Freezer 8 3 8,085 0.4
3A Catcher <= 60 2,962 668 15,249 38.3
Catcher > 60 253 7 23,010 6.1
Unknown 8 2 2,692 0.0
Freezer 7 2 6,336 0.0
3B Catcher <= 60 706 195 15,136 33.5
Catcher > 60 173 51 24,679 14.3
Freezer 7 2 29,852 0.7
4A Catcher <= 60 253 72 11,673 49.4
Catcher > 60 105 42 19,798 48.9
Freezer 4 2 14,011 1.6
4B Catcher <= 60 83 22 13,034 16.9
Catcher > 60/
Freezer 72 15 26,620 23.5
4C Catcher <= 60 61 17 16,377 46.4
Catcher > 60/
Freezer 21 6 15,864 15.9
4D Catcher <= 60/
Catcher > 60/
Freezer 66 20 18,880 63.0
4E Catcher <= 60 152 17 5,477 93.1
Catcher > 60/
Unknown 3 2 3,448 6.9
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up” and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in

partial block packages held by operators in the relevant vessel

class. This percentage does not necessarily include all the quota

L? p:rtial blocks because some full block holders may hold partial
ocks.
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Table 3.2.5-2.

Alternative 5:

Alternative 5: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Halibut. 20,000 lb. Full Block Size.
Catcher Vessels <= and > 60 ft. and Freezer Vessels.
Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2c Catcher <= 60 26 74,000 9 72,150 8.8
Catcher > 60 5 74,000 2 63,782 1.7
Unknown/
Freezer 0 74,000 0 0 0.0
3A Catcher <= 60 390 214,702 39 214,206 31.4
Catcher > 60 295 214,702 30 209,757 23.7
Unknown 0 214,702 0 0 0.0
Freezer 5 214,702 1 114,851 0.4
38 Catcher <= 60 7 248,292 7 229,810 18.3
Catcher > 60 135 248,292 12 233,517 31.8
Freezer 5 248,292 1 119,375 1.4
4A Catcher <= 60 0 19,154 0 0 0.0
Catcher > 60 (] 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
4B Catcher <= 60 8 30,387 8 28,643 13.5
Catcher > 60/
Freezer 29 30,387 29 27,062 46.2
4C Catcher <= 60 5 23,673 5 23,009 19.2
Catcher > 60/
Freezer 5 23,673 5 22,272 18.6
4D Catcher <= 60
Catcher > 60/
Freezer 1 20,808 1 20,217 37.0
4E Catcher <= 60 0 89,279 0 0 0.0
Catcher > 60/
Unknown 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation Limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full
block packages held by operators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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32.6 Alt 6: Three Catcher Size Classes, Two Partials

Alternative 6 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative catcher vessels are divided into three classes: those that are less than or equal to 35 feet,
those from 36 to 60 feet, and those greater than 60 feet. In addition, any person who does not hold
a full block may hold as many as two partial blocks.

The introduction of the three vessel classes does not change the total numbers of partial or full
blocks to any great extent. There are some very small changes due to the fact that people are no
longer to able to form a few combinations that were once possible when all the blocks could be
combined. However, the number of total block packages never changes by more than two or three.

As noted earlier, the maximum level of consolidation statewide is estimated by taking the highest
number of QS holders in any area. In Alternative 6, Area 3A would have the highest number of
persons holding QS if the maximum possible aggregation occurred. There would be 1,115 persons
holding partial block packages in the catcher and freezer vessel fleet categories, and there would be
71 persons holding full block packages. Thus the possible minimum number of persons that would
be left in the fleet if consolidation reached its limit would be 1,186.

As many as four partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking fifty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 629.

Alternative 6 has the same vessel classes as Alternatives 1 and 7. Each of these alternatives

guarantees that QS issued to vessels less than or equal to 35 feet, from 36 to 60 feet, and above 60
feet will continue to be fished by vessels in the same size class.
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Table 3.2.6-1.

Alternative 6.

Halibut.

Alternative 6: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

20,000 Lb. Full Bleck Size.

2 Partial Block accumulation Llimit.
Three Catcher Vessel Size Classes and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2c Catcher <= 35 1,315 372 4,844 24.3
Catcher 36 to 60 1,008 437 10,647 62.9
Catcher > 60 40 17 8,552 2.0
Unknown/
Freezer 8 3 8,085 0.4
3A Catcher <= 35 1,559 406 6,067 9.3
Catcher 36 to 60 1,403 597 12,897 28.9
Catcher > 60 253 107 15,268 6.1
Unknown 8 2 2,692 0.0
Freezer 7 3 4,224 0.0
38 Catcher <= 35 197 69 5,880 4.6
Catcher 36 to 60 509 224 11,365 28.9
Catcher > 60 173 77 16,346 14.3
Freezer 7 3 19,902 0.7
4A Catcher <= 35 104 36 4,035 8.5
Catcher 36 to 60 149 70 9,932 40.9
Catcher > 60 105 57 14,588 48.9
Freezer 4 2 14,011 1.6
4B Catcher <= 35 30 12 4,359 3.1
Catcher 36 to 60 53 22 10,656 13.8
Catcher > 60/
Freezer 72 21 19,015 23.5
4C Catcher <= 35 34 13 10,641 23.1
Catcher 36 to 60 27 12 1,714 23.4
Catcher > 60/
Freezer 21 8 11,898 15.9
4D Catcher 36 to 60/
Catcher > 60/
Freezer 66 29 13,021 63.0
4E Catcher <= 35 143 21 3,049 64.0
Catcher 36 to 60 9 4 7,270 29.1
Catcher > 60/
Unknown 3 2 3,448 6.9
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

of partial blocks under 1,000 pounds.
“sweeping up” and other possible consolidation.

measured in pounds of IFQ in 1991.

blocks.

154

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up"

shows the minimum possible number of partial block packages after
shows the average size of the partial block packages in column 4

shows the percentage of the TAC in the IPHC menagement area in
partial block packages held by operators in the relevant vessel
class. This percentage does not necessarily include all the quota
in partial blocks because some full block holders may hold partial



Table 3.2.6-2. Alternative 6: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 6.

Halibut. 20,000 Lb. Full Block Size.
Three Catcher Vessel Size Classes and Freezer Vessels.

Initial Max imum Minimum Average Percent
Number of Full Bleck Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2C Catcher <= 35 0 74,000 0 0 0.0
Catcher 36 to 60 26 74,000 9 72,026 8.8
Catcher > 60 5 74,000 2 63,782 1.7
Unknown/
Freezer 0 74,000 0 0 0.0
3A Catcher <= 35 7 214,702 1 159,319 0.6
Catcher 36 to 60 383 214,702 39 210,727 30.9
Catcher > 60 295 214,702 30 209,757 23.7
Unknown 0 214,702 0 0 0.0
Freezer 5 214,702 1 114,851 0.4
3B Catcher <= 35 0 248,292 0 0 0.0
Catcher 36 to 60 7 248,292 7 229,810 18.3
Catcher > 60 135 248,292 12 233,517 31.8
Freezer 5 248,292 1 119,375 1.4
4A Catcher <= 35 0 19,154 0 0 0.0
Catcher 36 to 60 0 19,154 0 0 0.0
Catcher > 60 0 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
48 Catcher <= 35 0 30,387 0 0 0.0
Catcher 36 to 60 8 30,387 8 28,643 13.5
Catcher > 60/
Freezer 29 30,387 29 27,062 46.2
4C Catcher <= 35 2 23,673 2 22,644 7.5
Catcher 36 to 60 3 23,673 3 23,087 11.5
Catcher > 60/
Freezer 5 23,673 5 22,272 18.6
4D Catcher 36 to 60/
Catcher > 60/
Freezer " 20,808 1 20,217 37.0
4E Catcher <= 35 0 89,279 0 0 0.0
Catcher 36 to 60 0 89,279 0 0 0.0
Catcher > 60/
Unknown 0 89,279 0 0 0.0

Mgmnt Area
Vessel Category
Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the IPHC halibut management area.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by cperators in the relevant vessel class. Some
of this represents partial block QS held by full block holders.
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327 Alt 7: Three Catcher Size Classes, Three Partials

Alternative 7 incorporates the Full/Partial Block proposal into the halibut management plan. In this
alternative catcher vessels are divided into three classes: those that are less than or equal to 35 feet,
those from 36 to 60 feet, and those greater than 60 feet. In addition, any person who does not hold
a full block may hold as many as three partial blocks.

The introduction of the three vessel classes does not change the total numbers of partial or full
blocks to any great extent. There are some very small changes due to the fact that people are no
longer to able to form a few combinations that were once possible when all the blocks could be
combined. However, the number of total block packages never changes by more than two or three.

Allowing a person without full blocks to hold three rather than two partial blocks increases the
average size of the partial block packages and reduces the number of separate partial block holders.
It does not affect the full block holders and it does not affect the total amounts of QS held by full
and partial block holders.

As noted earlier, the maximum level of consolidation statewide is estimated by taking the highest
number of QS holders in any area. In Alternative 7 Area 3A would have the highest number of
persons holding QS if the maximum possible aggregation occurred. There would be 744 persons
holding partial block packages in the catcher and freezer vessel fleet categories, and there would be
71 persons holding full block packages. Thus the possible minimum number of persons that would
be left in the fleet if consolidation reached its limit would be 815.

As many as five partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking sixty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 518.

Alternative 7 has the same vessel classes as Alternatives 1 and 6. Each of these alternatives

guarantees that QS issued to vessels less than or equal to 35 feet, from 36 to 60 feet, and above 60
feet will continue to be fished by vessels in the same size class.
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Table 3.2.7-1. Alternative 7: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Alternative 7:

Halibut. 20,000 lb. Full Block Size.
3 pPartial Block accumulation limit.
Three Catcher Vessel Size Classes and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2C Catcher <= 35 1,315 248 7,266 24.3
Catcher 36 to 60 1,008 291 15,989 62.9
Catcher > 60 40 1" 13,217 2.0
Unknown/
Freezer 8 3 8,085 0.4
3A Catcher <= 35 1,559 271 9,090 9.3
Catcher 36 to 60 1,403 398 19,346 28.9
Catcher > 60 253 7 23,010 6.1
Unknown 8 2 2,692 0.0
Freezer 7 2 6,336 0.0
38 Catcher <= 35 197 46 8,819 4.6
Catcher 36 to 60 509 150 16,972 28.9
Catcher > 60 173 51 24,679 14.3
Freezer 7 2 29,852 0.7
4A Catcher <= 35 104 24 6,052 8.5
Catcher 36 to 60 149 48 14,484 40.9
Catcher > 60 105 42 19,798 48.9
Freezer 4 2 14,011 1.6
48 Catcher <= 35 30 8 6,539 3.1
Catcher 36 to 60 53 15 15,629 13.8
Catcher > 60/
Freezer 72 15 26,620 23.5
4C Catcher <= 35 34 9 15,371 23.1
Catcher 36 to 60 27 8 17,571 23.4
Catcher > 60/
Freezer 21 6 15,864 15.9
4D Catcher 36 to 60/
Catcher > 60/
Freezer 66 20 18,880 63.0
4E Catcher <= 35 143 14 4,573 64.0
Catcher 36 to 60 9 3 9,694 29.1
Catcher > 60/
Unknoun 3 2 3,448 6.9

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks
Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the IPHC halibut management area.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up® and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in

partial block packages held by operators in the relevant vessel

class. This percentage does not necessarily include all the quota

LT p:rtial blocks because some full block holders may hold partial
ocks.
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Table 3.2.7-2.

Alternative 7: Halibut Full Block Analysis

Numbers and size of Full Block packages by area and vessel type.

Alternative 7:
Halibut.

20,000 Lb. Full Block Size.

Three Catcher Vessel Size Classes and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2c Catcher <= 35 0 74,000 0 0 0.0
Catcher 36 to 60 26 74,000 9 72,026 8.8
Catcher > 60 5 74,000 2 63,782 1.7
Unknown/
Freezer 0 74,000 0 0 0.0
3A Catcher <= 35 7 214,702 1 159,319 0.6
Catcher 36 to 60 383 214,702 39 210,727 30.9
Catcher > 60 295 214,702 30 209,757 23.7
Unknoun 0 214,702 0 0 0.0
Freezer 5 214,702 1 114,851 0.4
3B Catcher <= 35 0 248,292 0 0 0.0
Catcher 36 to 60 77 248,292 7 229,810 18.3
Catcher > 60 135 248,292 12 233,517 31.8
Freezer 5 248,292 1 119,375 1.4
4A Catcher <= 35 0 19,154 0 0 0.0
Catcher 35 to 60 0 19,154 0 0 0.0
Catcher > 60 0 19,154 0 0 0.0
Freezer 0 19,154 0 0 0.0
4B Catcher <= 35 0 30,387 0 0 0.0
Catcher 36 to 60 8 30,387 8 28,643 13.5
Catcher > 60/
Freezer 29 30,387 29 27,062 46.2
4C Catcher <= 35 2 23,673 2 22,644 7.5
Catcher 36 to 60 3 23,673 3 23,087 11.5
Catcher > 60/
Freezer 5 23,673 5 22,272 18.6
4D Catcher 36 to 60/
Catcher > 60/
Freezer 11 20,808 1 20,217 37.0
4E Catcher <= 35 0 89,279 0 0 0.0
Catcher 36 to 60 0 89,279 0 0 0.0
Catcher > 60/
Unknown 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category
Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by operators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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33  Sablefish

3.3.1 Alt 1: Status Quo

The status quo is the current IFQ program. The expected consequences of this are described in the
Supplemental Analysis of March 27, 1992. The Full/Partial Block proposal is a modification of that
program.

The maximum consolidation possible under the current IFQ program is determined by a set of
aggregation limits in Section 676.22 of the Final Rule.1® These are:

676.22(e) : Sablefish OS use. No person, individually or collectively, may use an amount of
sablefish QS greater than 1 percent (0.01) of the combined total sablefish QS for the Gulf of
Alaska and Bering Sea and Aleutian Islands IFQ regulatory areas, unless the amount in excess
of 1 percent (0.01) was received in the initial allocation of QS. In the IFQ regulatory area east
of 140° west longitude, no person, individually or collectively, may use more than 1 percent
(0.01) of the total amount of QS for this area, unless the amount in excess of 1 percent (0.01)
was received in the initial allocation of QOS.

These aggregation limits imply the area-by-area limits on maximum IFQ holdings summarized in Table
3.3.1-1.

Given these aggregation limits there can be no fewer than 100 sablefish QS holders in the waters off
of Alaska. All of these QS holders would have to hold QS in the regulatory area east of 140° west
longitude.

Estimates of the minimum numbers possible in each management area are shown in Table 3.3.1-2.
These estimates are made by dividing the area TAC by the area aggregation limit and rounding the
result up to the nearest whole number. The possible minimum numbers in each area sum to more
than the possible number throughout the GOA and BSAI because persons in one area may hold QS
in other areas.

The Supplemental Analysis reported that a sablefish model also estimated that “in the extreme,” if
all the vessels were active full time, an IFQ plan that did not include aggregation limits or vessel class
restrictions would have reduced the number of sablefish vessels active in 1989 from 580 to 47.1°
This number is smaller than the number that could actually be reached given the aggregation limits
incorporated into the sablefish plan.

Bpederal Register. 58(215). Nov. 9, 1993. 50CFR Part 676.22, subpart e, page 59408.

l9Su1;g;glgmgn;al Analysis, page 2-10.
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Table 3.3.1-1. Binding Area IFQ Limits for Sablefish

1991 TACs
Number of Limit on Implied Limit on
Number of Quota Individual 1FQs per Share Holdings Individual Quota
Area Shares (shares) Quotas (lbs) share (lbs) (shares) Holdings (lbs)
Aleutians 27,996,580 5,291,062 . 1889 2,892,535 534,753
Bering Sea 14,741,721 3,417,152 .2318 2,829,535 655,890
Central Gulf 100,932,906 18,650,806 .1847 2,892,535 522,853
Western Gulf 31,299,366 5,158,654 .1648 2,895,535 466,354
West Yakutat 48,038,512 8,481,207 .1765 2,895,535 499,555
Southeast Outside 59,944,419 10,368,432 .1729 599,444 103,684

Table 3.3.1-2. Possible Minimum Number of Sablefish Status Quo QS Holders
Estimated Minimums by Management Area

Potential Minimum Number

Area Area TAC Area Holdings Limit of Holders
Aleutians 5,291,062 534,753 10
Bering Sea 3,417,152 655,890 6
Central Gulf 18,650,806 522,853 36
Western Gulf 5,158,654 466,354 12
West Yakutat 8,481,207 499,555 17
Southeast Outside 10,368,432 103,684 100
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3.3.2 Alt 2: One Catcher Size Class; Two Partials

Alternative 2 incorporates the Full/Partial Block proposal into the sablefish management plan. In
this alternative there are no separate catcher vessel size classes and each person who does not hold
a full block may hold as many as two partial blocks. The partial block results are summarized in
Table 3.3.2-1 and the full block results are summarized in Table 3.3.2-2.

The possible minimum number of QS holders in the GOA and BSAI is estimated by taking the
highest number of QS holders in any area. In Alternative 2, the Southeast Outside regulatory district
would have the highest number of persons holding QS if the maximum possible aggregation occurred.
There would be 209 persons holding partial block packages in the catcher and freezer vessel fleet
categories, and there would be 64 persons holding full block packages. Thus the possible minimum
number of persons that would be left in the fleet if consolidation reached its limit would be 273.

As many as four partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking fifty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 169.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were vessels up to and
including 60 feet, and vessels over 60 feet. This is not true under Alternative 2. Under this
alternative, QS issued to the owners of vessels in one size class can be transferred to the owners of
vessels in another size class. While Alternative 2 will guarantee the preservation of block packages
of moderate size, through the limit on the number of partial blocks that may be held, it cannot
guarantee that these packages will continue to be held by within the same vessel size class.
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Table 3.3.2-1.

Alternative 2:

Sablefish.

Alternative 2: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

20,000 lb. Full Block Size.

2 Partial Block accunulation limit.
One Catcher Vessel Class and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
Aleutians Catcher 108 43 15,307 12.4
Freezer 29 12 18,126 4.1
Bering Sea Catcher 122 43 17,436 21.9
Freezer k3| 12 16,839 5.9
Central Gulf Catcher 598 186 18,038 18.0
Freezer 26 1" 20,593 1.2
Southeast Catcher 628 206 18,603 37.0
Outside Freezer 7 3 8,458 0.2
Western Gulf Catcher 156 59 18,762 21.5
Freezer 29 11 22,947 4.9
West Yakutat Catcher 393 134 16,002 25.3
Freezer 1 4 18,377 0.9

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
bleck packages held by cperators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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Table 3.3.2-2.

Alternative 2:

Sablefish.

Alternative 2: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

20,000 tb. Full Block Size.

One Catcher Vessels Size and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt vessel Full Package Full Bleck Full Block Full Block
Area Category Blocks Size Packages Packages Packages
Aleutians Catcher 88 534,753 4 455,664 34.4
Freezer 126 534,753 5 518,539 49.0
Bering Sea Catcher 65 655,890 3 450,277 39.5
Freezer 54 655,890 2 557,249 32.6
Central Gulf Catcher 652 522,853 26 504,754 70.4
Freezer 96 522,853 4 486,417 10.4
Southeast Catcher n 103,684 63 102,158 62.1
Outside Freezer 3 103,684 1 75,000 0.7
Western Gulf Catcher 109 466,354 5 444,673 43.1
Freezer w 466,354 4 393,975 30.5
West Yakutat Catcher 290 499,555 13 464,972 7.3
Freezer 10 499,555 1 218,779 2.6

Mgmnt Area

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amcunt of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the management area in full block

packages held by operators in the relevant vessel class. Some of
this represents partial block @S held by full bleck holders.
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3.3.3 Alt 3: One Catcher Size Class: Three Partials

Alternative 3 incorporates the Full/Partial Block proposal into the sablefish management plan. In
this alternative there are no separate catcher vessel size classes, and each person who does not hold
a full block may hold as many as three partial blocks. Of the alternatives reported here, this is the
closest to the Full/Partial Block proposal as originally advanced. The main differences between this
alternative and the original proposal are the shift in the size of the full blocks from 10,000 to 20,000
pounds of IFQ and the introduction of the sweeping up provision for blocks under 3,000 pounds.
The partial block results are summarized in Table 3.3.3-1 and the full block results are summarized
in Table 3.3.3-2.

Allowing a person without full blocks to hold three rather than two partial blocks increases the
average size of the partial block packages and reduces the number of separate partial block holders.
It does not affect the full block holders and it does not affect the total amounts of QS held by full
and partial block holders.

An increase from two to three in the number of partial blocks a person can hold tends to reduce the
possible minimum number of partial block holders by about a third, and to increase the average size
of the partial block holdings by 50% once the minimum number of block holders has been reached.

As noted earlier, the possible minimum number of QS holders in the GOA and BSAI is estimated
by taking the highest number of QS holders in any area. In Alternative 3, the Southeast Outside
regulatory district would have the highest number of persons holding QS if the maximum possible
aggregation occurred. There would be 139 persons holding partial block packages in the catcher and
freezer vessel fleet categories, and there would be 64 persons holding full block packages. Thus the
possible minimum number of persons that would be left in the fleet if consolidation reached its limit
would be 203.

As many as five partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking sixty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 148.

Under the status quo alternative, QS issued to the owners of catcher vessels within a length class
must always be fished by vessels within that class. The catcher length classes were vessels less than
or equal to 60 feet and vessels over 60 feet. This is not true under Alternative 3. Under this
alternative, QS issued to the owners of vessels in one size class can be transferred to the owners of
vessels in another size class. While Alternative 3 will guarantee the preservation of block packages
of moderate size, through the limit on the number of partial blocks that may be held, it cannot
guarantee that these packages will continue to be held within the same vessel class.
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Table 3.3.3-1.

Alternative 3:

Alternative 3: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Sablefish. 20,000 (b. Full Block Size.
3 Partial Block accumulation limit.
One Catcher Vessel Class and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
Aleutians Catcher 108 29 22,697 12.4
Freezer 29 8 27,189 4.1
Bering Sea Catcher 122 29 25,854 21.9
Freezer 31 8 25,258 5.9
Central Gulf Catcher 598 124 27,056 18.0
Freezer 26 8 28,315 1.2
Southeast Catcher 628 137 27,972 37.0
Outside Freezer 7 2 12,687 0.2
Western Gulf Catcher 156 40 27,674 21.5
Freezer 29 8 31,552 4.9
West Yakutat Catcher 393 89 24,093 25.3
Freezer 1 3 24,502 0.9

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up"
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
ugweeping up” and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by operators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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Table 3.3.3-2.

Alternative 2:

Sablefish.

Alternative 3: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

20,000 lb, Full Block Size.

One Catcher Vessels Size and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Fult Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
Aleutians Catcher 88 534,753 4 455,664 34.4
Freezer 126 534,753 5 518,539 49.0
Bering Sea Catcher 65 655,890 3 450,277 39.5
Freezer 54 655,890 2 557,249 32.6
Central Gulf Catcher 652 522,853 26 504,754 70.4
Freezer 96 522,853 4 486,417 10.4
Southeast Catcher n 103,684 63 102,158 62.1
Outside Freezer 3 103,684 1 75,000 0.7
Western Gulf Catcher 109 466,354 5 444,673 43.1
Freezer (44 466,354 4 393,975 30.5
West Yakutat Catcher 290 499,555 13 464,972 7.3
Freezer 10 499,555 1 218,779 2.6

Mgmnt Area

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the management area in full block

packages held by operators in the relevant vessel class. Some of
this represents partial block QS held by full block holders.
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3.3.4 Alt 4: Two Catcher Size Classes; Two Partials

Alternative 4 incorporates the Full/Partial Block proposal into the sablefish management plan. In
this alternative catcher vessels are divided into two classes: those that are less than or equal to 60 feet
and those greater than 60 feet. In addition, any person who does not hold a full block may hold as
many as two partial blocks. The partial block results for this alternative are shown in Table 3.3.4-1
and the full block results for this alternative are shown in Table 3.3.4.-2.

The introduction of the two catcher vessel classes does not change the total numbers of partial or
full blocks to any great extent. There are some very small changes due to the fact that people are
no longer able to form a few combinations that were once possible when all the blocks could be
combined across vessel size classes. However, the number of total block packages never changes by
more than two or three.

As noted earlier, the possible minimum number of QS holders in the GOA and BSAI is estimated
by taking the highest number of QS holders in any area. In Alternative 4, the Southeast Outside
regulatory district would have the highest number of persons holding QS if the maximum possible
aggregation occurred. There would be 211 persons holding partial block packages in the catcher and
freezer vessel fleet categories, and there would be 64 persons holding full block packages. Thus the
possible minimum number of persons that would be left in the fleet if consolidation reached its limit
would be 275.

As many as four partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking fifty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 170.

Under the status quo alternative, QS issued to the owners of sablefish catcher vessels less than 60
feet must always be fished from catcher vessels less than 60 feet. This is also true for QS issued to
catcher vessels greater than 60 feet. This is not true of Alternatives 2 and 3 where there are no
vessel classes. In contrast, under Alternative 4 QS issued to the owners of catcher vessels less than
60 feet must always be fished from catcher vessels less than 60 feet. This provides the same
protection of the vessel classes as is provided under the status quo.
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Table 3.3.4-1. Alternative 4: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Alternative &4:

Sablefish. 20,000 lb. Full Block Size.
2 Partial Block accumulation limit.
Two Catcher Vessel Size Classes and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages

Aleutians Catcher <= 60 53 21 14,027 5.6
Catcher > 60 55 22 16,311 6.8

Freezer 29 12 18,126 4.1

Bering Sea Catcher <= 60 7 24 16,635 1.7
Catcher > 60 51 19 18,294 10.2

Freezer 31 12 16,839 5.9

Central Gulf Catcher <= 60 433 130 16,569 11.5
Catcher > 60 159 56 20,982 6.3

Unknown 6 3 5,805 0.1

Freezer 26 11 20,593 1.2

Southeast Catcher <= 60 562 183 18,536 32.7
Cutside Catcher > 60 55 21 20,058 4.1
Unknown 1" 4 7,352 0.3

Freezer 7 3 8,458 0.2

Western Gulf Catcher <= 60 95 34 18,505 12.2
Catcher > 60 61 25 18,352 8.9

Freezer 29 11 22,947 4.9

West Yakutat Catcher <= 60 289 91 14,429 15.5
Catcher > 60 101 42 19,500 9.7

Unknown 3 2 5,379 0.1

Freezer 1 4 18,377 0.9

Mgmnt Area
Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the "sweeping up"
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column &
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by operators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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Table 3.3.4-2. Alternative 4: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 4:

Sablefish. 20,000 Lb. Full Block Size.
Two Catcher Vessel Size Classes and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages

Aleutians Catcher <= 60 25 534,753 1 519,996 9.8
Catcher > 60 63 534,753 3 435,822 24.7

Freezer 126 534,753 5 518,539 49.0

Bering Sea Catcher <= 60 19 655,890 1 398,805 1.7
Catcher > 60 46 655,890 2 477,478 27.9

Freezer 54 655,890 2 557,249 32.6

Central Gulf Catcher <= 60 346 522,853 14 498,158 37.4
Catcher > 60 306 522,853 12 513,166 33.0

Unknown 0 522,853 0 0 0.0

Freezer 96 522,853 4 486,417 10.4

Southeast Catcher <= 60 251 103,684 51 101,913 50.1
Cutside Catcher > 60 60 103,684 12 102,315 11.8
Unknown 0 103,684 0 0 0.0

Freezer 3 103,684 1 75,000 0.7

Western Gulf Catcher <= 60 38 466,354 2 392,798 15.2
Catcher > 60 71 466,354 4 364,193 28.2

Freezer 7 466,354 4 393,975 30.5

West Yakutat Catcher <= 60 148 499,555 7 441,787 36.5
Catcher > 60 142 499,555 6 492,270 34.8

Unknown 0 499,555 0 0 0.0

Freezer 10 499,555 1 218,779 2.6

Mgmnt Area
Vessel Category
Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packesges in column S
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the management area in full block

packages held by operators in the relevant vessel class. Some of
this represents partial block @S held by full block holders.
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33.5 Alt 5: Two Catcher Size Classes; Three Partials

Alternative 5 incorporates the Full/Partial Block proposal into the sablefish management plan. In
this alternative catcher vessels are divided into two classes: those that are less than or equal to 60 feet
and those greater than 60 feet. In addition, any person who does not hold a full block may hold as
many as three partial blocks. The partial block results for this alternative may be found in Table
3.3.5-1 and the full block results may be found in Table 3.3.5-2.

The introduction of the two vessel classes does not change the total numbers of partial or full blocks
to any great extent. There are some very small changes due to the fact that people are no longer
to able to form a few combinations that were once possible when all the blocks could be combined.
However the number of total block packages never changes by more than two or three.

Allowing a person without full blocks to hold three rather than two partial blocks increases the
average size of the partial block packages and reduces the number of separate partial block holders.
It does not affect the full block holders and it does not affect the total amounts of QS held by full
and partial block holders.

An increase in the number of partial blocks a person can hold from two to three tends to reduce the
possible minimum number of partial block holders by about a third, and to increase the average size
of the partial block holdings by 50% once the minimum number of block holders has been reached.

As noted earlier, the possible minimum number of QS holders in the GOA and BSAI is estimated
by taking the highest number of QS holders in any area. In Alternative 5, the Southeast Outside
regulatory district would have the highest number of persons holding QS if the maximum possible
aggregation occurred. There would be 141 persons holding partial block packages in the catcher and
freezer vessel fleet categories, and there would be 64 persons holding full block packages. Thus the
possible minimum number of persons that would be left in the fleet if consolidation reached its limit
would be 205.

As many as five partial blocks may be fished off of a vessel under this alternative. The possible
minimum number of vessels fished in each area and vessel class can be estimated by taking sixty
percent of the possible number of partial block holders and adding the number of full block holders.
The possible minimum number of active vessels would be 149.

Under the status quo alternative, QS issued to the owners of catcher vessels less than 60 feet must

always be fished from catcher vessels less than 60 feet. This is also true for QS issued to catcher
vessels over 60 feet. Alternative 5 has the same catcher vessel size classes as the status quo.
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Table 3.3.5-1. Alternative 5: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Alternative 5:

Sablefish. 20,000 Lb. Full Block Size.
3 Partial Block accumulation limit.
Two Catcher Vessel Size Classes and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
Aleutians Catcher <= 60 53 14 21,040 5.6
Catcher > 60 55 15 23,923 6.8
Freezer 29 8 27,189 4.1
Bering Sea Catcher <= 60 71 16 24,952 1.7
Catcher > 60 51 13 26,737 10.2
Freezer 31 8 25,258 5.9
Central Gulf Catcher <= 60 433 87 24,759 11.5
Catcher > 60 159 38 30,920 6.3
Unknown 6 2 8,708 0.1
Freezer 26 8 28,315 1.2
Southeast Catcher <= 60 562 122 27,804 32.7
Outside Catcher > 60 55 14 30,087 4.1
Unknown 1 3 9,803 0.3
Freezer 7 2 12,687 0.2
Western Gulf Catcher <= 60 95 23 27,355 12.2
Catcher > 60 61 17 26,988 8.9
Freezer 29 8 31,552 4.9
West Yakutat Catcher <= 60 289 61 21,526 15.5
Catcher > 60 101 28 29,249 9.7
Unknown 3 1 10,758 0.1
Freezer 1" 3 24,502 0.9

Mgmnt Area
Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up"
of partial blecks under 3,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by cperators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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Table 3.3.5-2. Alternative 5: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 5:

Sablefish. 20,000 lb. Full Block Size.
Two Catcher Vessel Size Classes and Freezer Vessels.

Initial Max imum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
Aleutians Catcher <= 60 25 534,753 1 519,996 9.8
Catcher > 60 63 534,753 3 435,822 246.7
Freezer 126 534,753 5 518,539 49.0
Bering Sea Catcher <= 60 19 655,890 1 398,805 11.7
Catcher > 60 46 655,890 2 477,478 27.9
Freezer 54 655,890 2 557,249 32.6
Central Gulf Catcher <= 60 346 522,853 14 498,158 37.4
Catcher > 60 306 522,853 12 513,166 33.0
Unknown 0 522,853 0 0 0.0
Freezer 96 522,853 4 486,417 10.4
Southeast Catcher <= 60 251 103,684 51 101,913 50.1
Outside Catcher > 60 60 103,684 12 102,315 11.8
Unknoun 0 103,684 0 0 0.0
Freezer 3 103,684 1 75,000 0.7
Western Gulf Catcher <= 60 38 466,354 2 392,798 15.2
Catcher > 60 7 466,354 4 364,193 28.2
Freezer 77 466,354 4 393,975 30.5
West Yakutat Catcher <= 60 148 499,555 7 441,787 36.5
Catcher > 60 142 499,555 ) 492,270 34.8
Unknown 0 499,555 0 0 0.0
Freezer 10 499,555 1 218,779 2.6

Mgmnt Area
Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any persen in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column §
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the management area in full block

packages held by operators in the relevant vessel class. Some of
this represents partial block @S held by full block holders.
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3.4 Costs, Benefits, and Distributional Impacts

A major objective of the current IFQ plan is to increase the net economic benefits derived from
Alaska’s halibut and sablefish fisheries. Estimates made i%revious Council documents suggest that
the net benefits resulting from the program will be large.

Nevertheless, the IFQ program clearly has additional objectives. Provisions in the current plan seek
to balance the objective of increasing net economic benefits with the objective of preserving the
composition and diversity of the current fleet.

For example, the current plan includes catcher vessel classes and a freezer-longliner class and
established rules that QS initially allocated to each vessel class cannot be transferred to another class.
The current plan also includes QS ownership caps which may further limit consolidation.

The Full/Partial Block proposal addresses fears that the current plan does not go far enough to
preserve the present composition and diversity of the fleet. The Full/Partial Block proposal may have
implications for fleet consolidation, fleet diversity, and the net economic benefits, which would be
produced by the IFQ program.

This section briefly discusses ways the Full/Partial Block proposal might change the net economic
benefits that would be produced by the current program. The proposal may affect costs and benefits
in several ways, but the actual amounts of change are hard to estimate. Because of this, this section
gives a qualitative description of the possible changes rather than a quantitative description of their
amounts. The Full/Partial Block proposal may affect the costs of voluntary QS transactions, the costs
of program administration, and the costs of fish harvesting,

3.4.1 Administrative Costs and Benefits

The Full/Partial Block proposal may add additional conditions which will make it harder to start the
IFQ program before all qualifying pound appeals are resolved. QS cannot be put into blocks until
qualifying pounds are known. Full block sizes cannot be calculated precisely until all qualifying
pounds are known. The QS equivalent of the largest block size allowed under the “sweeping up"
provisions cannot be calculated precisely until all qualifying pounds are known. QS transfers could
not occur until the amount which belongs in the block is known.

The Full/Partial Block proposal may change the administrative and enforcement costs of the IFQ
program. It is hard, however, to predict the direction of the change. The need to monitor additional
constraints may increase such costs. Enforcement and administrative costs may also increase if more
fishing operations remain in the fishery. However, other aspects of the proposal may decrease costs.

Under some variants of the Full/Partial proposal it will no longer be necessary to assign catcher
vessels to vessel length classes. This will simplify the rules and regulations governing the initial
allocation of QS. Since vessel length data will no longer be as important, less care will be needed
in editing the vessel length field on vessel licensing and documentation records. There will not be
a need for administrative hearings to resolve questions of vessel length classifications. Elimination
of catcher vessel length classes should tend to reduce the cost of initial allocations.

Wgee Supplemental Analysis of the Individual Fishing Quota Management Alternative For Fixed Gear
Sablefish And Halibut Fisheries - Gulf of Alaska and Bering Sea/Aleutian Islands, Sections 2.2 through 2.2.31.
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The costs of administering transfers may also be reduced. If it is harder and costlier for fishermen
to find and purchase (or sell) QS, there may be fewer transfers with the Full/Partial Block proposal
than without them. If NMFS’s administrative costs increase with each transfer, then administrative
costs associated with transfers may fall if the amendment results in a lower volume of transfers.

Alternatively, transfer administration costs may not be reduced, but transfer enforcement may become
more effective. NMFS currently plans to check a sample of transfers for violations of the Council’s
transfer restrictions. Dave Flannagan, Special Agent in Charge (NMFS Office of Enforcement), has
indicated that fewer transfers will not lower transfer enforcement costs, but will allow NMES to
examine a higher percentage of the transfers and improve enforcement of transfer restrictions.2!

If it reduces consolidation, the Full/Partial Block proposal may increase variable enforcement costs
or reduce the extent to which the average QS holder’s activities are checked.?2 For example, one
element of the enforcement program is random boardings and checks at sea and in port. Unless
funding is increased, an increase in the number of fishermen means a decrease in the probability that
any one fisherman will be checked during a year. Vessels may also be required to report projected
arrival times in port when they return from a trip. With more vessels, NMFS would have to log a
larger number of these reports.

If the Full/Partial Block proposal eliminates catcher vessel size classes, then the mix of monitoring
responsibilities would change. The implications for costs are hard to estimate. NMFS would no
longer have to be concerned about the actual length of a vessel and would not have to monitor
landings and landing records to make sure that a person’s IFQ was being used with a vessel of
appropriate size. On the other hand, it would now be necessary to monitor block holdings in addition
to monitoring aggregate IFQ and QS holdings. NMFS would have to make sure that no person with
a full block package in an area owned more than one partial block in that area during a year, and
that no one with a partial block package in an area owned more than two or three (depending on
the rules) partial blocks in that area during a year.

The Full/Partial Block proposal may change administrative and enforcement costs, or the tasks
involved, relative to the current plan. Nevertheless, it is hard to predict whether the net impact on
administrative and enforcement costs will be positive or negative.

3.4.2 Search and Transaction Costs

Under the current plan, persons may permanently sell any part of their QS holdings. This "divisibility"
of QS holdings should help reduce search costs (the costs of finding a willing buyer or seller with the
desired amount of QS) and transactions costs (the costs of negotiating and completing a transfer) for
fishermen seeking to buy or sell QS.

Every QS is the same, for a given area and vessel class, under the plan. A fisherman who wants to
buy a certain amount of QS could buy a part of the amount from any willing QS holder. Likewise
a fisherman who wants to sell a certain amount of QS could sell parts of the amount to many
different buyers.

2personal communication with Dave Flannagan, NMFS, Juneau.

Zpor a description of current monitoring and enforcement plans see Section 5.4 of the Supplemental
Analysis.
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The divisibility of QS holdings and the homogeneity of QS for an area and vessel class should
facilitate permanent transfers and reduce search and transaction costs. The current IFQ plan serves

that function.

In contrast, many fishermen will probably have higher search and transactions costs within an area
under the Full/Partial Block proposal than under the current plan. Full and partial blocks will not
be divisible. Although the full blocks will be homogeneous, eac £art1al block will be unique since
each will provide the right to a different amount of QS and IFQ.

Under these conditions, a fisherman who wants to increase his holdings by a certain amount of QS
must search for sellers with a block or blocks of about the right amount. When the fisherman already
holds the maximum number of partial blocks for an area, he will have to sell one block before he can
buy another in that area. He must then find a block to buy that contains the amount of QS he just
sold, plus the amount by which he wants to increase his holdings.

These increases in search and transactions costs would be absorbed by holders of QS who try to make
exchanges to alter their holdings. While QS brokers and other intermediaries will likely emerge to
reduce these costs and facilitate transfers, these costs will probably be higher than under the current
program. Since the large blocks are homogeneous, while the partial blocks are not, these search and
transactions cost increases may be larger for the smaller operators than for operators large enough
to use full blocks.

The results in this report suggest that the increase in search and transactions costs will be relatively
greater in the halibut fishery than in the sablefish fishery. The reason is that a greater proportion
of the QS and IFQs will be held by partial block holders in the halibut fishery than in the sablefish
fishery. For example, in IPHC Area 2C, corresponding to the waters in and off of Southeast Alaska,
the Full/Partial Block alternatives with no catcher vessel classes, put about 90% of the TAC in partial
block packages. For sablefish in Southeast outside regulatory district only 37% of the TAC is in
partial block packages.24

The Full/Partial Block proposal may have smaller search and transactions costs than the Sitka Block
proposal. For one reason, the full blocks will be homogeneous. In addition, the Sitka Block proposal
will create some very large blocks that cannot be "broken up" for transfer purposes. Some of these
large blocks may be hard to trade. Marcus Hartley, staff economist with the Council has suggested
that purchases of large blocks may prove to be more difficult to finance than would purchases of
smaller blocks.” This potential problem is mitigated under the Full/Partial Block proposal where
the largest blocks are full blocks of 20,000 pounds. Larger allocations that might be issued as a single
block under the Sitka Block proposal are broken up into 20,000 pound full blocks (and one partial
block) under the Full/Partial Block proposal.

While increased search and transactions costs under the Full/Partial Block program will reduce the
net benefits generated by the IFQ program, the actual magnitude of these costs and the reduction

BThe Full/Partial Block proposal probably will not increase search and transaction costs as much as the
Sitka Block proposal because of the homogeneity of the full blocks within an area.

23ee Tables 3.2.2-1 and 33.2-1.

2SH.artley also notes that such problems might lower the price per unit of quota for large blocks. Personal
communication with Marcus Hartley, NPFMC.
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in the net benefits are hard to estimate. This loss in net benefits must also be balanced against the
other potential gains in net benefits and/or the distributional objectives of the Council.

3.43 Fish Harvesting Costs

The Supplemental Analysis indicates that the IFQ programs for halibut and sablefish are expected
to produce net benefits in the harvesting sector. Many of the benefits of the IFQ programs are
expected to come when halibut and sablefish TACs are taken with fewer people and less equipment.
These persons and equipment will be used to produce other goods and services with no decrease in
the amounts of halibut and sablefish produced. The increase in the goods and services produced will
be an important benefit from the program. In addition, benefits are expected from the production
of higher quality, more valuable, halibut and sablefish products.2J6

These benefits are expected since the IFQ plan should more adequately specify property rights in the
fishery and create incentives to use resources efficiently. The Council hopes that IFQs will help
reduce the costs associated with the “race for the fish” and will create an environment in which
fishermen can find the most profitable ways to harvest and market their halibut and sablefish.

An IFQ program should give fishermen more in-season flexibility with respect to the timing of their
harvest and use of their IFQs even if the shares are not transferable. However, transferable shares
and a free market create incentives for resources to flow to their highest-valued use. Fishermen who
can use the QS relatively more profitably can be expected to buy them from fishermen who would
use them less profitably.

As noted earlier, the current program represents a mix of economic efficiency and distributional
objectives. While rights to permanently transfer QS exist under the program, many constraints remain
on such transfers. Ownership caps restrict the amounts of QS which can be held by a person. There
are also caps on the amount of QS which can be fished from a vessel and restrictions on transferring
QS across vessel classes.

All of these restrictions were included to constrain the amount of consolidation that can occur and
to help preserve some of the fleet’s current diversity. Nevertheless, previous Council analyses suggest
that there ma¥ be a considerable consolidation of QS under an IFQ program with unrestricted
transferablhty The maximum possible consolidation of QS under the IFQ plan was discussed in
Sub-sections 3.2.1 and 3.3.1.

The Full/Partial Block proposal is meant to constrain the extent of this consolidation even more.
Whether it will do so can’t be determined with certainty since the available economic models of the
fishing operations are not good enough to make reliable predictions. However, the tables in other
parts of this analysis show that the Full/Partial Block proposal constrains the maximum possible
consolidation more than the aggregation limits currently in the plan. Rough estimates of the
maximum possible consolidation under the Full/Partial Block proposal are provided in Sections 3.2
and 3.3.

26For discussion of these sources of benefits see Supplemental Analysis, sections 2.2.1 to 2.2.2 and 2.2.4 to
2212,

YSee Supplemental Analysis, Chapter 2.0.
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If the Full/Partial Block proposal prevents the fleet from consolidating as much as it would under the
status quo, it will increase the costs of harvesting the annual allowable catches, and to that extent
reduce the economic benefits the program would otherwise have produced.

In the original Full/Partial Block proposal, catcher vessel classes would be eliminated. Thus transfers
of QS and IFQs across vessel classes would be allowed. The current plan does not allow such
transfers. The fact that blocks can be bought and sold across vessel classes may offset some of the
increase in costs caused by reduced consolidation. However, some of the Full/Partial block variants
do contain restrictions on transfers across vessel classes.

The Full/Partial Block proposal won’t eliminate all of the fish harvesting benefits of IFQs. There will
probably be a reduction in the numbers of operations used to harvest the TACs. The remaining
operations are likely to operate more cost effectively since much of the competitive race for the fish
that exists under open access will be ended. Elimination of the vessel classes may permit further
efficiency gains. For these reasons the IFQ programs are likely to lead to a less costly harvest, even
with the Full/Partial Block proposal, than the existing open access fishery.

3.44 Distributional Consequences

As noted earlier, the Council had goals in addition to increasing economic benefits when it designed
the IFQ management plan. That plan included elements that prevented the maximization of
economic net benefits, but that helped to preserve the composition and diversity of the existing
fishing fleet. While the Full/Partial Block proposal may reduce the net benefits from the IFQ
program, it also has been designed to advance other social objectives. Hegge’s letter indicates that
he expects his proposal to protect small vessel operators, crewmembers, communities, and new
entrants, better than the current Council plan.

The Full/Partial Block proposal is designed to preserve large numbers of small operators by limiting
the ability of persons to consolidate small QS holdings. QS holders may have up to two or three
partial blocks in each area, depending on the alternative chosen. If a three partial block alternative
was chosen the three partial blocks in an area would always be worth less than 60,000 pounds of IFQ
in the implementation year (3 partial blocks, each less than the 20,000 Ib. full block size). Partial
blocks could be accumulated across areas up to the current plan’s aggregation limits, or until the
holder had three partial blocks in each area.

The actual distributive implications of the Full/Partial Block proposal are hard to ascertain. It may
be helpful to summarize some of the arguments. Much of this discussion has been drawn from a
similar debate taking place over the Sitka Block proposal.
The Full/Partial Block proposal is an attempt to advance the goals of the Sitka Block proposal, while
causing fewer problems for large operators. Among other things, proponents of the Sitka Block
proposal have argued that it would:

1. Ensure the continued existence of a relatively large, diverse fleet.

2. Provide protection to coastal communities. Because small boats tend to be locally
based, traditional delivery patterns will continue.

3. Provide an entry level fishery accessible to deckhands and other small, independent
operators.
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Dr. Joe Terry, an economist with the NMFS Alaska Flshenes Science Center, has discussed some of
these issues in the context of the Sitka Block proposal Some of his points may have relevance
to the Full/Partial Block proposal. Two of these are:

1. Although the price of a small partial block may be less than the price of a large block,
the price per pound of QS will not necessarily be less with small blocks. Dr. Terry
notes that the price per pound of particular block sizes will depend on supply and
demand. He argues that if small blocks are in heavy demand by salmon trollers and
other fixed gear fishermen, so that they can market their bycatch of halibut and
sablefish, then the price per pound for small blocks might be higher than the price
per pound of large blocks.

2. If vessel categories are removed, it is not clear that the proposal provides more
protection for small vessels than the current plan. Under the current plan, the QS
which are initially allocated remain within the vessel class. If vessel classes are
removed under a block proposal, large vessels could purchase the QS of smaller
vessels.

If the program constrains consolidation and increases the transactions costs of buying and selling QS,
the present value of a QS may be reduced and the price per share may be lower than it would be
under the status quo. This will decrease the value of the QS to their initial recipients and reduce its
usefulness as collateral to finance future expansion. The wealth of initial recipients may be less than
under the status quo. Subsequent buyers will pay less to get into the fishery but the present value
of the QS to them would also be lower.

3.4.5 Executive Order 12866

Executive Order 12866 requires that the Full/Partial Block proposed amendment be analyzed as to
whether it is a “significant” action. As noted above, a “significant regulatory action" is defined as one
likely to result in:

1. an annual effect on the economy of $100 million or more;

2. an adverse effect in a material way on the economy, a sector of the economy,
productivity, competition, jobs, the environment, public health, or safety, or State,
local, or tribal governments or communities; or

3. a novel legal or policy issue.

The Supplemental Analysis indicated that the current IFQ plan would have an effect on costs, prices,
competition, employment, investment, and productivity but that the plan was not expected to have
an annual effect of over $100 million. The Supplemental Analysis forecast that the current IFQ
program would produce a large increase in net economic benefits, but that predicted increase was also
less than $100 million per year.

2See Joe Terry’s memorandum to Jay Ginter (dated May 7, 1991) in Part I, Appendix II. Dr. Terry’s
discussion covers economic efficiency, equity, and other distributional issues.
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An IFQ program with a Full/Partial Block amendment should still produce substantial net economic
benefits relative to an open access fishery. Even if QS transferability was entirely eliminated, the in-
season efficiency benefits of eliminating the derby-style fishery would be substantial. Costs associated
with the “"race for the fish" would still be greatly reduced.

Eliminating the "race for the fish" is also expected to improve public health and safety in these
fisheries as fishermen will no longer be forced to fish during brief openings in poor weather. This
will be true under the Full/Partial Block proposed amendment as it is true under the current IFQ
program.

The Full/Partial Block proposal would also have effects on costs, prices, competition, employment,
investment, and productivity. However, it is unlikely that such an amendment would result in annual
effects of over $100 million relative to the current plan.

A Full/Partial Block proposed amendment should not have an adverse effect on State, local, tribal
governments, or communities. The Full/Partial Block proposal should not have an adverse effect on
the environment. As discussed in Chapter 2.0, the Full/Partial Block proposed amendment is not
expected to have significant impacts under NEPA.

Many aspects of the current plan are preserved and large gains in net benefits should be generated

relative to an open access fishery. Therefore, the Full/Partial Block proposal should not be considered
"significant” under Executive Order 12866.
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4.0 INITIAL REGULATORY FLEXIBILITY ANALYSIS

The objective of the Regulatory Flexibility Act is to require consideration of the capacity of those
affected by regulations to bear the direct and indirect costs of regulation. If an action will have a
significant impact on a substantial number of small entities an Initial Regulatory Flexibility Analysis
(IRFA) must be prepared to identify the need for the action, alternatives, potential costs and benefits
of the action, the distribution of these impacts, and a determination of net benefits. As discussed
below, the Full/Partial Block proposal is unlikely to have a “significant” impact on a substantial
number of small entities. An IRFA is therefore unnecessary.

NMEFS has defined all fish-harvesting businesses that are independently owned and operated, not
dominant in their field of operation, and with annual receipts not in excess of $2,000,000 as "small
businesses.” A "substantial number” would in general be 20% of the total number affected by the
regulation. A regulation has a "significant impact” on these small businesses if it results in a reduction
in annual gross revenues by more than 5%, annual compliance costs that increase total costs of
production by more than 5%, or compliance costs for small entities that are at least 10% higher than
compliance costs as a percent of sales for large entities.

All the persons who would initially be issued QS under the halibut and sablefish plans would be
affected by the Full/Partial Block proposal. This includes an estimated 5,484 halibut QS holders and
an estimated 1,121 sablefish QS holders. Almost all of these operations are independently owned and
operated, not dominant in their field of operation, and have annual receipts less than $2,000,000.
Virtually all of them are thus small businesses according to accepted NMFS definitions. 2 Since
the action would affect almost all of these businesses, it would affect a “substantial” number of them.

The economic effects on these fishermen were described at length in Section 3.4 of the preceding
chapter and are only summarized briefly here. All initial QS recipients would be affected by the
block proposal. The analysis suggests that the block proposal may increase the transactions costs of
buying and selling QS for fishermen using partial blocks and may, if it tends to increase the number
of operations left in the fishery, increase the aggregate costs of exploiting the fishery and reduce the
aggregate profits from fishing. There is a possibility, however, that Full/Partial block alternatives
which eliminate vessel class restrictions on QS use will allow fishermen to exploit the fishery more
profitably than under the status quo. Initial recipients who would sell in either case may find that
changes in prospective costs and revenues lead to changes in QS prices.

These impacts do not appear to be significant within the meaning of the act. They are not likely to
lead to a reduction in the gross revenues received by the small business sector of the fleet, although
if they lead to an increase in the number of separate operations they may reduce the average gross
revenues within the sector. While the proposal may increase the costs of buying and selling QS,
particularly for persons dealing with partial blocks, there is no reason to believe that these
transactions costs will be as large as 5% of the average operation’s total costs of production during
the period the shares are held. Since almost all the operations within the fleet are small businesses
within the meaning of the act, there will be no differential compliance cost impact between the small
and large business sectors.

29§gpplemental Analysis, page 7-7.
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5.0 SUMMARY AND CONCLUSIONS

5.1 Halibut results

As shown in Table 5.1-1, each of the Full/Partial Block alternatives reduces the possible consolidation
considerably. The possible minimum number of persons holding blocks to fish halibut off of the State
of Alaska under the least restrictive Full/Partial alternative is more than four times the possible
minimum number under the status quo. It is important to remember, however, that this comparison
only indicates the strength of the minimum number "guarantees” associated with the different
alternatives and does not provide a measure of the actual changes in consolidation.

Table 5.1-1. Maximum Possible Halibut Consolidation
Possible minimum numbers of block holders by alternative

Alternative Description Possible Minimum
1 Status GQuo 200
2 one catcher class, two partials 1,183
3 one catcher class, three partials 812
4 two catcher classes, two partials 1,184
5 two catcher classes, three partials 813
) three catcher classes, two partials 1,186
7 three catcher classes, three partials 815

Changes in the number of partial blocks a person can hold affect the number of persons left holding
partial blocks and affect the average size of the partial block holdings. They do not affect the
proportion of the QS held by persons who do not hold full blocks and they do not affect full block
holders in any way.

Changes in the number of catcher vessel classes have a negligible affect on the possible minimum
numbers of persons holding QS within a fishing area. The addition of catcher vessel classes does add
a further guarantee that the number of QS holders in a given vessel class will not drop below a given
limit, and that the amount of QS held by persons in that vessel class will never change.

The analysis suggests that the block proposal may increase the cost to small fishermen of buying and
selling QS and may, if it tends to increase the number of operations left in the fishery, increase the
aggregate costs of exploiting the fishery and reduce the aggregate profits from fishing. There is a
possibility, however, that Full/Partial block alternatives which eliminate vessel class restrictions on QS
use will allow for some profitable consolidations that cannot occur under the status quo.

52 Sablefish results

As shown in Table 5.2-1, each of the Full/Partial Block alternatives reduces the possible consolidation
considerably. The possible minimum number of persons holding blocks to fish sablefish off of the
State of Alaska under the least restrictive Full/Partial alternative is more than two times the possible
minimum number under the status quo. It is important to remember, however, that this comparison
only indicates the strength of the minimum number "guarantees” associated with the different
alternatives and does not provide a measure of actual consolidation.
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Table 5.2-1. Maximum Possible Sablefish Consolidation .
Possible minimum numbers of block holders by alternative

Alternative Description Possible Minimum
1 Status Quo 100
2 one catcher class, two partials 273
3 one catcher class, three partials 203
4 two catcher classes, two partials 275
5 two catcher classes, three partials 205

Changes in the number of partial blocks a person can hold affect the number of persons left holding
partial blocks and affect the average size of the partial block holdings. They do not affect the
proportion of the QS held by persons who do not hold full blocks and they do not affect full block
holders in any way.

Changes in the number of catcher vessel classes have a negligible affect on the possible minimum
numbers of persons holding QS within a fishing area. The addition of catcher vessel classes does add
a further guarantee that the number of QS holders in a given vessel class will not drop below a given
limit, and that the amount of QS held by persons in that vessel class will never change.

The analysis suggests that the block proposal may increase the cost to small fishermen of buying and
selling QS and may, if it tends to increase the number of operations left in the fishery, increase the
aggregate costs of exploiting the fishery and reduce the aggregate profits from fishing. There is a
possibility, however, that Full/Partial block alternatives which eliminate vessel class restrictions on QS
use will allow for some profitable consolidations that could not occur under the status quo.
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9.0 APPENDIX I: ORIGINAL FULL/PARTIAL BLOCK PROPOSAL

RONALD E. HEGGE
14235 HANCOCK DR.
ANCHORAGE, ALASKA 99515-3961
Phone (907) 345-8212
Fax (907) 345-8213
" Richard B. Lauber, Chalman May 19, 1992

NPFMC.
P.O. Box 103136
Auclorage, Alaska 99510
Dear Rick:

I am writing to advise you of an amendment to the sablefish and halibut IFQ plan which I intend to
introduce as an out of cycle proposal at the June meeting.

Proposed Amendment:

Allocation: Initial Quota Shares (QS) and Individual Fishing Quotas (IFQ) will be issued in blocks,
which in the year of implementation will equal the sumber of QS necessary to produce 10,000 IFQ Ibs.

All persons will recelve that amount of QS and IFQ as per the original plan, however they will be
parcelied into blocks, either full or partial. For example a person who would have received 15,000 1bs
of IFQs will receive one full block of 10,000 IFQ Ibs. and one partial block of 5,000 IFQ Ibs.

Full Blocks will be the number of QS which generates 10,000 IFQ Ibs. in the first year of implementation
for cach area. The number of QS constituting a full block will vary in each area becauss of the nature
of the allocation. The table below shows the number of QS in full blocks for each area in the halibut and
sablefish plans.

LR — — —r L S—r —x—adiR - ‘
Halibut Full Blocks by Area Sablefish Full Blocks by Ares n
(based on 1992 TACs) (based on 1992 TACs)
Area | Quota Shares IFQ Jbs in Area Quota Shares IFQ ibs in
in Full Block Full Block in Full Block Full Block
2A 37471 10,000 EY/SEO 575N 10,000
3A 65,789 10,000 wYy 61,350 10,000
3B 57,142 10,000 CG 59,880 10,000
4A 57,142 10,000 wa 70,922 10,000
4B 35971 10,000 BS 66,225 10,000
4C 46,729 10,000 AL 111,360 10,000
—a—av- - —— -
4D 191 0,000
153 19 | 0

Partial Blocks will result when 1) A person’s initial IFQs for a given area are less than 10,000 Ibs, or 2)

A person’s initial IFQs are not exactly divisible by 10,000, l.¢. the remaining portion of a persons JIFQs
not issued in full blocks.
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lEL: Hay cuo e R

R.B. Lauber
May 19, 1992

It should be noted that QS represent the total pounds landed by each person in a given arca during their
best five years. A persons IFQs are calculated by dividing his QS into the total smount of QS in any area
(QS Pool) and multiplying by the TAC for that area, i.e. IFQ=(QS/QS Pool)*TAC.

Ownership Limitaions: Any person, as identifled In the original amendment, may hold or purchase any
number of full blocks, up to the ownership caps as identified in the original amendment. Any person who
owns at least one full block in an arca may own or otherwise control only one partial block in that area.
Any person who does not own or otherwise control a full block in a given area may hold or control up
to three partial blocks in that area.

Annual IFQ Alictments: After initial allocation annual IFQ ibs, will be assigned as in the original
amendment, based on the amount of QS holdings by each person, but would continue to be identified as
full or partial blocks. It should be noted that if the TACs change after the initial year of implementation
the number of IFQ pounds each full block represents will change, however the number of QS constituting
a full block will not change after implementation.

Vessel Classes: Vessel size classes will be removed from the plan, with the exception of the freezer
category.

Ratlonale:

Clearly there is significant opposition to the IFQ plan adopted by the Council, The greatest opposition
comes from small vessel operators, crewmen, and communities, all of whom feel the IFQ's would be
bought up by large operators, which would eliminate future opportunity for those entering the fisheries
and a loss of employment opportunities,

The Sitka Block (SB) proposal addresses some of these problems but also creates additional management
difficulties. The SB proposal has certainly created opposition among the medium and large operators.

I feel the proposal 1 have outlined presemts a compromise that gives all of the protection of a block
program for new entrants and small vessels while not unduly restricting the larger participants. Removal
of the vessel size classes climinates an expensive and now unnccessary restriction.

Cenainly amending a plan so recently passed by the Council and not yet approved by the Secretary causes
some concem. The majority of the Councll, myself included, did not feel traditional management tools
could address the management problems with which we were faced. A decision of this magnitude must
have industry support and I feel addressing the very valid concems of such a large segment of the industry
and dependent communities Is critical to the successful implementation of the sablefish and halibut IFQ

R.E. Hegge
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10.0 APPENDIX II: 10,000 POUND FULL BLOCKS

The Sitka Block and Full/Partial Block Discussion Draft presented to the Council in September 1992
contained analyses of Full/Partial Block proposals with 10,000 and 30,000 pound full blocks. At its
January 1993 meeting the Council requested that the focus of the analysis be narrowed to Full/Partial
Block proposals with 20,000 pound full blocks. This EA/RIR/IRFA thus analyzes 20,000 pound full
blocks.

In this appendix, two additional alternatives have been prepared for both halibut and sablefish to
show the impact of 10,000 pound blocks. Alternative 8 has 10,000 pound full blocks, no catcher vessel
size classes, and allows two partial block accumulation. Alternative 9 also has 10,000 pound full
blocks and no catcher vessel size classes, but it allows three partial block accumulation. Both
Alternative 8 and Alternative 9 have been prepared for halibut and for sablefish. The results for
these alternatives may be found in Tables A2-1 to A2-10 in this Appendix.?’0

The tables in this appendix can be compared with the corresponding tables in the body of this report
to see the impact of a decrease in full block size from 20,000 to 10,000 pounds. This discussion will
focus on the changes in the numbers of full and partial blocks, and on changes in the numbers of
persons left holding full and partial block packages if the maximum possible consolidation takes place.

A decrease in the size of full blocks from 20,000 to 10,000 pounds of IFQ in the first year of the
program increases the number of full blocks issued and leaves the number of partial blocks
unchanged. Following the full block size decrease, QS allocations between 10,000 and 20,000 pounds
that once produced only partial blocks now produce full blocks. In general more full blocks can be
made from any QS allocation over 10,000 pounds. For example, a 25,000 pound allocation produces
one full block if full blocks are 20,000 pounds, but it produces two full blocks if full blocks are 10,000
pounds. On the other hand, the decrease in the full block sizes does not change the number of
partial blocks. This is because each eligible applicant gets a partial block with both 20,000 and 10,000
full blocks and there are the same numbers of partial blocks in each case.

The results are different when attention shifts from the full and partial blocks themselves, to the
minimum numbers of persons left holding full and partial block packages if the maximum possible
consolidation takes place. While the number of full block holders tends to increase, the number of
holders of partial block packages usually decrease.

The number of persons left holding full blocks tends to increase as the size of the full blocks falls
from 20,000 to 10,000 pounds. This is because there are more full blocks. Offsetting the increase
in the number of full blocks, however, is an increase in the number of full blocks needed in each full
block package to bring it to the aggregation limit. For example, in IPHC area 2C the halibut
aggregation limit is 74,000 pounds. While it only takes three 20,000 pound blocks to come close to
this limit, it takes seven 10,000 pound blocks. In some areas and vessel classes the distribution of
QS, the blocks sizes, and the aggregation limit interact in a way that leaves the number of persons
with full block packages unchanged.

3The results in this appendix are not comparable to those in the September 1992 Discussion Draft for
several reasons. Among these are (1) introduction of sweeping up rules, (2) changes in the area aggregation
rules, and (3) methodological changes in the analysis.
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The number of persons left holding partial block packages usually decreases as the size of full blocks
falls from 20,000 to 10,000 pounds. The reason for this is that there are more full block packages
and these generally combine with more partial blocks which are then unavailable for partial block
packages.

However, it is possible for the number of persons holding partial block packages to increase as the
size of full blocks falls. For example, in the case with one catcher vessel size class and two partial
block accumulation, the number of catcher vessel partial blocks in IPHC Area 4B rises from 53 to
68 when the size of the full blocks falls from 20,000 to 10,000 pounds. The reason for this is that the
aggregation limit in this area, 30,387 pounds, severely limits the number of partial blocks available
for consolidation with full blocks when the full block size is 10,000 pounds. There are not enough
partial blocks of appropriate size to give one to each full block holder. As a result the number of
partial blocks remaining for partial block packages increases and the number of partial block packages
increases.

The possible minimum number of full block holders plus partial block holders can increase or
decrease. The minimum numbers of block holders in each area are summarized in Table A2-1 for
the 10,000 pound halibut alternatives and in Table A2-2 for the 10,000 pound sablefish alternatives.
These tables may be compared Tables 4.1-2 (page 12) and 4.2-2 (page 15) in the executive summary,
which provide corresponding information for the 20,000 pound alternatives.
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Table A2-1. Total Halibut Block Holders by Area
10,000 pound Full Blocks; no Catcher Vessel Size Class

Area 2 Partials 3 Partials
2c 840 571

3A 1,174 812

38 389 268

4A 183 146

48 106 84

4C 44 35

4D 45 36

4E 25 17
Table A2-2. Total Sablefish Block Holders by Area

10,000 pound Full Blocks; no Catcher Vessel Size Class

Area 2 Partials 3 Partials
Aleutians 59 43
Bering Sea 57 40
Central Gulf 212 153
Southeast Outside 267 205
Western Gulf 75 54
West Yakutat 145 102
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Table A2-3.

Alternative 8:

Halibut.

Alternative 8: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

10,000 lb. Full Block Size.

2 Partial Block accumulation limit.
Catcher and Freezer vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2c Catcher/
Freezer 2,371 808 6,261 68.4
3A Catcher 3,223 1,082 7,103 28.9
Freezer 7 3 4,224 0.0
3B Catcher 879 361 7,397 30.3
Freezer 7 3 9,763 0.3
4A Catcher/
Freezer 347 112 4,572 30.1
4B Catcher 152 68 8,619 34.5
Freezer 3 1 13,161 0.8
4C Catcher/
Freezer 82 29 8,992 43.5
4D Catcher 61 25 9,153 38.1
Freezer 5 3 9,558 4.8
4E Catcher 155 25 4,000 100.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category
Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in

partial block packages held by operators in the relevant vessel

class. This percentage does not necessarily include all the quota

g? p:rtial blocks because some full block holders may hold partial
ocks.
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Table A2-4. Alternative 8: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 8.

Halibut. 10,000 Lb. Full Block Size.
Catcher and Freezer Vessels.

Initial Max imum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2c Catcher/
Freezer 221 74,000 32 73,153 31.6
3A Catcher 1,839 214,702 88 213,486 70.6
Freezer 1 214,702 1 114,851 0.4
38 Catcher 576 248,292 24 247,949 67.6
Freezer 14 248,292 1 149,791 1.7
4A Catcher/
Freezer 71 19,154 7 16,731 69.9
48 Catcher 105 30,387 35 30,060 61.9
Freezer 4 30,387 2 24,335 2.9
4C Catcher/
Freezer 30 23,673 15 22,617 56.5
4D Catcher 29 20,808 15 20,167 50.4
Freezer 4 20,808 2 20,000 6.7
4E Catcher 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC hal ibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimun Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its meximum extent.

shows the average size of the full block packages in colum 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by operators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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Table A2-5.

Alternative 9:

Ralibut.

Alternative 9: Halibut Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

10,000 lb. Full Block Size.

3 pPartial Block accumulation limit.
Catcher and Freezer vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
2C Catcher/
Freezer 2,371 539 9,386 68.4
3A Catcher 3,223 721 10,660 28.9
Freezer 7 2 6,336 0.0
3B Catcher 879 241 11,079 30.3
Freezer 7 2 14,644 0.3
4A Catcher/
Freezer 347 75 6,828 30.1
48 Catcher 152 46 12,741 34.5
Freezer 3 1 13,161 0.8
4C Catcher/
Freezer 82 20 13,038 43.5
4D Catcher 61 17 13,460 38.1
Freezer 5 2 14,337 4.8
4E Catcher 155 17 5,882 100.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 1,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the IPHC management area in

partial block packages held by operators in the relevant vessel

class. This percentage does not necessarily include all the quota

;T p:rtial blocks because some full block holders may hold partial
ocks.
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Table A2-6. Alternative 9: Halibut Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Alternative 9.

Halibut. 10,000 Lb. Full Block Size.
Catcher and Freezer Vessels.

Initial Max imum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
2c Catcher/
Freezer 221 74,000 32 73,153 31.6
3A Catcher 1,839 214,702 88 213,486 70.6
Freezer 1" 214,702 1 114,851 0.4
3B Catcher 576 248,292 24 247,949 67.6
Freezer 14 248,292 1 149,791 1.7
4A Catcher/
Freezer 7 19,154 71 16,731 69.9
48 Catcher 105 30,387 35 30,060 61.9
Freezer 4 30,387 2 24,335 2.9
4C Catcher/
Freezer 30 23,673 15 22,617 56.5
4D Catcher 29 20,808 15 20,167 50.4
Freezer 4 20,808 2 20,000 6.7
4E Catcher 0 89,279 0 0 0.0
Mgmnt Area identifies the IPHC halibut management area.

Vessel Category

Initial Number of Full Blocks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the IPHC management area in full

block packages held by cperators in the relevant vessel class. Some
of this represents partial block @S held by full block holders.
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Table A2-7.

Alternative 8.

Alternative 8: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Sablefish. 10,000 lb. Full Block Size.
2 Partial Block accumulation limit.
One Catcher Vessel Class and Freezer Vessels.

Initial Minimum Average Percent
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
Aleutians Catcher 108 39 10,200 7.5
Freezer 29 10 11,221 2.1
Bering Sea Catcher 122 40 10,223 12.0
Freezer 31 12 9,285 3.3
Central Gulf Catcher 598 170 10,629 9.7
Freezer 26 9 10,481 0.5
Southeast Catcher 628 183 11,462 20.2
Outside Freezer 7 3 7,450 0.2
Western Gulf Catcher 156 55 11,284 12.0
Freezer 29 10 10,094 2.0
West Yakutat Catcher 393 126 10,394 15.4
Freezer " 4 8,141 0.4

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up” and other possible consolidation.

shows the average size of the partial block packages in colum 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by operators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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Table A2-8.

Alternative 8.

Sablefish.

Alternative 8: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

10,000 Lb. Full Block Size.

One Catcher Vessel Class and Freezer Vessels.

Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt Vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
Aleutians Catcher 206 534,753 4 520,769 39.4
Freezer 267 534,753 6 449,665 51.0
Bering Sea Catcher 167 655,890 3 563,893 49.5
Freezer 119 655,890 2 602,575 35.3
Central Gulf Catcher 1,459 522,853 29 505,918 78.7
Freezer 206 522,853 4 519,466 11.1
Southeast Catcher 1 103,684 80 102,130 78.8
Cutside Freezer 7 103,684 1 78,025 0.8
Western Gulf Catcher 267 466,354 é 451,618 52.5
Freezer 170 466,354 4 431,844 33.5
West Yakutat Catcher 675 499,555 14 491,374 81.1
Freezer 25 499,555 1 259,722 3.1

Mgmnt Area

Vessel Category

Initial Number of Full B8locks

Maximum Full Block Package Size

Minimum Number of Full Block Packages

Average Size of Full Block Packages

Pct. Area TAC in Full Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of full blocks originally issued for the area and
vessel class.

shows the maximum amount of the TAC that any person in the area could
hold given the aggregation limits in the original plan.

shows the minimum possible number of persons holding full blocks
after consolidation had gone to its maximum extent.

shows the average size of the full block packages in column 5
measured in pounds of IFQ in 1991. The average size of a full block
package includes some partial block quota shares.

shows the percentage of the TAC in the management area in full block

packages held by cperators in the relevant vessel class. Some of
this represents partial block @S held by full block holders.
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Table A2-9.

Alternative 9.

Alternative 9: Sablefish Partial Block Analysis
Numbers and size of Partial Block packages by area and vessel type.

Sablefish. 10,000 lb. Full Block Size.
3 Partial Block accumulation limit.
One Catcher Vessel Class and Freezer Vessels.

Initial Minimum Average Percent_
Number of Number of Size of Area TAC in
Mgmnt Vessel Partial Partial Block Partial Block Partial Block
Area Category Blocks Packages Packages Packages
Aleutians Catcher 108 26 15,299 7.5
Freezer 29 7 16,030 2.1
Bering Sea Catcher 122 27 15,145 12.0
Freezer 31 8 13,927 3.3
Central Gulf Catcher 598 114 15,851 9.7
Freezer 26 6 15,722 0.5
Southeast Catcher 628 122 17,194 20.2
Outside Freezer 7 2 11,175 0.2
Western Gulf Catcher 156 37 16,774 12.0
Freezer 29 7 14,420 2.0
West Yakutat Catcher 393 84 15,591 15.4
Freezer 1" 3 10,855 0.4

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory district.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up"
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
isweeping up" and other possible consolidation.

shows the average size of the partial block packages in colum 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by operators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blecks because some full block holders may hold partial blocks.

202 May 25, 1994



Table A2-10.

Alternative 9.

Alternative 9: Sablefish Full Block Analysis
Numbers and size of Full Block packages by area and vessel type.

Sablefish. 10,000 lb. Full Block Size.
One Catcher Vessel Class and Freezer Vessels.
Initial Maximum Minimum Average Percent
Number of Full Block Number of Size of Area TAC in
Mgmnt vessel Full Package Full Block Full Block Full Block
Area Category Blocks Size Packages Packages Packages
Aleutians Catcher 206 534,753 4 520,769 39.4
Freezer 267 534,753 6 449,665 51.0
Bering Sea Catcher 167 655,890 3 563,893 49.5
Freezer 119 655,890 2 602,575 35.3
Central Gulf Catcher 1,459 522,853 29 505,918 78.7
Freezer 206 522,853 4 519,466 1.1
Southeast Catcher 791 103,684 80 102,130 78.8
Cutside Freezer 7 103,684 1 78,025 0.8
Western Gulf Catcher 267 466,354 6 451,618 52.5
Freezer 170 466,354 4 431,844 33.5
West Yakutat Catcher 675 499,555 14 491,374 81.1
Freezer 25 499,555 1 259,722 3.1

Mgmnt Area

Vessel Category

Initial Number of Partial Blocks

Minimum Number of Partial Block Packages

Average Size of Partial Block Packages

Pct. Area TAC in Partial Block Packages

Block Proposals

identifies the sablefish management area or regulatory area.
identifies the vessel class.

shows the number of partial blocks originally issued for the area and
vessel class. This number is the number prior to the “sweeping up®
of partial blocks under 3,000 pounds.

shows the minimum possible number of partial block packages after
“sweeping up" and other possible consolidation.

shows the average size of the partial block packages in column 4
measured in pounds of IFQ in 1991.

shows the percentage of the TAC in the management area in partial
block packages held by operators in the relevant vessel class. This
percentage does not necessarily include all the quota in partial
blocks because some full block holders may hold partial blocks.
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1.0 INTRODUCTION

During the September 1993 North Pacific Fishery Management Council (Council) meeting in
Anchorage, the Council discussed the EA/RIR/IRFAs for the "Sitka Block Proposal® and the
"Full/Partial Block Proposal.” These analyses can be found in Part I and Part II of this document.

The Council decided that they wanted to add a "block” amendment to the individual fishing quota
program (IFQ) for the fleet of small part-time operators but preferred the greater flexibility of the
current plan (status quo alternative) for larger more full-time operations. At the meeting, the
Council developed and approved the "Modified Block” proposed amendment.

The Modified Block proposed amendment will affect the IFQ programs for both the halibut and
sablefish fisheries. The Modified Block amendment is a mixture of the "partial block™ alternatives
and the current IFQ plan (the status quo).

The groundfish fisheries in the Exclusive Economic Zone (EEZ) (3 to 200 miles offshore) of the Gulf
of Alaska (GOA) and Bering Sea/Aleutian Islands Area (BSAI) are managed under the Fishery
Management Plan (FMP) for the Groundfish Fisheries of the GOA and the FMP for the Groundfish
Fisheries of the BSAL

Both FMPs were developed by the Council under the Magnuson Fishery Conservation and
Management Act (Magnuson Act). The GOA FMP was approved by the Secretary of Commerce
and become effective in 1978 and the BSAI FMP become effective in 1982.

The domestic fishery for halibut in and off of Alaska is managed by the International Pacific Halibut
Commission (IPHC) as provided by the Convention between the United States and Canada for the
Preservation of the Halibut Fishery of the Northern Pacific Ocean and the Bering Sea (Convention),
signed at Washington on March 29, 1979, and the Northern Pacific Halibut Act of 1982.

While the IPHC has the primary authority for managing the halibut resource for biological
conservation purposes, the Halibut Act authorizes the appropriate Regional Fishery Management
Councils established by the Magnuson Act to develop regulations that are in addition to, but not in
conflict with, regulations adopted by the IPHC affecting the U.S. halibut fishery.

Under this authority, the Council may develop, for approval by the Secretary of Commerce
(Secretary), limited access regulations for the Pacific halibut fishery in Convention waters in and off
of the State of Alaska that are consistent with criteria set forth in Section 303(b) (6) of the
Magnuson Act. The Council does not, however, have an FMP for halibut.

Actions taken to amend Fishery Management Plans or implement other regulations governing the
groundfish fisheries and actions taken by the Secretary to implement regulations governing the halibut
fishery must meet the requirements of Federal laws and regulations. Among the most important of
these are the National Environmental Policy Act (NEPA), the Endangered Species Act (ESA), the
Marine Mammal Protection Act (MMPA), Executive Order (E.O.) 12866, and the Regulatory
Flexibility Act (RFA).

NEPA, E.O. 12866, and the RFA require a description of the purpose and need for the proposed

action as well as a description of alternative actions which may address the problem. This information
is included in Chapter 1 of this document.
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Chapter 2 contains information on the biological and environmental impacts of the altematiyes as
required by NEPA. Impacts on endangered species and marine mammals are also addressed in this

section.

Chapter 3 contains a Regulatory Impact Review (RIR) which addresses the requirements of both
E.O. 12866 and the RFA that economic impacts of the alternatives be considered.

Chapter 4 contains the Initial Regulatory Flexibility Analysis (IRFA) required by the RFA which
specifically addresses the impacts of the proposed action on small businesses.

1.1 Management Background

The following is a summary of the Council’s previous actions with respect to Alaska’s halibut and
sablefish fisheries. This summary is largely taken from earlier reports which describe the Council’s
actions in greater detail. A listing of previous reports can be found in Chapter 6.0.

The commercial harvest of halibut off Alaska began in the 1890s. Management of halibut was
originally controlled by both the United States and Canada off of their respective coasts. In 1923 the
International Pacific Halibut Commission (IPHC) was established by a convention between the
United States and Canada to manage the halibut fishery. An additional treaty was signed in 1953 and
was amended by protocol in 1979. The IPHC has authority to establish regulatory areas, limit catch
by area, license vessels, regulate gear types, protect nursery areas, collect statistics and conduct
scientific research.

In 1982, the U.S. government added to the management tools available for halibut by delegating
additional regulatory authority to the geographically responsible Fishery Management Councils
(Northern Pacific Halibut Act of 1982, P.L. 97-176). Among other authorities, this act allows the
Councils to develop limited entry criteria as set forth in Section 303(b)(6) of the Magnuson Fishery
Conservation and Management Act (MFCMA) for approval by the Secretary of Commerce.

The Act also prohibited foreign fishing for halibut in the 200-mile Exclusive Economic Zone (EEZ).
The North Pacific Management Council (Council), by virtue of its geographical jurisdiction under the
MFCMA and the Halibut Act, regulates halibut off the coast of Alaska.

In December of 1991, the Council recommended an Individual Fishing Quota (IFQ) Program for
management of the "fixed gear” sablefish and halibut fisheries off of Alaska. "Fixed Gear" was
defined to include all hook and line fishing gears (longlines, jigs, handlines, and troll gear). The IFQ
plan for halibut was approved as a regulatory amendment by the Secretary of Commerce in early
1993.

The Council’s decision followed several years of discussions about how to best contain effort in these
fisheries. The Council became concerned about a rapidly growing halibut fleet and shrinking seasons
in 1978. In November 1978, the Council set a December 31, 1978 cut-off date for eligibility in the
eventuality that an access control program would be developed for halibut in the near future. In
1979, Council workgroups discussed different methods to limit access to the fishery.

During this same time period, the Council studied limited entry options. The Council contracted with

Northwest Resources Analysis of Seattle, Washington to prepare a study of limited access options in
the halibut fishery (Northwest Resource Analysis 1983). The report concluded that an IFQ system
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of management had the greatest potential for resolution of problems in the fishery and estimated that
the potential net benefits from such a system would be at least $5.373 million.

A moratorium on entry into the halibut fisheries was recommended by the Council m 19.83, but was
rejected by the Secretary of Commerce. This moratorium was recommended as an interim measure
in response to shrinking seasons and other management problems associated with a derby-style

fishery.

In the mid-1980s the Council began to consider effort management alternatives for the sablefish
fishery. This fishery was developing into a derby-style fishery similar to the halibut fisheries. In 1985
the Council began exploring options to open access by soliciting input from the industry on potential
management alternatives.

In 1987 the Council took another step toward limited entry by adopting a Statement of Commitment
which dedicated the Council to "develop strategies for license limitation or the use of individual
transferable quotas in the sablefish fixed gear fishery." The Council held public workshops in 1988
to explore management options to change the derby-style fishery.

In mid-1988 the Council directed its staff to develop and analyze five management options for the
sablefish fixed gear fishery: (1) continued open access without modifications, (2) modified open
access, (3) individual fishing quotas, (4) license limitation, and (5) a combined license, quota, and
open access system. In December of 1988, after reviewing a draft analysis document, the Council
declared that the status quo (open access) was unacceptable and expressed a desire to further explore
the options of license limitation and IFQs.

In early 1989, the Council notified the public that it was considering similar limited entry management
options for all fisheries, particularly for the halibut fishery off Alaska. In November of 1989 the
Council reviewed a Supplemental Environmental Impact Statement (SEIS) which analyzed four
options for future management of the sablefish fisheries off Alaska: (1) continued open access, (2)
license limitation, (3) IFQs, and (4) a combination system called annual fishing allotments or AFAs.

Based upon the analysis contained in the SEIS, the Council decided that license limitation and annual
fishing allotments were not viable alternatives to solve the problems facing the sablefish fixed gear
fisheries. In April of 1990 the Council reviewed the Supplement to the SEIS which analyzed specific
IFQ programs against the open access alternatives.

In December of 1990, the Council directed staff to prepare a revised Supplement which analyzed
various forms of an IFQ management alternative for sablefish. The four IFQ systems analyzed
depicted a range of alternatives in terms of qualification periods, transferability restrictions, ownership
caps, community development quotas, and other system specifics. At that time, the Council directed
staff to analyze a similar set of IFQ alternatives for the halibut fishery with the intent that the IFQ
program would eventually include both sablefish and halibut.

The revised Supplement to the SEIS for sablefish fishery management was released for public review
on May 14, 1991. An Environmental Impact Statement (EIS) on IFQ alternatives for the halibut
fishery was released for public review on July 19, 1991. The Council wanted to ultimately submit a
combined package and postponed decisions on both fisheries until the September 1991 meeting.

Block Proposals 213 May 25, 1994



In September of 1991 the Council provisionally recommended an IFQ management altcmative. for
both fisheries. The Council established an IFQ implementation team comprised of staff from various
government agencies and representatives from affected industry groups. The team was to produce
an implementation plan for Council and public review prior to the December 1991 meeting.

The Draft Implementation Plan was made available for public review and a public hearing was l.tneld
prior to the December 1991 meeting. At the December 1991 meeting, the Council made some minor
revisions in their IFQ plans for sablefish and halibut, and recommended a halibut and sablefish IFQ

alternative.

When the Council passed the proposed IFQ program for the sablefish and halibut fisheries in
December of 1991, the Council recognized that they might need to consider proposals to further
adjust aspects of the program. The Council delayed sending their IFQ plan amendment (regulatory
amendment for halibut) to the Secretary of Commerce so that further analysis of their plan could be
<:ompl'.3ted.1

At the April 1992 meeting, the Council rejected a motion to rescind its earlier vote and directed that
the IFQ plan amendment package be forwarded to the Secretary of Commerce. The current IFQ
programs for sablefish and halibut were approved by the Secretary of Commerce in early 1993.

At the April 1992 meeting, the Council also asked staff to analyze two proposed amendments to the
IFQ plans which they had adopted. The first was called the "Sitka Block" proposal® and the second
was called the "1,000 Pound Minimum IFQ" proposal. At the June 1992 meeting, the Council asked
staff to analyze a third proposal which has been named the "Full/Partial Block" proposal.

All three proposals were developed to address concerns about the current IFQ plan for halibut and
sablefish. The two block proposals were to apply to both the sablefish and halibut fisheries. The
“1,000 pound minimum IFQ" proposal was to apply to the halibut fishery only. The State of Alaska
agreed to analyze all three proposals and asked the Commercial Fisheries Entry Commission to
conduct the analyses.

Discussion draft reports on the three proposals were presented to the Council and Advisory Panel
(AP) at their September 1992 meeting. These reports were sent out for public comment in October
of 1992 and again presented to the Council at their January 1993 meeting.3

At the January 1993 meeting, the Council adjusted the alternatives under each proposal and asked
that an Environmental Assessment and Regulatory Impact Review / Initial Regulatory Flexibility
Analyses (EA/RIR/IRFA) be prepared for each of the proposals. They asked for a single report on
the two block proposals and a separate report on the "1,000 Pound Minimum IFQ" proposal.

ISee Supplemental Analysis Of The Individual Fishing. Quota Management Alternative For Fixed
Gear Sablefish and Halibut Fisheries - Gulf of Alaska and Bering Sea/Aleutian Islands (March 27,

1992). For brevity, this report will be referred to as the Supplemental Analysis herein.

2The Sitka Block proposal was first presented to the Alaska Longline Fisherman’s Association by
Howard Pendell.

3At the request of the Council, the reports on the two block proposals were combined into a single
discussion draft report.
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Draft reports on the proposals were presented at the June 1993 Council meeting. At that meeting,
the Council dropped further consideration of the “1,000 Pound Minimum IFQ" proposal, I?ut as}ced
that the analysis of the draft EA/RIR/IRFA for the two block proposals be put out for public review.

At their September 1993 meeting, the council took public testimony on the Draft EARMFA on
the two block proposals. At this meeting, the Council developed and passed the "Modified Block”
amendment. The Modified Block proposed amendment represents a hybrid of the Full/Partial Block
alternatives and the status quo alternative presented in the analysis.

Part III of this final EA/RIR/IRFA has been added since the September 1993 Council meeting. It
presents an analysis of the Modified Block proposal.

1.2 Purpose and Need For the Action

Both the Sitka Block proposal and the Full/Partial Block proposal represent efforts to address
concerns in some Alaska coastal communities that there may be a large consolidation of quota shares
under the current IFQ plan and that such an extensive consolidation might be harmful to the
traditional fishing economies of some Alaska coastal communities.# Both of these proposals suggest
modifications of the current plan in order to ensure that small part-time operations and diversified
operations can continue to profitably participate in the IFQ fisheries.

The implicit assumption under both of the block proposals is that quota shares (QS) under the
current IFQ program will tend to be more valuable to full-time operations. If this proves to be the
case, full-time operations will be able to bid more for the QS. Proponents of the block proposals
predict that small part-time operations, diversified operations which fish in these fisheries on a part-
time basis, and small "entry-level" operations will tend to disappear from these fisheries over time.

If this occurs, proponents of the block proposals feel that it would have deleterious social and
economic effects on many of Alaska’s coastal communities. Supporters of the proposals approve of
certain aspects of the current Council IFQ plans, but would like to take a more conservative
approach to ensure that a diverse group of fishing operations can continue to profitably participate
in these fisheries.

A description of the Sitka Block proposed amendment can be found in Part I of this report.
Essentially, initial allocations of quota share would be placed into blocks and thereafter would have
to be traded as a blocks.5 A new ownership constraint would also be added which would restrict
the number of blocks that any person could hold.

4For example, see Socioeconomic Impacts Of The Proposed IFQ System On Southeast Alaska
Communities, April 1992. This report was prepared for the Sealaska Corporation by The McDowell
Group.

5In this report, QS is the abbreviation for both quota share and quota shares.

SThe one exception to this is the rule that allows for the “sweeping up” of extremely small amounts
of QS into blocks of fishable amounts. This occurs under both the Sitka Block and the Full/Partial
Block.
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Under the Sitka Block proposal, available data suggest that a large number of relatively sn}all blocks
would be created. Proponents of the proposal felt that this fact, coupled with the constraint on the
number of blocks that could be held in an area, would make the small blocks unattractive to most
full-time operations. As a result, they felt the proposal would guarantee that a large numbcfr of
permanent small blocks would always be available so that new entrants, small part-time operations,
and diversified operations could continue to fish in these fisheries profitably.

The Full/Partial Block proposal was developed as an alternative to the Sitka Block proposal. The
author of the Full/Partial Block proposal felt that the Sitka Block proposal went too far and would
inhibit the development of profitable full-time operations. A full description of the proposal can be
found in Part II of this report.

The Full/Partial Block proposal attempts to address concerns that there needs to be more protection
for small part-time operations than those which exist under the current IFQ plan. However, the
Full/Partial Block proposal also attempts to make it easier for full-time operations to buy and sell QS
in the desired quantities than does the Sitka Block.

Under the Full/Partial Block alternatives discussed in Part II, full blocks (in an area) would be QS
worth 20,000 pounds of IFQ in the implementation year and partial blocks would be QS worth less
than 20,000 pounds. A person whose initial allocation of QS was worth more than 20,000 pounds
of IFQ could be issued one or more full blocks and a partial block to cover the remainder of the
person’s QS allocation. A person whose initial allocation of QS was less than 20,000 pounds of IFQ
in the implementation year would be issued a single partial block.

Under the Full/Partial Block proposal, persons who held at least one full block in an area could hold
only one partial block in the area. Persons could hold any amount of full blocks for an area as long
as the total QS embodied in their full and partial blocks for the area did not exceed the ownership
constraints in the current plan. Persons who held just partial blocks also were restricted in the
number that they could hold in an area. This latter feature was meant to achieve the same objectives
as the Sitka Block.”

At their September 1993 meeting, the Council took public testimony and discussed the block
alternatives. The Alaska Longline Fisherman’s Association (ALFA) who had originally proposed the
Sitka Block amendment, shifted their support to one of the Full/Partial Block alternatives. ALFA
had decided that the Sitka Block proposal was too restrictive particularly for full-time operations
which needed to change their holdings of QS.

During the Council’s discussion, the idea arose that putting only the relatively small initial allocations
into blocks and adding constraints on the number of such blocks that a person could hold in an area
would provide the additional protection for the part-time fleet which both block proposals were trying
to achieve. Some Council members felt that the "Full Block feature” would be less efficient than the
current program and was not needed to accomplish the major objective of the block proposals.

The Council then developed and passed the Modified Block proposed amendment. Under the
proposed amendment, initial allocations of QS worth 20,000 pounds or more of IFQ in the first year
of the program would be "unblocked"” and transferable under the same conditions as QS under the

"Some of the alternatives in Part II allowed such persons to hold three partial blocks per area while
other alternatives allowed two partial blocks per area.
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current IFQ program. Initial allocations of QS worth less than 20,000 pounds of IFQ in the first year
of the program would be blocked and could only be traded as a block.

Under the Modified Block proposed amendment, if a person holds any unblocked QS in an area that
person can only hold a single block of QS for the area. Persons who hold no unblocked QS in an
area can hold up to two blocks in that area. A more detailed description of the Modified Block
proposal can be found in Section 1.3 below.

1.3 Alternatives Considered

The Council considered a number of Sitka Block alternatives for halibut and sablefish in Part I of
this document and a number of Full/Partial Block alternatives in Part II of this document. All
alternatives were compared to the current plan (status quo).

Part III of this document analyzes the Modified Block amendment passed at the September 1993
Council meeting. Again, an IFQ program under the modified block amendment is compared directly
with the status quo.

1.3.1 Alternative 1: Status Quo: The Current Halibut and Sablefish IFQ Plans

Under the current IFQ plans, a person’s IFQ in an area for a given year largely will depend upon the
person’s quota shares in the area, the total shares issued for the area, and the total allowable catch
for the area (TAC).8 In mathematical terms, an individual’s allocation of halibut individual fishing
quota in the area for a year will be determined as follows:

Where:

Fij = individual i’s pounds of IFQ in area j.
Qij = individual i’s QS holdings in area j.
Qj = Total QS issued in area j.

T = The fixed gear TAC for area j.

8_.

Any Community Development Quota for area j.
Any overage for person i in area j in the previous year.

O
|

The current IFQ plan also calls for QS and IFQ to be vessel class specific. The vessel classes in the
current halibut plan are defined as follows:

L Halibut Catcher Vessel Categories

a. Vessels less than or equal to 35 feet length overall.

8As noted in Part I and Part II of this report, CDQ and CDQ compensation will likely mean that
quota shares will not be exactly equal to qualifying pounds. CDQ and CDQ compensation have not
been considered in this analysis, as a precise formula for CDQ compensation has not been explicitly
worked out by the plan administration.

Block Proposals 217 May 25, 1994



b. Vessels greater than 35 and less than or equal to 60 feet length overall.
c. Vessels greater than 60 feet length overall.

II. Freezer Vessels

The vessel classes in the current sablefish IFQ plan are defined as follows:

I Sablefish Catcher Vessel Categories

a. Vessels less than or equal to 60 feet length overall.
b. Vessels greater than 60 feet length overall.

1I. Freezer Vessels

Under the IFQ plan, QS allocated to a vessel class can only be transferred within that class.? This
constraint would be part of the bundle of use-privileges attached to a quota share upon initial
issuance and would remain with that quota share thereafter. Catcher vessel QS cannot be transferred
for use by another vessel class. For a more complete description of the current IFQ plans see the
recently adopted “final rule."

132 Alternative 2: Modified Block Proposal for Halibut

The modified block proposal for halibut would retain most of the features of the current IFQ
program. The same ownership constraints and the same catcher vessel size categories would continue
to apply. Again, permanent trading of QS would not be allowed across catcher vessel classes.

In addition, the modified block proposed amendment would add the following features to the halibut
IFQ plan in an effort to ensure that a diverse group of operations will remain in the fishery.

A. Under the Modified Block proposed amendment, initial allocations of QS worth less than
20,000 pounds of halibut IFQ in the implementation year will be placed into blocks. With
the exception of the "sweeping up” provisions noted below, QS that is placed into a block
will remain permanently in that block. For transfers, the entire block will need to be
transferred.

B. A "sweeping up" provision for halibut will allow very small blocks to be combined into a
fishable amount. The rule used is the same as that used in the Sitka and Full/Partial
Block proposals. Blocks with QS worth less than 1,000 pounds of halibut in the first-year
of the program can be combined as long as the resulting block does not contain QS that
would be (or would have been) worth more than 1,000 pounds of IFQ in the first year
of the program.

*The final rule for the Council’s IFQ program allows the use of catcher vessel IFQ on a freezer-
longliner as long as no frozen product is onboard during the trip (see SOCFR Section 676.22, subpart
i(3) in the Federal Register. 58 (215) 59375-59413). However, the Council recently voted to eliminate
this provision for halibut and making it more restrictive for sablefish (personal communication with
Jay Ginter).
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13.3

Under the Modified Block proposed amendment, initial allocations of halibu_t QS worth
20,000 pounds or more of IFQ in the implementation year will not be placed into blocks.
These "unblocked" QS are divisible and tradeable under the same rules as the current

IFQ plan.

Under the Modified Block proposed amendment, new ownership constraints would be
added. Persons may hold up to two halibut blocks for an area as long as they do not hold
any unblocked QS for the area. If a person holds some unblocked QS for an area, that
person can hold only one block for the area.

Alternative 3: Modified Block Proposal for Sablefish

The Modified Block proposed amendment for sablefish would retain most of the features of the
current IFQ program. The same ownership constraints and the same catcher-boat size categories
would continue to apply. Again, permanent trading of QS would not be allowed across catcher vessel

classes.

In addition, the Modified Block proposed amendment would add the following features to the
sablefish IFQ plan in an effort to ensure that a diverse group of operations will remain in the fishery.

A

Under the Modified Block proposed amendment, initial allocations of QS worth less than
20,000 pounds of sablefish IFQ in the implementation year will be placed into blocks.
With the exception of the "sweeping up” provisions noted below, QS that is placed into
a block will remain permanently in that block. For transfers, the entire block will need
to be transferred.

The sweeping up provision for sablefish will allow very small blocks to be combined into
a fishable amount. The rule used is the same as that used in the Sitka and Full/Partial
Block proposals for "sweeping up.” Blocks with QS worth less than 3,000 pounds of
sablefish in the first-year of the program can be combined as long as the resulting block
does not contain QS that would be (or would have been) worth more than 3,000 pounds
of IFQ in the first-year of the program.

Under the Modified Block proposed amendment for sablefish, initial allocations of
sablefish QS worth 20,000 pounds or more of IFQ in the implementation year will not be
placed into blocks. These "unblocked” QS are tradeable and divisible as in the current
IFQ plan.

Under the Modified Block sablefish proposed amendment, new ownership constraints
would be added. Persons may hold up to two sablefish blocks for an area as long as they
do not hold any unblocked QS for the area. If a person holds some unblocked QS for
an area, that person can hold only one block of QS for the area.
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1.4 Initial Distribution of QS/IFQ

The following tables provide estimates of the initial distribution of QS/IFQ by area and IFQ category
and the distribution of QS/IFQ after the sweep-up occurs. The tables were calculated using current
estimates of qualifying pounds and assuming 1991 TACs. The tables also assume the same veissel
category restrictions in the current IFQ plan and in the Modified Block proposed amendment.

Table 1.4-1 provides the initial distribution of halibut QS/IFQ holders by area and IFQ category
under the assumptions noted above. These estimates are shown under the "Current Status” heading.
The "After Consolidation” heading provides similar estimates assuming that the consolidation of
blocks below 1,000 pounds of IFQ has occurred. As can be seen, this sweep-up may lead to a
considerable reduction in QS holders, particularly in Areas 2C and 3A.

Note that a few persons in each area continue to have less than 1,000 pounds of IFQ after the
"sweep-up". This is because the sweep-up estimation methodology leaves one person in each “vessel
category” within an area with a "remainder” block which is worth less than 1,000 pounds.11

Table 1.4-2 provides estimates of the initial distribution of halibut IFQ by area and IFQ category
under the assumptions noted above. These estimates are under the "Current Status” heading. The
table also provides estimates of the distribution of halibut IFQ after the sweep-up in the "After
Consolidation” column.

In comparing Table 1.4-1 with Table 1.4-2 note that a high percentage of the initial halibut QS/IFQ
holders are in the under 1,000 pounds IFQ category, but a relatively small percentage of halibut IFQ
holdings are in this category.

Tables 1.4-3 and 1.4-4 provide similar information for the sablefish fishery. Table 1.4-3 provides the
initial distribution of sablefish QS/IFQ holders by area and IFQ category under the assumptions noted
above. These estimates are shown under the "Current Status” heading. The "After Consolidation"
heading provides similar estimates assuming that the consolidation of blocks below 3,000 pounds of
IFQ has occurred. As can be seen, this "sweep-up" may lead to a considerable reduction in QS
holders, particularly in the Central Gulf and Southeast Outside regulatory districts.

Note that a few persons in each area continue to have less than 3,000 pounds of IFQ after the
sweep-up. This is because the sweep-up estimation methodology leaves one person in each "vessel
category” within an area with a "remainder” block which is worth less than 3,000 pounds.

Table 1.4-4 provides estimates of the initial distribution of sablefish IFQ by area and IFQ category.
These estimates are shown under the "Current Status” heading. The Table also provides estimates
of the distribution of sablefish IFQ after the sweep-up of small blocks in the "After Consolidation"
column.

10Again, the actual distribution when the program is implemented may vary from these estimates.
This is because the actual distribution of qualifying pounds may vary from current estimates and
because TACs in the implementation year likely will be somewhat different than the 1991 TACs
assumed here. Final decisions regarding CDQ compensation will also affect the initial distribution of
QS. See the Appendix.

Urhe sweep-up estimation methodology is explained in Chapter 3.
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When comparing Table 1.4-1 with Table 1.4-2, note that the distribution of the initial sablefish
QS/IFQ holders by IFQ category is quite different than the initial distribution of IFQ by IFQ
category. Again, there are a relatively large number of QS/IFQ holders with relatively small QS/IFQ
holdings.
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E 1.4-1. Distribution of halibut IFQs assuming 1991 TACs. The table shows the number of persons:
TABL 1) as they currently stand, and 2) after the blocks under 1,000 lbs. IFQ are consolidated

within vessel classes.

Current Status After Consolidation
Hal ibut
Mgmnt 1FQs Number Number
Area (1000s) in Class Percent in Class Percent
2c < 0.5 767 32.3 2 0.1
0.5-1.0 309 13.0 2 0.1
1-5 802 33.8 1,171 70.2
5-10 308 13.0 308 18.5
10-20 155 6.5 155 9.3
20-30 25 1.1 25 1.5
30-40 * * * *
40.50 * * * *
2,371 1,668
3A < 0.5 1,018 31.5 3 0.1
0.5-1.0 280 8.7 2 0.1
1-5 880 27.2 1,256 54.3
5-10 359 1.1 359 15.5
10-20 320 9.9 320 13.8
20-30 124 3.8 124 5.4
30-40 84 2.6 84 3.6
40-50 47 1.5 47 2.0
50-60 32 1.0 32 1.4
60-70 24 0.7 24 1.0
70-80 20 0.6 20 0.9
80-90 16 0.5 16 0.7
90-100 7 0.2 7 0.3
>= 100 19 0.6 19 0.8
3,230 2,313
38 < 0.5 118 13.3 1 0.1
0.5-1.0 97 10.9 2 0.3
1-5 297 33.5 395 51.2
5-10 132 14.9 132 17.1
10-20 112 12.6 112 14.5
20-30 60 6.8 60 7.8
30-40 24 2.7 24 3.1
40-50 18 2.0 18 2.3
50-60 9 1.0 9 1.2
60-70 * * *
70-80 7 0.8 7 0.9
80-90 * * * *
>= 100 7 0.8 7 0.9
886 772
4A < 0.5 48 13.8 1 0.3
0.5-1.0 46 13.3 3 1.0
1-5 142 40.9 185 61.7
5-10 58 16.7 58 19.3
10-20 40 11.5 40 13.3
20-30 9 2.6 9 3.0
30-40 * * * *
40-50 * * * *
347 300
(con’t)
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TABLE 1.4-1 (con’t). Distribution of halibut IFQs assuming 1991 TACs. The table shows the number of
persons: 1) as they currently stand, and 2) after the blocks under 1,000 lbs. IFQ
are consolidated within vessel classes.

Current Status After Consolidation
Hal ibut
Mgmnt 1FQs Number Number
Area (1000s) in Class Percent in Class Percent
4B < 0.5 12 7.7 1 0.7
0.5-1.0 9 5.8 2 1.4
1-5 52 33.5 60 1.4
5-10 34 21.9 34 23.4
10-20 25 16.1 25 17.2
20-30 8 5.2 8 5.5
30-40 4 2.6 4 2.8
40-50 * *
50-60 5 3.2 5 3.4
70-80 * * * *
80-90 * * * k]
155 145
4C < 0.5 8 9.8 1 1.3
0.5-1.0 () 7.3 1 1.3
1-5 34 41.5 39 52.0
5-10 18 22.0 18 24.0
10-20 8 9.8 8 10.7
20-30 5 6.1 5 6.7
30-40 * * w *
40-50 * * * *
50-60 * * * »
82 75
4D < 0.5 7 10.6 . .
0.5-1.0 * * 2 3.3
1-5 21 31.8 22 36.1
5-10 20 30.3 20 32.8
10-20 9 13.6 9 14.8
20-30 3 4.5 3 4.9
30-40 * * * *
40-50 * * * *
66 61
4E < 0.5 17 75.5 4 7.5
0.5-1.0 1" 7.1 . .
1-5 23 14.8 45 84.9
5-10 4 2.6 4 7.5
155 53
All Areas Total -;:E;E-- -g:gg;--

Note: Asterisks have been inserted to preserve confidential data
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The table shows the sum of IF@s: 1) as

.4-2. Distribution of halibut 1FQs assuming 1991 TACs. f 1) a
TABLE 1.4-2 they currently stand, and 2) after the blocks under 1,000 Lbs. IFQ are consol idated within
vessel classes.
Current Status After Consolidation
Halibut
Mgmnt 1FQs 1FQ lbs. IFQ lbs.
Area (1000s) in Class Percent in Class Percent
2c < 0.5 147,141 2.0 527 0.0
0.5-1.0 223,551 3.0 1,166 0.0
1-5 2,010,571 27.2 2,379,571 32.2
5-10 2,116,655 28.6 2,116,655 28.6
10-20 2,106,103 28.5 2,106,103 28.5
20-30 619,752 8.4 619,752 8.4
30-40 * * * *
40-50 * * * *
7,400,000 7,400,000
3A < 0.5 175,153 0.7 772 0.0
0.5-1.0 203,100 0.8 1,481 0.0
1-5 2,174,012 8.2 2,550,012 9.6
5-10 2,608,511 9.8 2,608,511 9.8
10-20 4,415,005 16.6 4,415,005 16.6
20-30 3,031,070 1.4 3,031,070 1.4
30-40 2,876,176 10.8 2,876,176 10.8
40-50 2,093,049 7.9 2,093,049 7.9
50-60 1,757,812 6.6 1,757,812 6.6
60-70 1,560,944 5.9 1,560,944 5.9
70-80 1,483,937 5.6 1,483,937 5.6
80-90 1,377,433 5.2 1,377,433 5.2
90-100 672,509 2.5 672,509 2.5
>= 100 2,171,288 8.2 2,171,288 8.2
26,600,000 26,600,000
3B < 0.5 28,409 0.3 344 0.0
0.5-1. 71,529 0.8 1,594 0.0
1-5 783,792 8.9 881,792 10.0
5-10 958,907 10.9 958,907 10.9
10-20 1,572,897 17.9 1,572,897 17.9
20-30 1,513,668 17.2 1,513,668 17.2
30-40 844,330 9.6 844,330 9.6
40-50 787,376 8.9 787,376 8.9
50-60 478,299 5.4 478,299 5.4
60-70 * * *
70-80 513,998 5.8 513,998 5.8
80-90 * * *
>= 100 907,524 10.3 907,524 10.3
8,800,000 8,800,000
4A < 0.5 10,784 0.6 489 0.0
0.5-1.0 34,647 2.0 1,942 0.1
1-5 350,628 20.6 393,628 23.2
5-10 410,629 24,2 410,629 24.2
10-20 544,059 32.0 544,059 32.0
20-30 211,222 12.4 211,222 12.4
30-40 * * * *
[.0-50 * »* * *
1,700,000 1,700,000
(con’t)
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TABLE 1.4-2 (con’t). Distribution of halibut I1FQs assuming 1991 TACs. The table shows the sum of 1F@s:
1) as they currently stand, and 2) after the blocks under 1,000 lbs. IFQ are
consol idated within vessel classes.

Current Status After Consolidation
Halibut
Mgmnt IFQs IFQ Llbs. IFQ Llbs.
Area (1000s) in Class Percent in Class Percent
4B < 0.5 2,670 0.2 30 0.0
0.5-1.0 6,739 0.4 1,378 0.1
1-5 136,867 8.1 144,867 8.5
5-10 254,216 15.0 254,216 15.0
10-20 345,091 20.3 345,091 20.3
20-30 200,255 11.8 200,255 11.8
zg-gg 142;791 8.4 142,791 8.4
- * *
;g-gg 271;194 16;0 271,194 16.0
- * *
80-90 * * * *
1,700,000 1,700,000
4C < 0.5 1,666 0.3 474 0.1
0.5-1.0 4,374 0.7 566 0.1
1-5 94,545 15.8 99,545 16.6
5-10 131,120 21.9 131,120 21.9
10-20 107,510 17.9 107,510 17.9
gg-zg 132‘804 22;1 132‘804 22.1
- *
40-50 * * * *
50-60 * * * *
600,000 600,000
4D < 0.5 1,740 0.3 . .
0.5-1.0 * * 1,494 0.2
1-5 59,219 9.9 60,219 10.0
5-10 144,096 24.0 144,096 24.0
10-20 124,567 20.8 124,567 20.8
gg-zg 73‘242 12;2 73‘242 12.2
-, *
40-50 * * * *
600,000 600,000
4E < 0.5 15,616 15.6 770 0.8
0.5-1.0 7,153 7.2 . .
1-5 49,988 50.0 71,988 72.0
5-10 27,243 27.2 27,243 27.2
100,000 100,000
ALL Areas Total 47,500,000 "47,500,000

Note: Asterisks have been inserted to preserve confidential data
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TABLE 1.4-3. Distribution of sablefish 1FQs assuming 1991 TACs. The table shows the number of persons:
1) as they currently stand, and 2) after the blocks under 3,000 lbs. IFQ are consolidated

within each vessel class.

Current Status After Consolidation
Sablefish
Mgmt IFaQs Number Number
Area (1000s) in Class Percent in Class Percent
Aleutians < 1.0 14 10.2 1 0.8
1-3 13 9.5 2 1.7
3-5 14 10.2 22 18.2
5-10 22 16.1 22 18.2
10-20 23 16.8 23 19.0
20-30 11 8.0 1" 9.1
30-40 6 4.4 6 5.0
40-50 9 6.6 9 7.4
50-60 4 2.9 4 3.3
60-70 3 2.2 3 2.5
70-80 * * * %*
80.90 * * * *
90-100 * * * *
>= 100 13 9.5 13 10.7
137 121
Bering Sea < 1.0 37 24.0 2 1.7
1-3 16 10.4 1 0.8
3-5 9 5.8 23 19.5
5-10 21 13.6 21 17.8
10-20 27 17.5 27 22.9
20-30 10 6.5 10 8.5
30-40 11 7.1 1" 9.3
40-50 4 2.6 4 3.4
50-60 6 3.9 () 5.1
60-70 * * * *
70-80 * * * *
90-100 * * *
>= 100 é 3.9 6 5.1
154 118
Central Gulf < 1.0 184 28.9 1 0.2
1-3 88 13.8 2 0.5
3-5 35 5.5 106 24.2
5-10 45 7.1 45 10.3
10-20 7 11.2 4! 16.2
20-30 37 5.8 37 8.4
30-40 28 4.4 28 6.4
40-50 19 3.0 19 4.3
50-60 16 2.5 16 3.7
60-70 16 2.5 16 3.7
70-80 15 2.4 15 3.4
80-90 9 1.4 9 2.1
90-100 12 1.9 12 2.7
>= 100 61 9.6 61 13.9
636 438
Southeast < 1.0 137 21.2 1 0.2
Qutside 1-3 77 11.9 3 0.6
3-5 60 9.3 122 24.4
5-10 101 15.6 101 20.2
10-20 m 17.2 m 22.2
20-30 60 9.3 60 12.0
{con’t)
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BLE 1.4-3 t). Distribution of sablefish IFQs assuming 1991 TACs. The table shows the number of
b (con®) persons: 1) as they currently stand, and 2) after the blocks under 3,000 lbs. IFQ

are consolidated within each vessel class.

Current Status After Consolidation
Sablefish
Mgmt 1FQs Number Number
Area (1000s) in Class Percent in Class Percent
Southeast 30-40 29 4.5 29 5.8
Cutside 40-50 20 3.1 20 4.0
(con't) 50-60 | 17 2.6 | 17 3.
60-70 7 1.1 7 1.4
70-80 6 0.9 6 1.2
80-90 5 0.8 5 1.0
90-100 4 0.6 4 0.8
>= 100 13 2.0 13 2.6
647 499
Western Gulf < 1.0 30 16.2 2 1.3
1-3 19 10.3 1 0.7
3-5 12 6.5 26 17.0
5-10 30 16.2 30 19.6
10-20 39 21.1 39 25.5
20-30 14 7.6 14 9.2
30-40 14 7.6 14 9.2
40-50 7 3.8 7 4.6
60-70 3 1.6 3 2.0
70-80 * * * *
90-100 * * * *
>= 100 12 6.5 12 7.8
185 153
West Yakutat < 1.0 9% 23.1 3 1.0
1-3 57 14.0 1 0.3
3-5 34 8.4 79 25.9
5-10 60 14.7 60 19.7
10-20 51 12.5 51 16.7
20-30 27 6.6 27 8.9
30-40 21 5.2 21 6.9
40-50 " 2.7 1 3.6
50-60 10 2.5 10 3.3
60-70 7 1.7 7 2.3
70-80 6 1.5 6 2.0
80-90 6 1.5 é 2.0
90-100 5 1.2 S 1.6
>= 100 18 4.4 18 5.9
407 305
Unknown < 1.0 ] 25 100.0 | .
All Areas Total 2,191 1,634
Notes: This table includes persons who were originally assigned IFQs of 0 due to their small

amount of quota shares (blocks).

Asterisks have been inserted to preserve confidential data
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The table shows the sum of 1FQs: 1)

TABLE 1.4-4. Distribution of sablefish IFQs assuming 1991 TACs.
as they curreqtly stand, and 2) after the blocks under 3,000 lbs. IFQ are consolidated in
each vessel class.
Current Status After Consolidation
Sablefish
Mgmt IF@s IFQ Lbs. 1FQ lbs.
Area (1000s) in Class Percent in Class Percent
Aleutians < 1.0 5,203 0.1 502 0.0
1-3 23,545 0.4 4,246 0.1
3-5 55,269 1.0 79,269 1.5
5-10 158,048 3.0 158,048 3.0
10-20 320,725 6.1 320,725 6.1
20-30 282,828 5.3 282,828 5.3
30-40 203,308 3.8 203,308 3.8
40-50 400,929 7.6 400,929 7.6
50-60 211,487 4.0 211,487 4.0
60-70 191‘359 3;6 191‘359 3;6
Lo . . . .
90-100 * * * *
>= 100 2,994,266 56.6 2,994,266 56.6
5,291,062 5,291,062
Bering Sea < 1.0 13,801 0.4 295 0.0
1-3 30,335 0.9 1,841 0.1
3-5 32,099 0.9 74,099 2.2
5-10 166,337 4.9 166,337 4.9
10-20 391,625 11.5 391,625 11.5
20-30 248,106 7.3 248,106 7.3
30-40 366,030 10.7 366,030 10.7
40-50 176,148 5.2 176,148 5.2
50-60 336,885 9.9 336,885 9.9
60-70 * * * *
70.80 * * * *
$0-100 * * * *
>z 100 1,150,382 33.7 1,150,382 33.7
3,417,152 3,417,152
Central Gulf < 1.0 54,454 0.3 506 0.0
1-3 162,655 0.9 3,603 0.0
3-5 132,276 0.7 345,276 1.9
5-10 326,171 1.7 326,171 1.7
10-20 1,038,852 5.6 1,038,852 5.6
20-30 925,601 5.0 925,601 5.0
30-40 984,288 5.3 984,288 5.3
40-50 834,838 4.5 834,838 4.5
50-60 878,004 4.7 878,004 4.7
60-70 1,023,772 5.5 1,023,772 5.5
70-80 1,113,213 6.0 1,113,213 6.0
80-90 766,297 4.1 766,297 4.1
90-100 1,147,759 6.2 1,147,759 6.2
>= 100 9,262,627 49.7 9,262,627 49.7
18,650,806 18,650,806
Southeast < 1.0 40,961 0.4 691 0.0
Cutside 1-3 151,037 1.5 5,308 0.1
3-5 232,806 2.2 418,806 4.0
5-10 717,112 6.9 717,112 6.9
10-20 1,620,161 15.6 1,620,161 15.6
20-30 1,454,948 14.0 1,454,948 14.0
(con’t)
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TABLE 1.4-4 (con’t).

Distribution of sablefish IFQs assuming 1991 TACs.
1FQs: 1) as they currently stand, and 2) after the blecks under 3,000 Lbs. IFQ are

consolidated in each vessel class.

Current Status

After Consolidation

Sablefish
Mgmt IFQs 1FQ Lbs. 1FQ lbs.
Area (1000s) in Class Percent in Class
Southeast 30-40 998,948 9.6 998,948 9.6
Cutside 40-50 908,383 8.8 908,383 8.8
(con’t) 50-60 925,249 8.9 925,249 8.9
60-70 453,045 h.b 453,045 4.4
70-80 460,254 4.4 460,254 4.4
80-90 418,918 4.0 418,918 4.0
90-100 374,385 3.6 374,385 3.6
>= 100 1,612,224 15.5 1,612,224 15.5
10,368,432 10,368,432
Western Gulf <1.0 10,891 0.2 122 0.0
1-3 34,215 0.7 2,984 0.1
3-5 46,649 0.9 88,649 1.7
5-10 220,482 4.3 220,482 4.3
10-20 591,097 11.5 591,097 11.5
20-30 359,570 7.0 359,570 7.0
30-40 481,485 9.3 481,485 9.3
40-50 316,801 6.1 316,801 6.1
60-70 189,750 3.7 189,750 3.7
70-80 * * L] *
90-100 * * * *
>= 100 2,495,453 48.4 2,495,453
5,158,654 5,158,654
West Yakutat < 1.0 31,151 0.4 1,002 0.0
1-3 106,659 1.3 1,808 0.0
3-5 134,525 1.6 269,525 3.2
5-10 453,883 5.4 453,883 5.4
10-20 747,007 8.8 747,007 8.8
20-30 653,377 7.7 653,377 7.7
30-40 750,005 8.8 750,005 8.8
40-50 470,087 5.5 470,087 5.5
50-60 533,293 6.3 533,293 6.3
60-70 458,226 5.4 458,226 5.4
70-80 456,793 5.4 456,793 5.4
80-90 503,244 5.9 503,244 5.9
90-100 476,392 5.6 476,392 5.6
>= 100 2,706,565 31.9 2,706,565 31.9
8,481,207 8,481,207
All Areas Total 51,367,312 51,367,312
Notes: This table includes persons who were originally assigned IFQs of 0 due to their small

amount of quota shares (blocks).

Asterisks have been inserted to preserve confidential data
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2.0 NEPA REQUIREMENTS: ENVIRONMENTAL IMPACTS OF THE ALTERNATIVES

An environmental assessment (EA) is required by the National Environmental Policy Act of 1969
(NEPA) to determine whether the action considered will result in significant impact on the human
environment. The environmental analysis in the EA provides the basis for this determination and
must analyze the intensity or severity of the impact of an action and the significance of an action with
respect to society as a whole, the affected region and interests, and the locality.

If the action is determined not to be significant based on an analysis of relevant considerations, the
EA and resulting finding of no significant impact (FONSI) would be the final environmental
documents required by NEPA. An environmental impact study (EIS) must be prepared if the
proposed action may cause a significant impact on the quality of the human environment.

An EA must include a brief discussion of the need for the proposal, the alternatives considered, the
environmental impacts of the proposed action and the alternatives, and a list of document preparers.
The purpose and alternatives were discussed in Sections 1.2 through 1.3, and the list of preparers is
in Chapter 8. This chapter contains the discussion of the environmental impacts of the alternatives
including impacts on threatened and endangered species and marine mammals.

2.1 Environmental Impacts of the Alternatives

Alternatives 2 and 3, the Modified Block proposed amendments for halibut and sablefish, would not
alter the initial distribution of QS relative to the current IFQ programs (Alternative 1). These
alternatives could however impact the future distribution of QS, as they add some new constraints
on QS ownership and transferability.

Chapter 3 of this report indicates that maximum potential consolidation in the sablefish and halibut
fisheries is expected to decrease under these alternatives relative to the current plan. If actual
consolidation is related to maximum potential consolidation, then it is likely that there will be more
fishing operations remaining in these fisheries under the Modified Block alternatives than under the
status quo.

Nevertheless, the Modified Block proposal maintains the essential elements of an IFQ program, and
as such should reduce or eliminate many of the problems associated with the "race for the fish." Thus
the environmental impacts of the Modified Block proposed amendment are not expected to be
substantially different than the current IFQ programs that has been approved by the Secretary of
Commerce. Sections 2.2.19 through 2.2.27 of the Supplemental Analysis describe potential
conservation and environmental impacts of the status quo.
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2.2 Impacts on Threatened or Endangered Species

The following species, currently listed under the ESA, are present in the BSAI and GOA
management areas.

Endangered
Northern right whale Balaena glacialis
Gray whale Eschrichtius robustus
Sei whale Balaenoptera borealis
Blue whale Balaenoptera musculus
Fin whale Balaenoptera physalus
Humpback whale Megaptera novaeangliae
Sperm whale Physeter macrocephalus
Snake River sockeye salmon Oncorhynchus nerka
Short-tailed albatross Diomedea albatrus
Threatened
Steller sea lion Eumetopias jubatus
Snake R. spring/summer chinook salmon Oncorhynchus tshawytscha
Snake R. fall chinook salmon Oncorhynchus tshawytscha
Spectacled eider Somateria fischeri

To date, critical habitat has only been designated for the Steller sea lion.

Other sensitive seabird/marine bird species are listed below and include Category 1 and Category 2
species. Category 1 species are eligible for listing and await only the processing of higher priority
species. Category 2 species are currently under review by the Fish and Wildlife Service for possible
listing. Steller’s eider is a category 1 species; all others are category 2 species.

Steller’s eider Polysticta stelleri

Marbled murrelet Brachyramphus marmoratus
Red-legged kittiwake Rissa brevirostris

Kittlitz’s murrelet Brachyramphus brevirostris

Status of Section 7 Consultations for above listed species:

Cetaceans: Formal consultation on the effects of the GOA groundfish fishery on listed cetaceans was
concluded on April 19, 1991. The biological opinion issued for that consultation considered all
aspects of the fishery and concluded that the fishery was unlikely to adversely affect listed cetaceans.
The April 19, 1991, biological opinion on the effects of the BSAI groundfish fishery on listed species
did not specifically evaluate effects to listed cetaceans in any detail. Instead it incorporated by
reference, an earlier biological opinion on the effects of the BSAI groundfish fishery on cetaceans,
issued December 14, 1979, and the biological opinion issued July 5, 1989, on the marine mammal
exemption program. The April 19, 1991, BSAI opinion reiterated the conclusion of these earlier
opinions that the BSAI groundfish fishery was unlikely to jeopardize listed cetaceans. Unless there
is some change in the GOA or BSAI fishery or information on cetaceans that would indicate an
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effect or relationship exists that we have not previously considered, it is not necessary to reinitiate
consultation for these species.

Salmon: Effects of the GOA and BSAI groundfish fisheries on listed salmon were considered by
informal consultations with the NMFS Northwest Region for fishing years 1992 and 1993 (February
20, 1992, April 21, 1993, respectively). In addition to the environmental assessment documents on
the fisheries, the Alaska Region wrote a biological assessment (March 17, 1993) and the decisional
document that accompanied the April 21, 1993, memorandum concluding that salmon species listed
under the ESA were not likely to be adversely affected by the 1993 TAC:s, or by a change of the non-
roe pollock fishing season in the BSAIL. Subsequent informal Section 7 consultation occurred for
BSAI Amendment 28 (June 7, 1993), and for GOA Amendment 31 (September 22, 1993).

Consultation for fishing year 1994 and for future years needs to be addressed. The Northwest Region
stated their intention to rely on multiple-year consultations when the effects of an action on listed
salmon can be evaluated adequately over the long term. We have also been advocating this approach.
Tamra Faris and Jessica Gharrett are writing a biological assessment containing a description of
anticipated fishing activities conducted under the FMPs, including annual specification amounts, in
multiple-year terms and the current information on potential takings by the fishery of the listed
salmon. Peter Dygert, NW Region, has been in contact with us regarding the information assessment
and its packaging. When the impact analysis is complete, we should again confer with the NW
Region to agree on a time frame for the consultation and to determine whether a formal or informal
consultation is required. At a minimum, the process will be completed before calendar year 1993
ends.

Steller sea lions: Formal consultation on the effects of the BSAI and GOA groundfish fisheries on
Steller sea lions was concluded on April 19, 1991. The biological opinions issued for these
consultations considered all aspects of the fisheries and concluded that the BSAI and GOA fisheries
were unlikely to jeopardize the continued existence and recovery of the Steller sea lion population.
Subsequently, Section 7 consultation has been reinitiated for every change to the FMP or fishery that
could affect Steller sea lions. Numerous informal consultations have been conducted; formal
consultation was reinitiated for FM actions that appeared likely to result in adverse effects.
Specifically, formal consultation was conducted and biological opinions issued for: (1) GOA 1991
pollock TAC, June 5, 1991; (2) GOA 1991 pollock fourth quarter allocation, September 20, 1991;
(3) 1992 GOA TAC specifications, December 23, 1991; (4) 1992 BSAI TAC specifications, January
21, 1992; and (5) Amendment 18 to the BSAI FMP (inshore/offshore), March 4, 1992. PRMD will
continue to track FM actions and will consult, formally and informally, as needed. The next
anticipated consultation will consider effects of the 1994 TAC specifications, following the December
1993 meeting of the North Pacific Fishery Management Council.

Seabirds: Formal consultation was concluded on the effects of the NMFS Interim Incidental Take
Exemption Program on the short-tailed albatross and other species listed under the ESA and under
the jurisdiction of the USDI Fish and Wildlife Service (FWS) on July 3, 1989. That consultation
concluded that BSAI and GOA groundfish fisheries would adversely affect the short-tailed albatross
and would result in the incidental take of up to two birds per year, but would not jeopardize the
continued existence of that species. A technical memorandum dated July 21, 1989, from the FWS
to NMFS documented actions intended to reduce incidental take of the marbled murrelet, a species
not listed, but a category 2 candidate. Subsequently, Section 7 consultation has been reinitiated for
major changes to the FMP or fishery that might affect the short-tailed albatross; these have been
informal consultations, and have concluded that no additional adverse impacts beyond those in the
aforementioned formal consultation would occur. These subsequent informal consultations include:
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(1) 1992 BSAI and GOA TAC specifications, January 17, 1992; (2) 1993 BSAI and GOA TAC
specifications, February 1, 1993, and clarified February 12, 1993; (3) delay of the second quarter
pollock fishing season in the GOA, December 22, 1992; (4) careful release of halibut in hook-and-line
fisheries, March 12, 1993; (5) delay of the second pollock fishing seasons in the BSAI and GOA,
March 12, 1993; (6) BSAI Amendment 28, April 14, 1993; (7) GOA Amendment 31, July 21, 1993;
and (8) 1994 BSAI and GOA TAC specifications, February 14, 1994.

None of the alternatives considered under this action will affect any of the above listed or candidate
species.

23 Impacts on Marine Mammals

The Supplemental Analysis notes that under the IFQ program, which is Alternative 1 in this analysis,
"the patterns of fishing in this fishery would change from a very brief opening with highly
concentrated effort to an extended fishery over both time and space with effort being less
concentrated but occurring over a longer time period and possibly over greater areas. Adverse
interactions between fisheries and marine mammals have often been thought to be directly related
to the concentration of fisheries in time and space. To the extent that is true for the fixed gear
halibut and sablefish fisheries, the IFQ program, which will disperse the fishery in time and space,
will decrease such effects."12

The Supplemental Analysis suggests that it may be less likely that marine mammals and longline gear
will be at the same place at the same time if the fishery can be spread out in time and space. There
is, however, a possibility that interactions with marine mammals, specifically killer whales, may
increase as fishing effort is spread out over time and space.

Dalheim (1988) has documented interactions between longline fishermen and killer whales primarily
in Prince William Sound and the Aleutian Islands. The killer whales are opportunistic feeders and
learn to recognize the presence of longline gear in the area (by vessels and buoys) and respond to
the sound of gear retrieval. As the longline gear is being retrieved and the sablefish are in the upper
water column and on the water surface, killer whales may consume fish off the hooks. This results
in less harvest to the vessel per unit of gear deployed. The "adverse impacts" occur if fishermen
injure killer whales in their attempts to discourage them from feeding on the sablefish.

Some have suggested that confining longline gear to a narrow window of time may limit the amount
of gear that is subject to killer whale predation because the whales can only be in one place at a time
and there are not enough of them to be present at all gear retrievals.13” If so, spreading longline
gear retrieval out over time, as is the objective of the IFQ program, may provide a larger window of
opportunity for killer whales to prey on the gear as it is being retrieved. However, if this occurs,
fishermen will have increased time under an IFQ system to wait until killer whales move away from
the area where their gear is set, to deploy dummy gear or to use other methods to distract or dissuade
the killer whales.

12 Supplemental Analysis, page 7-9.

Bpersonal Communication with Tamra L. Faris, a fishery biologist with the Protected Resources
Management Division, NMFS Alaska Region in Juneau, Alaska.
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Marine mammal interactions in the longline fisheries for halibut and sablefish are currently monitored
through the Marine Mammal Exemption Program (MMEP). Under this program, all longline
fisheries in the GOA and BSAI are categorized as to their expected impact on marine mammals. If
increased interactions between fishermen and marine mammals occur in the future as a result of the
IFQ program or amendments to it, changes in the classification and monitoring of these longline
fisheries may be needed.

The Modified Block proposed amendment considered in this analysis is expected to result in less
consolidation of IFQ and, therefore, more individual fishing operations. While it is possible that an
IFQ program may provide increased opportunities for killer whales to feed off sablefish while longline
gear is being retrieved, the extent to which killer whale interactions will change is unknown. The
change in fishing effort as a result of the modified block amendment is not expected to result in a
significant increase in interactions with marine mammals over and above that which will be
experienced under the current IFQ program (status quo).

2.4 Conclusions or Findings of No Significant Impact

Under NEPA an action has a significant impact if it does the following:

jeopardizes the productive capability of the stocks;

damages ocean and coastal habitats

adversely impacts public health or safety

adversely affects endangered species or marine mammals; and/or
has cumulative effects on stocks.

ppp o

The Modified Block proposed amendments are unlikely to jeopardize the productive capability of the
stocks or have cumulative effects on the stocks. Sections 2.2.19 through 2.2.27 of the Supplemental
Analysis describe the conservation and environmental impacts of the current IFQ program. The
Modified Block amendment may increase the number of fishing operations remaining in the fishery,
but will still reduce the "race for the fish" and reduce stock losses associated with fishing mortality
due to the lost gear and discarded bycatch.

The increase in the number of fishing operations may increase enforcement problems associated with
undereporting, highgrading, and misreporting the area of catch relative to the current IFQ program.
Nevertheless, it is currently expected that the plan administrator and fishery managers will be able
to contain such problems, should they occur, so that the stocks are not jeopardized. An IFQ program
under the Modified Block amendment should not be significantly different than the current program
with respect to the need to contain such problems.

The Modified Block amendment should not impact threatened or endangered species relative to the
status quo. The IFQ program with the Modified Block amendment is expected to have no impacts
on marine mammals relative to the current IFQ program. The Modified Block amendment is not
likely to impose significant damages on ocean and coastal habitats.

The Modified Block amendment should not adversely affect public health or safety. Section 2.2.1 in

the Supplemental Analysis indicates that the current IFQ program is expected to increase the safety
of fishermen "by reducing substantially the incentive fishermen have to disregard factors that increase
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the risk of accidents."* An IFQ program does this by reducing “the race for the fish” and thereby
reducing the opportunity cost of safety. An IFQ program with the Modified Block amendment would
provide similar incentives with respect to safety.

In summary, the halibut and sablefish Modified Block proposed amendments are not expected to have
significant impacts under NEPA.

14Supplemental Analysis page 2-3.
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3.0 REGULATORY IMPACT REVIEW: SOCIAL AND ECONOMIC IMPACTS OF THE
ALTERNATIVES

This chapter provides information about the economic and socioeconomic impacts of the alternatives
including identification of the individuals or groups that may be affected by the action, the nature of
the impacts, quantification of the economic impacts if possible, and discussion of the tradeoffs
between qualitative and quantitative benefits and costs.

The requirements for all regulatory actions specified in E.O. 12866 are summarized in the following
statement from the order:

In deciding whether and how to regulate, agencies should assess all costs and benefits
of available regulatory alternatives, including the alternative of not regulating. Costs and
benefits shall be understood to include both quantifiable measures (to the fullest extent
that these can be usefully estimated) and qualitative measures of costs and benefits that
are difficult to quantify, but nevertheless essential to consider. Further, in choosing
among regulatory approaches, agencies should select those approaches that maximize net
benefits (including potential economic, environment, public health and safety, and other
advantages; distributive impacts; and equity), unless a statute requires another regulatory
approach.

This chapter also addresses the requirements of both E.O. 12866 and the Regulatory Flexibility Act
to provide adequate information to determine whether an action is “significant” under E.O. 12866 or
will result in "significant” impacts on small entities under the RFA. E.O. 12866 defines a "significant
regulatory action” as likely to result in (1) an annual effect on the economy of $100 million or more;
(2) an adverse effect in a material way on the economy, a sector of the economy, productivity,
competition, jobs, the environment, public health or safety, or State, local or tribal governments or
communities; or (3) a novel legal or policy issue. Requirements of the RFA are addressed in Section
4.

This chapter provides an RIR for the Modified Block proposed amendment alternatives. An
objective of the Modified Block proposed amendment is to reduce the potential for consolidation of
QS relative to the current plan and to find a means to alter a portion of the QS so that the shares
tend to be less attractive to full-time operations. In particular, the proposed amendment seeks to
reduce consolidation by placing the QS that are initially worth less than 20,000 pounds of IFQ into
blocks and restricting the number of blocks that any person can hold.

While small amounts of QS will be allocated under the current program, and nothing precludes any
fisherman from buying a small amount of QS if small amounts are profitable, some fear that
consolidation will result in a small number of operations with relatively large holdings.

The Modified Block proposal seeks to guarantee that a large number of small blocks of QS will
continue to exist. The existence of a large number of small blocks will ensure that some quota shares
will continue to be available to support a part-time fleet and an entry level fishery.

Aspects pertinent to the Modified Block proposed amendment have been explored above. The main

focus of this section is to examine to what extent the Modified Block proposed amendment alters the
potential for maximum consolidation relative to the current plan.
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A more difficult question is how actual consolidation would be altered by the different alten?ati\fes.
These authors suspect that actual consolidation will be less than the maximum possible consolidation
(minimum number of quota share holders) under all alternatives, including the current plan.
Nevertheless, actual consolidation is difficult to forecast.

The rough estimates of the maximum potential consolidation contained herein may provide an index
of the relative ranking of alternatives with respect to consolidation. The Status Quo alternative used
in this analysis is the current IFQ plans for sablefish and halibut. Section 3.1 covers the Status Quo
alternative, Section 3.2 covers the Modified Block proposed amendment for halibut and Section 3.3
covers the Modified Block proposed amendment for sablefish.

3.1 Alternative 1: The Status Quo: The Current IFQ Plans

The Modified Block proposal would amend the current IFQ plans for sablefish and halibut. Thus
for the purpose of this analysis, the plan is the status quo.

The Supplemental Analysis indicates that the ownership cap15 restrictions, to the extent that they
are enforceable, will prevent the number of QS holders and the number of vessels from falling below
the following levels:

Halibut:

1. Area 2C-3B halibut (together): 200 QS owners.

2. Area 4A-4E halibut (together): 200 QS owners.

3. Area 2C halibut: 100 QS owners.

4. All areas (together): 200 QS owners.
Sablefish:

1. EEZ wide sablefish: 100 QS owners and 100 boats.

2. Gulf of Alaska sablefish East of 140° W : 100 QS owners and 100 boats.
This is the maximum possible consolidation that could occur under the program (assuming no cap
enforcement problems). The Supplemental Analysis indicated that it was not clear how far
consolidation of QS actually would go under the IFQ program. In part, it will depend upon whether
or not operations which specialize in the halibut or sablefish fishery will tend to be more profitable
with respect to using IFQs than will operations which are more diversified.16
The Supplemental Analysis used harvesting cost models to help predict the net economic benefits
which would result from the halibut IFQ program. The harvesting cost model for halibut was used

with vessels that had landings of at least 500 pounds in areas 2C, 3A, 3B, or 4A. Without an IFQ
program there were approximately 3,796 vessels in this category in 1990. Among other things, the

SInformation on the ownership caps is provided in Part I and Part II of this report.

16See the Supplemental Analysis, page 2-45.
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harvesting cost model was used to estimate the number of vessels which would remain in the IFQ
fishery under different assumptions.

Assuming that there would be consolidations of QS within a vessel category but not across vessel
categories, and that each remaining vessel would be involved in the fishery for 200 days a year, the
halibut harvesting cost model predicted that the number of vessels would decline from approximately
3,796 vessels to the 147 to 192 vessel range. Using the same assumptions, but allowing consolidation
across vessel categories produced an estimate of 72 to 94 vessels. All of these numbers were below

the maximum ownership caps set by the Council.

The halibut harvesting cost model predicted higher remaining fleet levels if each vessel would be
involved in the halibut fishery only 50 days a year. Here the estimate ranged from 588 to 768 vessels.
Under these assumptions, the ownership caps would not be binding.

The Supplemental Analysis suggested that the number of vessels in the sablefish fishery could fall
below 100 in the absence of ownership caps.1? If so, the ownership caps would be binding and 100
vessels would be the minimum that would occur after maximum consolidation. However, it is unclear
that actual consolidation would go that far.

This analysis will concentrate on rough estimates of the maximum potential consolidation under each
alternative. For purposes of this analysis, the levels implied by the ownership caps above will be used
as the estimates for maximum potential consolidation under the current IFQ plan which is the Status
Quo alternative.

3.2 Alternative 2: The Modified Block Proposal for the Halibut Fishery

Alternative 2 is the Modified Block proposed amendment for halibut, which was developed by the
Council at its September 1993 meeting. This proposal maintains the four vessel categories in the
current halibut IFQ program. These four categories are the freezer-longliner class, the less than or
equal to 35 feet catcher vessel class, the greater than 35 to 60 feet catcher vessel class, and the
greater than sixty feet catcher vessel class. Permanent transfers of QS across vessel categories are
not allowed.

The Modified Block proposal will place initial allocations of QS worth less than 20,000 pounds of
halibut IFQ in the implementation year into blocks. QS that is in a block can only be permanently
traded as a block.18

Small blocks with QS worth less than 1,000 pounds of halibut IFQ in the first year of the program
can be combined as long as the resulting block is worth 1,000 pounds or less. This has been termed
the "sweeping up" provision and is intended to turn all blocks into “fishable” amounts of QS. The
same prov}sgion existed in the Sitka Block alternatives in Part I and the Full/Partial Block alternatives
in Part II

17See Table 2.2 of the Supplemental Analysis.

1845 in the other block proposals, the IFQ issued to a block can be leased to the extent allowed
under the Council’s current plan.

PNote that the "sweeping-up" could occur in any year. The rule on this provision will need to be
written with care.
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Initial allocations of QS worth 20,000 pounds or more of IFQ in the implementation year will remain
*unblocked.” Unblocked QS can be traded under the same rules that QS can be traded under the
current plan. Unlike blocked QS which must be traded as a whole, persons would be able to sell any
portion of their unblocked QS holdings.

The Modified Block proposal would add new ownership constraints to the current IFQ program.
Persons could still hold QS up to the ownership constraints in the current plan. However, persons
who hold any unblocked QS in an area can only hold one block of QS for that area. Persons who
hold no unblocked QS in an area can hold up to two blocks of QS in that area.20

The Council developed the Modified Block proposal at its September 1993 meeting after reviewing
Part I of this report on the Sitka Block proposal and Part II of this report on the Full/Partial Block
proposal. The Council felt that the Modified Block proposal would achieve the objective of these
earlier block proposals with fewer restrictions on the flexibility and economic efficiency of the IFQ
program as a whole.

The Modified Block proposal seeks to guarantee that a number of small blocks will be available for
new entrants, the small part-time fleet, and diversified operations which want to participate on a part-
time basis. Many of these blocks are expected to be unattractive to more full-time operations, given
their size and the constraints on holding QS in blocks.

Similarly, persons who want to participate in the halibut fishery on a more full-time basis will be able
to trade unblocked halibut QS in the same fashion that they would be able to trade QS under the
current IFQ program. For full-time participants, the Modified Block alternative is intended to be
more flexible and less restrictive than either the Sitka Block or Full/Partial Block alternatives.

Table 3.2-1 provides estimates of maximum potential consolidation of halibut QS holders under the
Modified Block proposal. Estimates of the minimum remaining number of halibut QS holders should
maximum potential consolidation occur are provided by area and vessel category with totals by area.
The table includes a breakdown of the minimum remaining number of QS holders in the "blocked”
and "unblocked" categories. Note that under the estimation procedures described below, a few of the
persons holding unblocked QS will also hold one block of QS.

Table 3.2-1 also provides estimates of the initial number of halibut QS holders with a breakout into
blocked and unblocked categories. Note that this “initial number” is not the number of QS holders
at initial allocation but an estimate of the number of QS holders after the “sweeping-up” provision
has been applied.21 The sweeping-up provision was assumed to occur entirely among holders of
blocked halibut QS.

The estimates of maximum potential consolidation were made assuming that holders of unblocked
halibut QS would want to hold the maximum amount allowed under the most binding QS ownership

20Again, with the exception of the "sweeping up” provision.

2The minimum number of blocks and blockholders remaining after sweep-up was done by adding
up blocks with QS worth less than 1,000 pounds of IFQ in the first year of the program (assuming 1991
TACs) and dividing by 1,000. This will overestimate the amount of consolidation which will occur with
the sweep-up. Note also that the sweep-up can occur over time and that the rule for the sweep-up will
need to be written with care.
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constraint for an area. In the table, the most binding QS ownership constraint for an area is
translated into IFQ assuming 1991 TACs.22

The minimum remaining number of unblocked halibut QS holders (should the maximum possible
consolidation occur) was calculated by taking the total amount of unblocked QS and dividing by the
most binding ownershlp constraint. Within an area and vessel class, this left most unblocked QS
holders with the maximum amount of QS allowed under the most binding ownership constraint.

However, under this estimation procedure, one unblocked halibut QS holder in each vessel category
(the remainder from the division) had less than the maximum QS allowed. This person was assigned
a QS block from the category which would bring the person’s total QS holdings as close as possible
to the most binding ownership constraint without exceeding it.

The minimum number of halibut QS block holders should maximum consolidation occur was then
calculated by taking the remaining number of blocks in each category, dividing by two, and rounding
up to the nearest whole number. This was done because under the proposal, a person who holds no
unblocked QS can hold up to two blocks of QS for the area.?

The results of these calculations also can be seen in Table 3.2-1. Over all areas, persons holding
halibut QS blocks initially (after swcep-up) are estimated to represent approximately 89.1% (4,802
out of 5,387) of all QS holders. If maximum potential consolidation occurs the number of persons
who hold QS blocks only (hold no unblocked QS) would fall by approximately 50%.2

Under the estimation 26proc:e:dure:s, usually one block in each vessel category is assigned to an
unblocked QS holder.”’ If maximum potential consolidation occurs, the percentage of QS holders

2Note that some fishermen may prefer to fish in multiple areas. This methodology assumes that
full-time fishermen will try to reach their maximum allowed QS ownership cap with QS holdings in a
single area.

BNote that some persons may be allocated QS which is worth more than the most binding QS
ownership cap for an area. With unblocked QS, the methodology used herein assumes that over time,
no person will have more than the ownership cap. However, under special circumstances described
below, some "blocked” QS may exceed the QS ownership cap.

24Exceptions to this are noted below. If a block would exceed the ownership cap then no further
consolidation occurs under the methodology. Such occurrences may be possible depending upon the
actual distribution of QS and TACs in the implementation year.

2These estimates are approximate only. The reader should be cautious of the totals across vessel
categories, as they do not necessarily represent the number of "unique® QS holders. Recall that these
numbers are after "sweep-up" and that some persons will receive initial allocations of QS in more than
one IPHC area.

%Three cases where a block does not get combined with unblocked QS can be seen in Table 3.2-1.
These are the following:

1. When there are no initial unblocked QS holders (see Area 2C, catcher vessel class <=
35 feet).
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who hold QS in blocks only would increase in each category. Thus the percentage of all QS holders
who are likely to be part-time fishermen will increase after consolidation.

The estimated number of unblocked QS holders falls by a much larger percentage in each category
and area. An individual can buy unblocked QS up to the most binding ownership constraint for an
area. Thus the maximum potential consolidation of unblocked halibut QS among full-time
participants is much larger on a percentage basis than the maximum potential consolidation of

blocked QS.

Under this alternative, the estimated minimum possible number of halibut QS holders should
maximum potential consolidation occur is highest in Area 3A at 1,050. This would also represent a
rough estimate of the minimum number of QS holders across all areas should maximum potential
consolidation occur.2’

It should be noted that maximum potential consolidation under the modified block proposal for
halibut tends to be somewhat greater than it would be under similar Sitka Block and Full/Partial
Block alternatives with a two block rule.2® This is because both the Sitka Block and Full/Partial
Block alternatives make it difficult for a full-time operator to obtain enough QS to reach the
ownership constraint. Nevertheless, maximum potential consolidation under this halibut Modified
Block alternative is less than similar Sitka Block and Full/Partial Block alternatives with a three block
per area rule.??

A goal of the Modified Block proposed amendment is to reduce the consolidation of shares relative
to the current plan. The results of this analysis suggest that maximum potential consolidation will be
less under the Modified Block proposed amendment than it will be under the status quo alternative.
The reduction in total consolidation will chiefly be due to the blocked QS rules. Thus the blocks and
the ownership constraint on blocks will likely leave more remaining QS holders than will the current
IFQ plan.

Table 3.2-2 provides estimates of the amount of IFQ assigned to blocked QS and unblocked QS
assuming 1991 TACs. The estimates of the "initial amounts" again represent estimates made after
the “sweep-up” of very small blocks. The estimates of the amounts of IFQ in each vessel category
should maximum potential consolidation occur were made using the same assumptions noted above.

2. When there are initial unblocked QS holders, and the most binding ownership cap for
the area translates into 20,000 pounds or more of IFQ in the first year of the program,
but where no block of sufficient size is available for combining with unblocked QS (see
Area 4C, catcher vessel category > 60 feet.

2t would appear to be very unlikely that the minimum number of remaining QS holders would be
this low over all areas under this alternative.

28gee Sitka Block alternative 7H on page 79 of Part I and Full/Partial Block alternative 6 on page
163 of Part II. Note that this generalization may not hold for all areas.

293ee Sitka Block alternative 4H on page 69 of Part I and Full/Partial Block alternative 7 on page
166 of Part II.
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Over all areas, the amount of IFQ resulting from QS in blocks which will be used by "block-only” QS
holders is estimated to drop only slightly with consolidation. Initially, approxlmately 47.3% of the
IFQ will be assigned to blocked QS. The amount of QS in blocks will remain unchanged due to

consolidation.

However, a small amount of the blocked QS will be taken by unblocked QS holders if maximum
consolidation occurs. Assuming 1991 TACs and current estimates of the distribution of qualifying
pounds, the amount of halibut IFQ from those QS blocks going to more full-time operations is
estimated to be 288,589 pounds in Table 3.2-230 Again, these estimates are contingent upon
maximum potential consolidation occurring in the fashion described. A different distribution of QS
and different TACs would alter these results somewhat.

The Modified Block proposed amendment for the halibut fishery may result in some minor ownership
cap anomalies in one or more IPHC areas depending upon the prevailing TACs in the year the
program is implemented.3! Under the proposal, QS within an area that will be worth less than
20,000 pounds is to be placed into a block. However, it is possible that the most binding halibut QS
ownership cap for an area will be less than 20,000 pounds when translated into IFQs. This will
depend upon the distribution of QS and prevailing TACs at the time the program is implemented.
For a more complete discussion of these complications see the Appendix.

Tables 3.2-1 and 3.2-2 both provide a column indicating the most binding halibut QS ownership
constraint for an area translated into IFQs assuming the current estimate of the distribution of QS
and 1991 TAGs. Under these conditions, the most binding ownership cap for IPHC area 4A would
be less than 20,000 pounds.

The final rule allows persons to receive more than the ownership cap at initial allocation but does
not allow someone to obtain more than the ownership cap through transfer. Thus when persons who
receive more than the ownership cap choose to exit the fishery, they will have to sell off portions of
their holdings to more than one person. This will not be possible if a block exceeds the ownership
cap due to the Modified Block proposal’s rule on transferring blocks.

For purposes of estimating maximum potential consolidation under these conditions and the transfer
restrictions in the IFQ plan, the following procedures were used in Area 4A:

1. Persons with initial allocations of QS worth at least 20,000 pounds of IFQ were
allocated "unblocked QS." These amounts were summed and divided by the
“ownership constraint’ to determine the maximum potential consolidation of the
unblocked QS holders. Note that this assumes that over time, no person will be left
with holdings of unblocked QS in excess of the ownership cap.

3 Again, note that Table 3.2-2 has been estimated using 1991 TACs and current estimates of
qualifying pounds. The amount of IFQ associated with blocked and unblocked QS will vary somewhat
as TACs and actual qualifying pounds change. The amounts may also change when final decisions
regarding CDQ compensation are made.

MAs of this writing, NMFS expects that the program to be operational in 1995.
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2. Persons with initial allocations of QS worth less than 20,000 pounds of IFQ will have
their holdings placed into blocks. Holders of blocks which held amounts of QS no
greater than the ownership cap were consolidated as described above. Holders of
blocks which held QS greater than the ownership cap that was worth less than 20,000
pounds of IFQ in the initial year of the program were not consolidated.

If the modified block proposal is approved, and this situation occurs when the program is
implemented, a few blocks may be created which hold QS in excess of the most binding ownership
cap for an area. Under the current rules, these blocks could not be transferred because no person
can receive QS through transfer that exceeds the ownership cap. See the Appendix of this section
for the alternative chosen to alleviate the problem of nontranferability.
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TABLE 3.

2-1.

Modified Block Proposal:
Estimated maximum consolidation of blocks by vessel category.
provisions for blocks under 1,000 Lbs. IFQ.

HALIBUT.

The estimates of initial quota share holders include the consolidation

Ownership constraints have been translated into IFQs using 1991 TACs.

Estimated Estimated Total
Vessel Ownership Initial Initial Total Minimum Minimum Estimated
Length Constraint QS Holders QS Holders Initial Block Unblocked Minimum
Area Class (lbs. IFQ) Blocked Unblocked QS Holders Holders QS Holders QS Holders
2c <= 35 ft 74,000 744 0 744 372 0 372
35-60 ft 74,000 859 25 884 429 10 439
> 60 ft 74,000 30 5 35 15 2 17
Freezer 74,000 1 0 1 1 0 1
Unknown 74,000 4 0 4 2 0 2
1,638 30 1,668 819 12 831
3A <= 35 ft 214,702 806 6 812 403 1 404
35-60 ft 214,702 1,005 239 1,244 502 46 548
> 60 ft 214,702 120 126 246 60 33 93
Freezer 214,702 5 2 7 2 1 3
Unknown 214,702 4 0 4 2 0 2
1,940 33 2,313 969 81 1,050
38 <= 35 ft 248,292 137 0 137 69 0 69
35-60 ft 248,292 400 59 459 200 9 209
> 60 ft 248,292 99 70 169 49 14 63
Freezer 248,292 6 1 7 3 1 4
642 130 772 321 24 345
4A <= 35 ft 19,154 72 0 72 36 0 36
35-60 ft 19,154 129 3 132 65 5 70
> 60 ft 19,154 82 10 92 41 15 56
Freezer 19,154 4 0 4 2 0 2
287 13 300 144 20 164
4B <= 35 ft 30,387 23 0 23 12 0 12
35-60 ft 30,387 45 6 51 22 8 30
> 60 ft 30,387 52 16 68 26 23 49
Freezer 30,387 2 1 3 1 2 3
122 23 145 61 33 94
(con’t)
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TABLE 3.2-1 (con’t). Modified Block Proposal: HALIBUT.
Estimated maximum consolidation of blocks by vessel category. The estimates of initial quota share holders include the
consol idation provisions for blocks under 1,000 lbs. IFQ. Ownership constraints have been translated into IFQs using 1991 TACs.

Estimated Estimated Total
Vessel Ownership Initial Initial Total Minimum Minimum Estimated
Length Constraint QS Holders QS Holders Initial Block Unblocked Minimum
Area Class (lbs. IFQ) Blocked Unblocked QS Holders Holders QS Holders QS Holders

4C <= 35 ft 23,673 25 2 27 12 3 15
35-60 ft 23,673 24 3 27 12 4 16

> 60 ft 23,673 16 3 19 8 5 13

Freezer 23,673 2 0 2 1 0 1

67 8 7 33 12 45

4D 35-60 ft 20,808 16 2 18 8 3 "
> 60 ft 20,808 33 5 38 16 10 26

Freezer 20,808 4 1 5 2 2 4

53 8 61 26 15 41

4E <= 35 ft 89,279 42 0 42 21 0 21
35-60 ft 89,279 8 0 8 4 0 4

> 60 ft 89,279 2 0 2 1 0 1

Unknown 89,279 1 0 1 1 0 1

53 0 53 27 0 27

oSSz sSz===s f=tet=ttt 14 S=SSooozzs pototatotototataiatadg
All Areas Total 4,802 585 5,387 2,400 197 2,597
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TABLE 3.2-2. Modified Block Proposal: HALIBUT.
Blocked and unblocked IFQ within vessel categories using 1991 TACs. Note that in some estimates of maximum consolidation, one IFQ block

will combine with unblocked IFQ.

IFQ Block Consldatd
Vessel Ownership Initial Initial Total Consol idated Combined Unblocked IFQ Total
Length Constraint Blocked Unblocked Initial Blocked With Plus Gne Consol idated
Area Class (lbs. IFQ) IFQs IFas IFQs IFQs Unblocked IFQ Block IFQs
2c <= 35 ft 74,000 1,801,857 o 1,801,857 1,801,857 . 0 1,801,857
35-60 ft 74,000 4,630,234 670,705 5,300,939 4,610,607 19,627 690,332 5,300,939
> 60 ft 74,000 147,677 125,272 272,949 133,775 13,902 139,174 272,949
Freezer 74,000 4,812 0 4,812 4,812 . 0 4,812
Unknown 74,000 19,443 0 19,443 19,443 . 0 19,443
6,604,022 795,978 7,400,000 6,570,494 33,528 829,506 7,400,000
3A <= 35 ft 214,702 2,436,567 186,115 2,622,682 2,417,248 19,319 205,434 2,622,682
35-60 ft 214,702 6,256,147 9,661,865 15,918,012 6,236,170 19,977 9,681,842 15,918,012
> 60 ft 214,702 853,568 7,072,831 7,926,399 841,465 12,103 7,084,934 7,926,399
Freezer 214,702 24,116 103,408 127,524 9,265 14,851 118,259 127,524
Unknown 214,702 5,384 0 5,384 5,384 . 0 5,384
9,575,782 17,024,218 26,600,000 9,509,532 66,250 17,090,468 26,600,000
k1] <= 35 ft 248,292 405,689 0 405,689 405,689 . 0 405,689
35-60 ft 248,292 2,165,344 1,989,063 4,154,407 2,145,480 19,865 2,008,927 4,154,407
> 60 ft 248,292 776,363 3,284,461 4,060,824 756,418 19,945 3,304,406 4,060,824
Freezer 248,292 68,137 110,943 79,080 48,761 19,375 130,319 179,080
3,415,533 5,384,467 8,800,000 3,356,348 59,185 5,443,652 8,800,000
4A <= 35 ft 19,154 145,255 0 145,255 145,255 . 0 145,255
35-60 ft 19,154 617,467 77,745 695,212 600,111 17,356 95,101 695,212
> 60 ft 19,154 560,002 271,508 831,510 $44,429 15,574 287,082 831,510
Freezer 19,154 28,022 28,022 28,022 0 28,022
1,350,747 349,253 1,700,000 1,317,817 32,930 382,183 1,700,000
4B <= 35 ft 30,387 52,312 0 52,312 52,312 . 52,312
35-60 ft 30,387 240,198 223,380 463,578 222,592 17,606 240,986 463,578
> 60 ft 30,387 437,908 684,371 1,122,280 423,983 13,926 698,297 1,122,280
Freezer 30,387 15,164 46,667 61,831 6,494 8,670 55,336 61,831
745,582 954,418 1,700,000 705,381 40,201 994,619 1,700,000
(con’t)
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TABLE 3.2-2 (con’t). Modified Block Proposal: HALIBUT.
Blocked and unblocked IFQ within vessel categories using 1991 TACs. Note that in some estimates of maximum consolidation, cne
1FQ block will combine with unblocked IFa.

IFQ Block Consldatd
Vessel Ownership Initial Initial Total Consol idated Combined Unblocked IFQ Total
Length Constraint Blocked Unblocked Initial Blocked With Plus One Consol idated
Area Class (lbs. IFQ) IFQs IFQs IFas 1Fas Unblocked 1FQ Block IFQs
4C <= 35 ft 23,673 127,969 55,657 183,626 114,883 13,086 68,743 183,626
35-60 ft 23,673 122,242 87,589 209,831 116,137 6,104 93,694 209,831
> 60 ft 23,673 81,232 117,537 198,769 81,232 . 117,537 198,769
Freezer 23,673 7,77 0 7,774 7,774 . 0 7,77
339,216 260,784 600,000 320,026 19,190 279,974 600,000
4D 35-60 ft 20,808 81,993 58,073 140,067 77,850 4,143 62,217 140,067
> 60 ft 20,808 201,467 189,792 391,260 184,823 16,644 206,437 391,260
Freezer 20,808 46,916 21,758 68,674 30,398 16,518 38,276 68,674
330,376 269,624 600,000 293,071 37,306 306,929 600,000
4E <= 35 ft 89,279 64,022 0 64,022 64,022 . 0 64,022
35-60 ft 89,279 29,081 0 29,081 29,081 . 0 29,081
> 60 ft 89,279 6,756 0 6,756 6,756 . 0 6,756
Unknown 89,279 140 0 140 140 0 140
100,000 0 100,000 100,000 0 0 100,000
ALl Areas Total 22,461,258 25,038,741 47,500,000 22,172,669 288,589 25,327,331 47,500,000
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33 Alternative 3: The Modified Block Proposal for the Sablefish Fishery

Alternative 3 is the Modified Block proposed amendment for sablefish which the Council adopted
at its September 1993 meeting. This proposal maintains the three vessel categories in the current
sablefish IFQ plan. These three categories are the freezer-longliner class, the less than or equal to
60 feet catcher vessel class, and the greater than sixty feet catcher vessel class. Permanent transfers
across vessel categories are not allowed.

The Modified Block proposal will place initial allocations of QS worth less than 20,000 pounds of
sablefish IFQ in the implementation year into blocks. QS that is in a block can only be permanently
traded as a block.32

Small blocks with QS worth less than 3,000 pounds of IFQ in the first-year can be combined as long
as the resulting block is worth 3,000 pounds or less. This has been termed the ° sweepmg up”
prows1on and is intended to turn all blocks into "fishable" amounts of QS. The same prov1s10n existed
in the Sitka Block alternatives in Part I and the Full/Partial Block alternatives in Part I1.33

Initial allocations of QS worth 20,000 pounds or more of IFQ in the implementation year will remain
"unblocked”. Unblocked QS can be traded in any amounts in the same fashion as QS would be
traded under the current plan.

The Modified Block proposal would add new ownership constraints to the current IFQ program.
Persons can still hold QS up to the most restrictive ownership constraint in an area. However,
persons who hold any unblocked QS in an area can only hold one block of QS for that area. Persons
who hold no unblocked QS for an area can hold up to two blocks of QS for that area.34

The Council developed the Modified Block proposal at its September 1993 meeting after reviewing
Part I of this report on the Sitka Block proposal and Part II of this report on the Full/Partial Block
proposal. The Council felt that the Modified Block proposal would achieve the objective of these
earlier block proposals with fewer restrictions on the flexibility and economic efficiency of the IFQ
program as a whole.

The Modified Block proposal seeks to guarantee that a number of small blocks will be available for
new entrants, the small part-time fleet, and diversified operations which want to participate on a part-
time basis. Most of these blocks are expected to be unattractive to more full-time operations, given
their size and the constraints on holding QS in blocks.

Similarly, persons who want to participate in the sablefish fishery on a more full-time basis will be
able to trade in unblocked QS in the same fashion that they would be able to trade QS under the
current IFQ program. For full-time participants, the Modified Block alternative is intended to be
more flexible and less restrictive than either the Sitka Block or Full/Partial Block alternatives.

32As in the other block proposals, the IFQ issued to a block can be leased to the extent allowed
under the Council’s current plan.

Note that the sweep-up could occur over time, so that the rule should be written with care.
3“Again, with the exception of the "sweeping up” provision.
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Table 3.3-1 provides estimates of maximum potential consolidation under the Modified plock
proposal. Estimates of the minimum remaining number of sablefish QS holders should maximum
potential consolidation occur are provided by area and vessel class with totals by area. The table also
provides a breakdown of the minimum remaining number of QS holders in the "blocked” and

"unblocked" categories.

Table 3.3-1 also provides estimates of the initial number of sablefish QS holders with a breakout into
blocked and unblocked categories. Note that this "initial number" is not the number of QS holders
at initial allocation but an estimate of the number of QS holders after the "sweeping-up" provision
has been applied.?’5 The sweeping-up provision was assumed to occur entirely among holders of
blocked QS.

The estimate of maximum potential consolidation was made assuming that holders of unblocked
sablefish QS would want to hold the maximum amount allowed for an area. For purposes of the
estimate, the most binding QS constraint was utilized. In the table, it is translated into IFQ assuming
1991 TACs.

The minimum remaining number of unblocked sablefish QS holders was calculated by taking the total
amount of unblocked QS and dividing by the most binding ownership constraint. Within an area and
vessel class, this left most unblocked QS holders with the maximum amount of QS allowed under the
most binding ownership constraint. One unblocked sablefish QS holder in each category (the
remainder from the division) had less than the maximum QS allowed. This person was assigned a QS
block from the category which would bring the person’s total QS holdings as close as possible to the
most binding ownership constraint without exceeding it.

The minimum number of sablefish QS block holders should maximum consolidation occur was then
calculated by taking the remaining number of blocks in each category, dividing by two, and rounding
up to the nearest whole number. This was done because under the proposal, a person who holds no
unblocked QS can hold up to two blocks of QS for the area.

The results of these calculations also can be seen in Table 3.3-1. Over all areas, persons holding QS
blocks initially (after sweep-up) are estimated to represent approximately 61% (999 out of 1,634) of
all QS holders.™ If maximum potential consolidation occurs the number of persons holding QS
blocks would fall by a little over 50%, because a few blocks would go to unblocked QS holders.
However, the percentage of all QS holders who hold blocks would increase in each category.

The estimated number of unblocked QS holders falls by a much larger percentage in each category
and area. An individual can buy unblocked QS up to the most binding ownership constraint for an
area. Thus the maximum potential consolidation of unblocked QS among full-time participants is
much larger on a percentage basis than the maximum potential consolidation of blocked QS.

35The minimum number of blocks and blockholders remaining after sweep-up was estimated by
adding up blocks with QS worth less than 3,000 pounds of IFQ in the first year of the program
(assuming 1991 TACs) and dividing by 3,000. This will likely overestimate the amount of consolidation
which will occur with the sweep-up. Note also that the sweep-up will occur over time and that the rule
will need to be written with care.

3¢The reader should regard this as a rough approximation only. The totals in this table should be
viewed with caution as they do not necessarily represent the number of "unique” persons after the
“sweep-up.” Recall that some persons will be initially allocated sablefish QS in multiple areas.
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Under Alternative 3, the estimated minimum possible number of QS block holders is highest in the
Southeast Outside regulatory districts at 243. This would also represent a rough estimate of the
minimum number of QS holders across all areas should maximum potential consolidation occur.

A goal of the Modified Block proposed amendment is to reduce the consolidation of shares relative
to the current plan. The results of this analysis suggest that maximum potential consolidation will be
less under the modified block amendment than it will be under the status quo alternative. The
reduction in total consolidation will chiefly be seen among holders of blocked QS.

It should be noted that maximum potential consolidation for sablefish under the modified block
proposal tends to be somewhat greater than it would be under similar Sitka Block and Full/Partial
Block alternatives which use the same vessel categories and the two block rule.3® This is because
both the Sitka Block and Full/Partial Block alternatives make it more difficult for a full-time operator
to obtain enough QS to reach the ownership constraint. Nevertheless, maximum potential
consolidation under this sablefish Modified Block alternative tends to be less than similar Sitka Block
and Full/Partial Block alternatives with a three block per area rule.3?

Table 3.3-2 provides estimates of the amount of IFQ assigned to blocked QS and unblocked QS
assuming 1991 TACs. The estimates of the "initial amounts” again represent estimates made after
the "sweep-up” of very small blocks. The estimates of the amount of IFQ in each category should
maximum potential consolidation occur were made using the same assumptions noted above.

Over all areas, the amount of IFQ generated by QS in blocks which will be used by part-time
operators is estimated to drop only slightly with consolidation. Approximately 15.7% of the sablefish
IFQ will be in blocks. The amount of QS in blocks will remain unchanged due to consolidation.
However, a small amount of the blocked QS will be taken by full-time operations if maximum
consolidation occurs. Assuming 1991 TACs and current estimates of the distribution of qualifying
pounds, the amount of sablefish IFQ from QS blocks going to more full-time operations is estimated
to be 322,379 pounds in Table 3.3-2.40

31t would appear to be very unlikely that the minimum number of QS holders would be this low
over all areas.

383ee Sitka Block alternative 11S on page 88 of Part I and Full/Partial Block alternative 4 on page
178 of Part II.

33ee Sitka Block alternative 9 on page 84 of Part I and Full/Partial Block alternative 5 on page
181 of Part II. Note that this does not hold in all areas.

“Again, note that Table 3.3-2 has been estimated using 1991 TACs. The amount of IFQ
associated with blocked and unblocked QS will vary somewhat as TACS change.
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TABLE 3.3-1. Modified Block Proposal: SABLEFISH.
Estimated maximum consolidation of blocks by area and vessel category. The estimates of initial quota share holders include the
consolidation provisions for blocks under 3,000 lbs. IFQ. Ownership constraints have been translated into IFQs using 1991 TACs.

Estimated Estimated Total

Vessel Ownership Initial Initial Total Minimum Minimum Estimated

Length Constraint QS Holders QS Holders Initial Block Unblocked Minimum

Area Class (lbs. IFQ) Blocked Unblocked QS Holders Holders QS Holders QS Holders
Aleutians <= 60 ft 534,753 31 12 43 15 2 17
> 60 ft 534,753 27 22 49 13 3 16
freezer 534,753 12 17 29 6 ) 12
70 51 121 34 11 45
Bering Sea <= 60 ft 655,890 37 12 49 18 1 19
> 60 ft 655,890 23 19 42 11 2 13
Freezer 655,890 14 13 27 7 2 9
74 44 118 36 5 41
Central Gulf <= 60 ft 522,853 168 113 281 84 16 100
> 60 ft 522,853 46 80 126 23 14 37
Freezer 522,853 6 20 26 3 5 8
Unknown 522,853 5 0 5 3 0 3
225 213 438 113 35 148
Southeast <= 60 ft 103,684 293 141 434 146 60 206
Outside > 60 ft 103,684 33 19 52 16 14 30
Freezer 103,684 5 1 [ 2 1 3
Unknown 103,684 7 0 7 4 0 4
338 161 499 168 75 243
Western Gulf <= 60 ft 466,354 51 20 71 25 3 28
> 60 ft 466,354 32 23 55 16 4 20
Freezer 466,354 15 12 27 7 4 1
98 55 153 48 1" 59
West Yakutat <= 60 ft 499,555 137 60 197 68 7 7
> 60 ft 499,555 48 46 94 24 7 31
Freezer 499,555 6 ] 1 3 1 4
Unknown 499,555 3 0 3 2 0 2
194 1M1 305 97 15 112
ALl Areas Total 99 635 1,634 496 152 e
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TABLE 3.3-2. Modified Block Proposal: SABLEFISH.

Blocked and unblocked 1FQ within vessel categories using 1991 TACs. Note that in some estimates of maximum consolidation, one IFQ block
will combine with unblocked IFQ.

1FQ Block Consldatd
Vessel Ouwnership Initial Initial Total Consolidated Combined Unblocked 1FQ Total
Length Constraint Blocked Unblocked Initial Blocked With Plus One Consol idated
Area Class (lbs. IFQ) IFQs IFQs 1FQs IFQs Unblocked 1FQ Block IFQs

Aleutians <= 60 ft 534,753 212,964 601,591 814,556 192,969 19,996 621,587 814,556
> 60 ft 534,753 243,917 1,422,386 1,666,303 224,979 18,938 1,441,323 1,666,303

Freezer 534,753 105,909 2,704,295 2,810,204 89,088 16,821 2,721,116 2,810,204

562,790 4,728,272 5,291,062 507,036 55,754 4,784,026 5,291,062

Bering Sea <= 60 ft 655,890 310,849 487,195 798,043 292,043 18,805 506,000 798,043
> 60 ft 655,890 195,173 1,107,371 1,302,544 177,140 18,034 1,125,404 1,302,544

Freezer 655,890 128,175 1,188,390 1,316,565 109,194 18,982 1,207,371 1,316,565

634,197 2,782,955 3,417,152 578,377 55,820 2,838,775 3,417,152

Central Gulf <= 60 ft 522,853 1,190,881 7,937,354 9,128,235 1,170,973 19,908 7,957,261 9,128,235
> 60 ft 522,853 455,051 6,877,911 7,332,963 435,386 19,665 6,897,576 7,332,963

Freezer 522,853 51,059 2,121,134 2,172,192 38,051 13,007 2,134,141 2,172,192

Unknown 522,853 17,416 0 17,416 17,416 . 0 17,416

1,714,407 16,936,399 18,650,806 1,661,828 52,580 16,988,978 18,650,806

Southeast <= 60 ft 103,684 2,417,366 6,172,285 8,589,651 | 2,397,569 19,797 6,192,082 8,589,651
Outside > 60 ft 103,684 289,927 1,359,070 1,648,997 | 270,504 19,423 1,378,492 1,648,997
Freezer 103,684 25,375 75,000 100,375 17,350 8,025 83,025 100,375

Unknown 103,684 29,409 0 29,409 29,409 . 0 29,409

2,762,077 7,606,355 10,368,432 2,714,833 47,245 7,653,600 10,368,432

Western Gulf <= 60 ft 466,354 459,593 955,165 1,414,758 439,972 19,621 974,786 1,414,758
> 60 ft 466,354 293,609 1,621,968 1,915,577 274,362 19,246 1,641,214 1,915,577

Freezer 466,354 150,133 1,678,186 1,828,319 132,541 17,593 1,695,778 1,828,319

903,335 4,255,319 5,158,654 846,875 56,460 4,311,779 5,158,654

West Yakutat <= 60 ft 499,555 943,900 3,461,663 4,405,563 924,455 19,445 3,481,107 4,405,563
> 60 ft 499,555 470,153 3,302,447 3,772,600 451,127 19,026 3,321,472 3,772,600

Freezer 499,555 48,413 243,873 292,286 32,364 16,049 259,922 292,286

Unknown 499,555 10,758 0 10,758 10,758 . 0 10,758

1,473,226 7,007,982 8,481,207 1,418,704 54,520 7,062,502 8,481,207

All Areas Total 8,050,031 43,317,282 51,367,312 7,727,652 322,379 43,639,660 51,367,312
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34  Reporting Costs

The Modified Block proposed amendment for halibut and sablefish would not change the initial
distribution of QS or IFQ relative to the current plan (Alternative 1). The information which
applicants will need to provide should not change under any of the alternatives. Thus reporting costs
for the applicants during the initial allocation process should not change under any of the alternatives.

Placing QS with less than 20,000 pounds of IFQ in the implementation year into blocks, sweeping
up procedures, and constraints on block holdings may alter the behavior and the holdings of some
participants relative to the current plan. Nevertheless, any increased tracking requirements and costs
that would result from a Modified Block amendment would largely fall upon the IFQ plan
administrator.

35 Administrative, Enforcement and Information Costs

The Modified Block proposed amendment may complicate initial allocations under the IFQ plan to
some extent. This is also true of the Sitka Block and Full/Partial Block alternatives discussed in Part
I and Part II of this report.

For example, it is likely that the IFQ program may be implemented before all QS appeals can be
resolved. To do this, IFQ allocations in the first year of the program may have to be based upon the
amount of QS that has been issued at the time of implementation rather than the ultimate amount
of QS which will be issued. If so, the amount of QS outstanding at that time and the prevailing
TAG:s will be used to determine which QS allocations will be "blocked” and which QS allocations will
remain unblocked. In subsequent years, more QS will be issued, and that will lessen the IFQ value
of the blocks of QS which were issued in the first year.41

Some persons may have unresolved appeals on the implementation date. Such persons might qualify
for an unblocked QS allocation if the appeals eventually are settled in their favor but will only qualify
for a QS block based on the QS which they have been issued as of the implementation date. The
administrator will have to develop a rule for handling such cases. One solution might be to prohlblt
the transfer of the QS holdings of such a person, until the exact amount of the person’s initial
allocation has finally beem resolved.2

The Modified Block proposed amendment might impact NMFS’s administrative and enforcement
costs relative to the current IFQ program. Nevertheless, the "net impact” on these costs is difficult
to predict.

“Note that changes in TACs will also affect the IFQ value of blocks of QS.

“INote that a similar problem already exists with the Council’s current IFQ plan with respect to the
calculation and awarding of the proper amount of CDQ compensation. While the formula for CDQ
compensation has not been addressed in the final rule, it is likely that both the amount of QS and the
relevant TACs will be needed to make these calculations accurately. All of the block proposals could
complicate the CDQ compensation problem, particularly if the program is implemented before all QS
appeals are resolved. See the Appendix for more discussion.
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The need to monitor additional sets of constraints may increase such costs. Computer programs
written to track and account for QS, IFQ, QS transfers, and IFQ transfers will have to be altered to
accommodate these additional provisions and any other complexities created by the existence of both
blocked and unblocked QS. Enforcement and administrative costs may also increase if more fishing
operations remain in the fishery because of the amendment. However, other aspects of the proposed
amendment may decrease costs.

For example, to the extent that it will be more difficult and costly in terms of time and money for
fishermen dealing with "blocked QS" to find and purchase (or sell) a particular amount of QS, the
volume of transfers of QS (in blocks) per person may be lower than under the current IFQ plan.
This may be offset if more persons remain involved in the fishery because of the new constraints.
However, if the total volume of transfers is reduced (and if NMFS’s administrative costs increase with
each transfer) then administrative costs associated with transfers may fall.

It is likely that any decrease in average QS transfers per person will be less under the Modified Block
proposal than it would have been under either the Sitka Block or the Full/Partial Block alternatives.
Unblocked QS under the Modified Block alternative should transfer at similar rates as QS under the
current IFQ plan.

NMFS enforcement currently plans to sample only a portion of transfer transactions for violations
of transfer restrictions under the IFQ plan. Dave Flannagan, Special Agent in Charge (NMFS Office
of Enforcement), has indicated that a lower volume of transfers will not lower transfer enforcement
costs, but will allow NMFS to examine a higher percentage of the transfers and thereby improve
enforcement of sundry transfer restriction provisions.

The Modified Block proposed amendment may change administrative and enforcement costs or the
administrative tasks involved relative to the current plan. Nevertheless, at this time, it is difficult to
predict whether the net impact on administrative and enforcement costs will be positive or negative.

3.6 Economic Efficiency Implications of the Modified Block Proposed Amendment

A major objective of the current IFQ plan is to increase the net economic benefits which are derived
from Alaska’s halibut and sablefish fisheries. Estimates made in prevxous Council documents suggest
that the net benefits resulting from the program should be large.*3

Nevertheless, the IFQ program clearly has multiple objectives. Provisions in the IFQ plan seek to
find a balance between economic efficiency gains and preserving the composition and diversity of the
current fishing fleet.

For example, the Council created catcher vessel size categories and a freezer-longliner vessel category
and established rules that QS initially allocated to each vessel category cannot be permanently
transferred to another class.** Thus QS initially allocated to small vessels will remain with small

43See The Supplemental Analysis, Sections 2.2 through 2.2.31.

#he Final Rule on the Council’s IFQ program allows catcher vessel IFQ to be used on a freezer-
longliner as long as no frozen product is onboard during the trip (see SOCFR Part 676.22, Section i(3)
in the Federal Register, 58(215) 59375-59413). However, the Council has decided to entirely eliminate
the provisions for the halibut fishery and refine the rule (make more restrictive) for the sablefish fishery
(Jay Ginter, personal communication).

Block Proposals 255 May 25, 1994



vessels. The program also established QS and IFQ ownership caps which may further limit the
potential amount of consolidation that could occur.

Proponents of the Sitka Block and Full/Partial Block proposals (see Part I and Part IT) were
concerned that the current plan does not go far enough to preserve the present composition and
diversity of the fleet. Both alternatives were trying to guarantee that a portion of the blocked QS
would only be attractive to small part-time operations and diversified operations which wanted to
participate on a part-time basis.

The Modified Block proposal attempts to achieve the major objective of the earlier two block
proposals with less impact on the flexibility and economic efficiency of the IFQ program. The
Modified Block proposed amendment would not alter the initial distribution of QS. However, the
Modified Block proposed amendment may have implications for fleet consolidation, maintaining fleet
diversity, and the net economic benefits which are produced by the IFQ program.

This section briefly discusses some ways that the Modified Block proposed amendment might alter
net economic benefits relative to the current program. As an accurate estimate of the change in net
benefits would be difficult to make, the focus herein is on a qualitative discussion of the "direction”
of change rather than a quantitative estimate of the absolute amount of the change.

3.6.1 Increased Search and Transactions Costs

Under the current plan, persons may permanently sell any portion of their QS holdings. This
"divisibility" of QS holdings should serve to reduce search (finding a willing buyer or seller with the
desired amount of QS) and transactions (negotiating and completing a transfer) costs for fishermen
seeking to buy or sell QS.

For a given area and vessel category, every QS is the same under the plan. A fisherman who wants
to buy a certain amount of QS could buy a portion of the amount from any willing quota share
holder. Likewise a fisherman who wants to sell a certain amount of QS could sell portions of the
amount to many different buyers.

The divisibility of QS holdings and the homogeneity of a QS for an area and vessel category should
serve to facilitate permanent transfers and reduce the costs of transfers to fishermen. The current
IFQ plan serves that function.

In contrast, all of the block proposals will increase search and transactions costs to fishermen dealing
with QS blocks relative to the current plan. QS holdings within a block will not be divisible and can
only be permanently transferred as a "block”. This is also true of the blocks created under the
Modified Block proposal. Each block may be unique, as the amount of QS within a block will vary
widely.

Under such conditions, a fisherman who wants to buy a certain amount of blocked QS must search
for a willing seller with a block of approximately the right amount. In cases where the fisherman
already holds the maximum number of blocks for an area, the fisherman will have to find a willing
buyer who wants an amount of QS approximately equal to those contained in one of the fisherman’s
blocks and a willing seller who has a block of appropriate size so that the fisherman will have the
desired amount of quota shares after all transactions are completed.
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However, the existence of unblocked QS under the Modified Block proposal should make matters
easier for part-time fishermen as well as full-time fishermen. If part-time fishermen cannot find
blocked QS of the desired amount, they could always purchase unblocked QS of the desired amount
as long as they comply with the block holding constraints for an area. This would not be possible
under either the Sitka Block or Full/Partial Block alternatives.

This feature of the Modified Block proposal will be particularly important if part-time operations
prove to be more efficient and profitable than imagined by block proponents. Under the Sitka Block
and Full/Partial block alternatives it is possible that the price per pound of QS in small blocks or
partial blocks could be higher than the price per pound of larger blocks or full blocks. This could
occur if there is large demand for relatively small blocks relative to the supply of such blocks.

Under the Modified Block proposal, if the price per pound of QS proves to be higher in blocks of
QS rather than unblocked QS, then small part-time operators can simply buy unblocked QS. If this
occurs, the presence of the unblocked QS should reduce the variation in the price per pound of
similar amounts of blocked and unblocked QS.4 This option would not be available under the
Sitka Block or Full/Partial Block alternatives.

The Modified Block proposed amendment would increase the search and transactions costs associated
with transfers of (blocked QS holdings) relative to the Status Quo alternative, but not to the extent
of the Sitka Block or Full/Partial Block alternatives. These costs will be absorbed by buyers and
sellers of blocked QS who try to make exchanges to alter their holdings. While QS brokers and/or
other intermediaries will likely develop to reduce these costs and facilitate transfers, the costs of
transferring blocked QS will still be high relative to the current program where QS holdings are
divisible.

While higher search and transactions costs associated with blocked QS transfers will serve to reduce
the net benefits generated by the IFQ program, the actual magnitude of these costs and the reduction
in net benefits are difficult to estimate. This loss in net benefits must be balanced against other
potential gains in net benefits and the Council’s distributional objectives for the IFQ program.

3.6.2 Net Economic Benefits Resulting From Consolidation

An important function of adequately specified use-privileges is to create incentives to use resources
efficiently. It is hoped that the IFQ program will go a long way toward reducing the costs associated
with the "race for the fish" and will create an environment whereby fishermen can find the most
profitable means to harvest and market their IFQ.

Even without QS transferability, an IFQ program would be expected to provide fishermen with
greater in-season flexibility with respect to the timing of their harvest and utilization of their IFQs.
Transferable use-privileges and a free market create incentives for resources to flow to their highest-
valued use. The IFQ program is intended to be an approach to fisheries management that can serve
this economic efficiency objective.

As previously noted, the current program represents a mix of economic efficiency and distributional
objectives. While the ability to permanently transfer QS exist under the program, there are

45This possibility is discussed further below. If this occurs, the Council could consider dropping the
block feature from the rule at a later date.
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constraints on the amount of QS which can be held by a pc::rson.46 There are also caps on the
amount of QS which can be fished from a vessel and restrictions on transferring quota shares across
vessel categories. This latter restriction effectively creates separate markets for QS for each vessel

class in each area.

All of these restrictions were included in the current plan to constrain the amount of consolidation
that can occur and to help preserve some of the fleet’s current diversity. Nevertheless, previous
Council analyses suggest that there may be a considerable consolidation of QS under an IFQ program
with unrestricted transferablllty The maximum possible consolidation of quota shares under the
current plan was reviewed in Section 3.1 above.

It is likely that the Modified Block proposal will increase the number of QS holders and vessels that
will be involved in the taking of the TAC. Rough estimates of the maximum potential consolidation
under Modified Block proposed amendments for halibut and sablefish alternatives were provided in
Sections 3.2 and 3.3. To the extent that the new constraints under the Modified Block proposal
would prevent some exchanges that would otherwise occur under the current plan, net economic
benefits of the IFQ program will be reduced.

3.7 Discussion of Other Aspects of the Proposed Amendment

Proponents of the Sitka Block amendment made a number of predictions about the expected results
should the amendment be adopted. As discussed in Part I of this report, several of the predictions
were arguable.

One of these predictions was that small blocks would be unattractive to the full-time fleet and thus
would be available and relatively inexpensive to small part-time operations, diversified operations, and
new entrants. Some Council members may be making similar assumptions about blocks that would
be created under the Modified Block proposed amendment.

Dr. Joe Terry, an economist with the NMFS’s Alaska Fisheries Science Center, pointed out that this
prediction is uncertain.*® Dr. Terry noted that while the price of a small block will be less than
the price of a large block, the price per pound of QS will not necessarily be less with small blocks.

Dr. Terry explained that the price per pound of particular block sizes will depend upon supply and
demand. He further noted that if small blocks are in heavy demand by salmon trollers and other
fixed-gear fishermen (so that they can market their bycatch of IFQ species) then the price per pound
for small blocks might be higher than the price per pound of large blocks. If so, he saw no advantage
of the Sitka Block proposal to a small boat fisherman.

As noted above, a similar possibility exists under the Modified Block proposal. However, if blocked
QS does tend to be more expensive per pound than unblocked QS, then part-time operators could
opt to purchase unblocked QS under the Modified Block proposal.

%These constraints do not apply at initial allocation, but would apply on any subsequent transfers.
YSee Supplemental Analysis, Chapter 2.0.

B3ee Joe Terry’s memorandum to Jay Ginter (dated May 7, 1992) in Appendix B of Part I of this
report. Dr, Terry’s discussion covers economic efficiency, equity, and other distributional issues with
the Sitka Block proposal.
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3.8 Summary of Economic Impacts: Distribution of Costs and Benefits

The Modified Block proposed alternatives appear to reduce maximum potential consolidation relative
to the current IFQ program. If actual consolidation under the alternatives is positively related to
maximum potential consolidation, then it is likely there will be more fishing operations remaining
under the Modified Block proposal than there would be under the current IFQ plan.

Supporters of the block proposals feel that consolidation of QS holdings to a relatively small number
of full-time fishing operations would be likely under the current IFQ program. They also feel that
such a change would be too drastic, if it occurred, and could have a negative impact on the social
structure and economies of some Alaska coastal communities. Proponents see the block proposals
as a more "conservative" initial approach to an IFQ program which would serve to contain potential
social and economic dislocations.

The cost of the "insurance” provided by the Modified Block proposed amendment may come in
reduced net economic benefits to the nation. However, that reduction is likely to be less than that
which would occur under the Sitka Block and Full/Partial Block alternatives. The Modified Block
proposed amendment appears to achieve the distributional objective with less loss in flexibility and
efficiency than the other block proposals.

It is likely that the transactions costs associated with QS (blocked) transfers would increase under the
Modified Block proposed amendment. Persons who want to alter their blocked QS holdings in an
area would have to find a block of appropriate size to purchase. They may also have to find a buyer
for a block of a certain size which they need to sell to stay within the new constraint on block
holdings. Thus, exchanging QS block holdings will be more difficult and costly than under the current
plan. These increased transactions cost will also lower the net economic benefits generated by the
IFQ program.

To the extent that the Modified Block proposed amendment would reduce consolidation in these
fisheries, there will be more fishing operations to monitor than under the current program. This
factor coupled with the additional constraints placed on the plan, would likely raise administration
and enforcement costs.

Nevertheless, another aspect of the proposed amendment might lower some costs or release
administrative and enforcement resources for other tasks. To the extent that the Modified Block
proposal would reduce the volume of QS transfers and/or the number of transfer transactions per
time period, administrative and enforcement costs could be reduced or resources could be redirected
toward other tasks.

In summary, the Modified Block proposed amendment could change the current IFQ program in
several ways. While precise forecasts of those changes are not possible, it is likely that the cost of
this amendment to "insure" against overly disruptive socioeconomic changes will come in some
reduction in the net economic benefits of the IFQ program. However, the Modified Block proposed
amendment may also serve the Council’s distributional objective of guaranteeing that a portion of the
QS will be available to smaller part-time operations and diversified operations. If it proves to be
unnecessary, the program can be modified at a later time.

Under E.O. 12866 the Modified Block proposed amendment must be analyzed as to whether it would
be a "significant” action. As noted above, a "significant regulatory action" is defined as one likely to
result in:
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1. an annual effect on the economy of $100 million or more;

2. an adverse effect in a material way on the economy, a sector of the economy,
productivity, competition, jobs, the environment, public health, or safety, or State,
local, or tribal governments or communities; or

3. a novel legal or policy issue.

The Supplemental Analysis indicated that the current IFQ plan would have an effect on costs, prices,
competition, employment, investment, and productivity but that the plan was not expected to have
an annual effect of over $100 million. The Supplemental Analysis forecasted that the current IFQ
program would produce a large increase in net economic benefits, but that predicted increase was also

less than $100 million per year.

An IFQ program with a Modified Block amendment should still produce substantial net economic
benefits relative to an open access fishery. Even if QS transferability was entirely eliminated, the in-
season efficiency benefits of eliminating the derby-style fishery would be substantial. Costs associated
with the "race for the fish" would still be greatly reduced. Competition will produce more efficient
results once harvest privileges to the fish have been better defined.

Eliminating the "race for the fish" is also expected to improve public health and safety in these
fisheries as fishermen will no longer be forced to fish during brief openings in poor weather. This
should be true under the Modified Block proposed amendment as it is true under the current IFQ
program.

Under the Modified Block proposed amendment, a considerable voluntary consolidation of QS
holdings will still be possible. The Modified Block amendment will also have effects on costs, prices,
competition, employment, investment, and productivity. However, it is unlikely that the amendment
would result in annual effects of over $100 million relative to the current plan.

The Modified Block proposed amendment is not expected to have an adverse effect on State, local,
tribal governments, or communities. To the extent that the Modified Block proposal insures that
there will always be blocks available to new entrants, small part-time operations, and diversified
operations fishing on a part-time basis, it may provide more safeguards against potentially disruptive
socio-economic changes in Alaska’s coastal communities than does the status quo alternative.

The Modified Block proposal should not have an adverse effect on the environment. As discussed
in Chapter 2.0, the modified block proposed amendment is not expected to have significant impacts
under NEPA.

Many aspects of the current plan are preserved and large gains in net benefits should be generated
relative to an open access fishery. Therefore, the Modified Block proposed rules should not be
considered "significant” under Executive Order 12866.
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4.0 INITIAL REGULATORY FLEXIBILITY ANALYSIS

The objective of the Regulatory Flexibility Act is to require consideration of the capacity of those
affected by regulations to bear the direct and indirect costs of regulation. If an action will have a
significant impact on a substantial number of small entities an Initial Regulatory Flexibility Analysis
(IRFA) must be prepared to identify the need for the action, alternatives, potential costs and benefits
of the action, the distribution of these impacts, and a determination of net benefits.

NMFS has defined all fish-harvesting or hatchery businesses that are independently owned and
operated, not dominant in their field of operation, with annual receipts not in excess of $2,000,000
as small businesses. In addition, seafood processors with S60 employees or less, wholesale industry
members with 100 employees or less, not-for-profit enterprises, and government jurisdictions with a
population of 50,000 or less are considered small entities.

A "substantial number" of small entities would generally be 20% of the total universe of small entities
affected by the regulation. A regulation would have a "significant impact” on these small entities if
it resulted in a reduction in annual gross revenues by more than 5 percent, annual compliance costs
that increased total costs of production by more than 5 percent, or compliance costs for small entities
that are at least 10 percent higher than compliance costs as a percent of sales for large entities.

If an action is determined to affect a substantial number of small entities, the analysis must include:

(1) description and estimate of the number of small entities and total number of entities in
a particular affected sector, and total number of small entities affected; and

(2) analysis of economic impact on small entities, including direct and indirect compliance
costs, burden of completing paperwork or recordkeeping requirements, effect on the
competitive position of small entities, effect on the small entity’s cashflow and liquidity, and
ability of small entities to remain in the market.

4.1 Economic Impact on Small Entities

The persons who will receive an initial allocation of QS under the IFQ program should be considered
small entities under definitions in Chapter 4.0. Current estimates suggest that there are 5,484 persons
eligible for halibut QS and 1,121 persons eligible for sablefish QS.

The Modified Block proposed amendment would not impact the initial distribution of QS relative to
the current plan. Nevertheless, the additional constraints under the Modified Block alternatives are
likely to change the opportunities for profitable consolidations of QS holdings for a substantial
number of these persons, where "substantial” is defined in 4.0 above. In addition there are fish
processing companies, support industries, and potential future entrants who may be directly or
indirectly affected by a Modified Block proposed amendment.

The impacts of the Modified Block alternatives on maximum potential consolidation were shown and
discussed in detail in Sections 3.0 through 3.8. If actual consolidation is positively related to
maximum potential consolidation it is likely that there would be more operations remaining in the
fishery under a Modified Block rule then under the Status Quo alternative. While this may increase
the total cost of the harvest and reduce the net economic benefits of the IFQ program, it may also
result in slightly higher levels of harvesting employment than under the current IFQ plan.

Block Proposals 261 May 25, 1994



Some small entities will find it more difficult to adjust their blocked QS holdings for an area to
achieve their desired level and some will not be able to achieve the same level of QS holdings that
they would under the current IFQ plan. While the Modified Block amendment should not
significantly alter paperwork and recordkeeping requirements, the effort and transactions costs
involved in transferring blocked QS will likely be greater than under the current plan.

A Modified Block rule would guarantee the continued existence of blocks containing relatively small
amounts of QS. While it is unclear that it will be difficult to profitably purchase small amounts of
QS under the status quo, supporters of the block proposals want to guarantee that such blocks will
always be available so that a diverse group of fishing operations can continue to participate in these
fisheries.

Supporters of the block proposals think that QS will tend to be consolidated into a relatively small
number of full-time operations under the current plan. They feel that the most profitable use of QS
will be in full-time operations, and these operations will be the ones which will be willing to pay the
most for QS.

Diverse operations (halibut or sablefish) fishing on a part-time basis, or small part-time and entry-
level operations would be much less prevalent in these fisheries if they are correct. The Modified
Block proposed amendment seeks to ensure that a diverse group of operations can continue to
profitably participate in these fisheries.
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5.0 SUMMARY AND CONCLUSIONS

The proposed Modified Block amendments for halibut and sablefish were developed and adopted by
the Council at its September 1993 meeting. The Modified Block amendment represents a
compromise between the status quo alternative and some of the Full/Partial Block alternatives

discussed in Part II of this analysis.

Proponents of block proposals are concerned that the current IFQ plan for halibut and sablefish may
result in a large consolidation of QS which could greatly reduce the current diversity of fishing
operations in coastal communities. While small part-time operations could purchase any amount of
QS under the current plan, proponents of the block proposals fear that the QS may be more valuable
to larger, more full-time operations. Proponents of block proposals think that if the current diversity
of fishing operations is not maintained, the IFQ program may prove to have disruptive social and
economic effects on Alaskan coastal fishing communities.

The Modified Block proposed amendment seeks to achieve some of the benefits of the IFQ program,
while further constraining the program, with the goal of maintaining a relatively diverse group of
fishing operations. The Council developed the alternative at its September 1993 meeting, and felt
that it would achieve the chief objective of both the Sitka Block proposal and the Full/Partial Block
proposal with less loss in flexibility and efficiency.

The Modified Block alternatives were examined with respect to maximum potential consolidation.
The additional constraints in the Modified Block alternatives appear to reduce the maximum potential
consolidation of quota shares relative to the current IFQ plan. However, the reduction was not as
great as under similar Sitka Block and Full/Partial Block alternatives with a two block rule.

Whether or not the Modified Block proposed alternative will produce less actual consolidation of QS
than the current IFQ plan is unclear. Nevertheless, if actual consolidation is proportional to
maximum potential consolidation (as estimated herein), the Modified Block alternatives should result
in a larger remaining number of fishing operations than will the current plan.

The Modified Block proposed amendments would impact the net economic benefits generated by the
current IFQ program. To the extent that some profitable opportunities for consolidation of quota
shares may be lost, the net economic benefits generated by the program may be reduced.

The proposed amendment will increase the search and transactions costs of persons who want to
purchase or sell additional blocks of QS. Each block is unique and therefore it will be harder to find
willing buyers or sellers of blocks with the exact amount of QS desired. Because of the two block
limit on the blocks a "block-only” person may hold in an area, some persons may have to both buy
and sell blocks of appropriate sizes in order to reach the new level of quota shares they want. This
increase in fishermen’s search and transactions costs will reduce the net economic benefits generated
by the IFQ program. However, the presence of tradeable unblocked QS should help to mitigate this
problem.

The Modified Block proposed amendment may have impacts on administrative and enforcement costs
as well as the tasks that will need to be performed to manage IFQs. If more vessels remain in the
fishery due to the amendment, the IFQ program may be more difficult to monitor and enforce. The
need to monitor additional sets of constraints may also increase these costs. However, to the extent
that the blocks reduce the number of transfers, resources may be released to perform other tasks.

Block Proposals 263 May 25, 1994



6.0 REFERENCES

Supplemental Analysis of the Individual Fishing Quota Management Alternative for Fixed Gear
Sablefish and Halibut Fisheries. Gulf of Alaska and Bering Sea / Aleutian Islands. March

27, 1992. This report is called the Supplemental Analysis herein.

Discussion Draft Analyses of "The 1,000 Pound Minimum IFQ" Proposed Amendment to the
Individual Fishing Quota Management Alternative for Alaska’s Fixed Gear Halibut Fishery.
October, 1992.

Revised Supplement to the Draft Supplemental Environmental Impact Statement and Regulatory
Impact Review / Initial Regulatory Flexibility Analysis to the Groundfish Fishery Management
Plans for the Gulf of Alaska and the Bering Sea / Aleutian Islands. Longline and Pot Gear
Sablefish Management. May 13, 1991

Draft for Public Review, Environmental Impact Statement / Regulatory Impact Review / Initial
Regulatory Flexibility Analysis for Proposed Individual Fishing Quota Management
Alternatives for the Halibut Fisheries in the Gulf of Alaska and Bering Sea / Aleutian Islands.
July 19, 1991

Federal Register. 58(215):59375-59413. November 9, 1993
Dalheim, M.E. 1988. Killer Whale (Orcinus orca) Depredation on Longline Catches of Sablefish

(Anoplopoma fimbria) in Alaska Waters. U.S. Dept. Comm., NOAA/NMFS, NWAFC
Processed Report 88-14.

Block Proposals 265 May 25, 1994



7.0 AGENCIES AND INDIVIDUALS CONSULTED

Earl Krygier, Dave Benton, Dave Ackley
Alaska Department of Fish and Game
P.O. Box 25526

Juneau, AK 99802-5526

Joe Terry, Dave Colpo

Alaska Fisheries Science Center
National Marine Fisheries Service
7600 Sand Point Way N.E., Building 4
Seattle, WA 98115-0070

Jay Ginter, Sue Salveson; Fisheries Management Division
Tamra L. Faris, Steven Zimmerman; Protected Resources Management Division

National Marine Fisheries Service
P.O. Box 21668
Juneau, AK 99802-1668

Marilyn Dalheim

Marine Mammal Laboratory

National Marine Fisheries Service
7600 Sand Point Way N.E., Building 4
Seattle, WA 98115

Marcus Hartley, Chris Oliver

North Pacific Fishery Management Council
P.O. Box 103136

Anchorage, AK 99510

David Flannagan

Office of Enforcement

National Marine Fisheries Service
P.O. Box 21668

Juneau, AK 99802-1168

Linda Behnken, Dan Falvey

Alaska Longline Fishermen’s Association
P.O. Box 1229

Sitka, AK 99835

Ron Hegge
14235 Hancock Drive
Anchorage, AK 99515-3961

Block Proposals 267

May 25, 1994



Bruce Turris

Halibut and Sablefish Coordination
Government of Canada

Department of Fisheries and Oceans
Economics and Statistics Branch
1090 West Pender Street
Vancouver, BC VGE ZP1

Block Proposals

268

May 25, 1994



8.0 LIST OF PREPARERS

Kurt Schelle, Kurt Iverson, and Ben Muse
Alaska Commercial Fisheries Entry Commission
8800 Glacier Highway, #109

Juneau, Alaska 99801

Sally Bibb

National Marine Fisheries Service
P.O. Box 21668

Juneau, Alaska 99802-1668

Portions of this document are borrowed from previous analysis documents which relied heavily on
contributions from other authors.

Data bases used in this analysis were supplied by:

National Marine Fisheries Service
Alaska Fisheries Science Center

7600 Sand Point Way N.E., Building 4
Seattle, Washington 98115

Block Proposals 269 May 25, 1994



APPENDIX
THE MODIFIED BLOCK PROPOSED AMENDMENT

ANCILLARY ISSUES AND RULE-MAKING OPTIONS

March 14, 1994

Block Proposals 271 May 25, 1994



APPENDIX
THE MODIFIED BLOCK PROPOSED AMENDMENT

ANCILLARY ISSUES AND RULE-MAKING OPTIONS

Part III of this report contains an EA/RIR/IRFA on the Modified Block proposed amendment. The
Council developed this amendment at its September 1993 meeting.

Part III of this report notes that the Modified Block proposed amendment may result in some
additional complications for the IFQ program. The issues which were identified might be addressed
and allayed in the rule-making for the proposed amendment. These issues fall into two categories:

1. Potential complications due to interactions with the Community Development Quota (CDQ)
and CDQ compensation portion of the IFQ program, and

2. Potential complications if some blocks are created which would be non-transferable because
of other provisions in the current final rule for the IFQ programs.l

This appendix briefly outlines these potential complications, provides some alternatives for treating
each issue, and discusses the tradeoffs associated with the alternative treatments.

Interactions With The CDQ Compensation Portion Of The IFQ Plan

As noted in this report, an explicit formulation of the CDQ compensation methodology has not been
included in the rule-making process to this point. Nevertheless, both the preamble to the final rule
and the final rule itself provide some general guidance on the mechanics of CDQ compensation.

These documents indicate in general terms that persons who take reductions in sablefish IFQs in the
Bering Sea-Aleutian Islands area due to CDQ allocations will be compensated with sablefish QS
allocations in each of the non-CDQ GOA areas. Similarly, persons who take reductions in halibut
IFQ in IPHC areas 4B through 4E will be compensated with halibut QS in non-CDQ Alaska IPHC
areas. It is also clear that the Council intends CDQ compensation to occur on a one-time basis prior
to implementation of the program.2

Earlier Council documents suggest that the Council intended all persons who receive initial
allocations to share equally the burden of the CDQ allocations. Staff have understood this to mean
that every person who receives an initial allocation of QS will take the same percentage reduction

1See Federal Register. 58(215):59375-59413. November 9, 1993.

2This EA/RIR/IRFA notes that it is likely that some QS/qualifying pound appeals will not be
resolved by the implementation year. If CDQ compensation were to be precisely determined,
implementation would have to wait until all such appeals were resolved. The preamble to the current
final rule and the final rule suggest that CDQ compensation will be calculated on a one-time basis prior
to implementation, and that the calculation will be based entirely upon the claims for QS/qualifying
pounds which have been resolved at that time. Under this rule, the resolution of QS appeals after the
implementation date will not result in further CDQ compensation adjustments.
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in IFQ, where that percentage reduction is measured relative to a "TAC" in an appropriate base
year.3 This principle will hold in both the sablefish and halibut fisheries.

While a precise description of the CDQ compensation procedures has yet to be formalized, staff
currently understand that those receiving CDQ compensation will receive small amounts of
compensatory QS in each non-CDQ area. These amounts will usually be relatively small.

Moreover, many persons who receive compensation in non-CDQ areas may have no other QS
holdings in those areas and may have no desire to fish in those areas. For such persons, the
"compensation" which they receive through this process will come only through the sale of the
compensatory QS which they receive.

Under the current IFQ plan, the compensatory QS issued to such persons will be "unblocked" as will
all QS allocations. Under the Modified Block proposal, these allocations of compensatory QS within
a non-CDQ area usually will be worth less than 20,000 pounds of QS in the implementation year and
will therefore be placed into a block.?

As noted in Part III of this report, the search and transactions cost required to transfer a block of
QS may tend to be higher than the search and transactions costs associated with the transfer of a
similar amount of unblocked QS. Hence, if compensatory QS is issued in blocks the "effective
compensation” may be less than if the compensatory QS is left unblocked.

Placing the QS that is allocated as CDQ compensation into blocks may not have been the anticipated
by the Council when they developed the Modified Block proposal. Several different alternatives for
treating compensatory QS could be chosen in the rule-making for the Modified Block proposal.
Among the possibilities are the following:

1. Issue All Compensatory QS In An Area In Blocks If It Is Worth Less Than 20,000 Pounds
Of IFQ In The Implementation Year, Otherwise Leave It Unblocked.

Discussion:

It is likely that almost all of the compensatory QS would go into blocks under this alternative.
For persons with no other QS in an area, blocked compensatory QS may result in smaller
“effective compensation” than would unblocked QS. This is because the search and transactions
costs associated with transferring blocks are expected to be higher than the costs associated with
transferring a similar amount of unblocked QS.

3 As of this writing, the base year(s) TACs to be used for CDQ compensation are still undecided.
Note that CDQ compensation procedures could be developed to achieve an equal percentage IFQ tax
either by reducing the QS holdings of persons with qualifying pounds in a non-CDQ area by the
amount of compensatory QS needed or through the allocation of an appropriate amount of additional
QS which would reduce the "IFQ value” of a single quota share.

4Note that this could occur under the Sitka Block and the Full/Partial Block proposals also.
However, in some cases the person may have enough QS in the area to receive unblocked QS in the
absence of compensatory QS. For example, if someone already has QS worth more than 20,000 pounds
of IFQ in an area then the addition of compensatory QS might be added to that total as additional
unblocked QS. This option is briefly discussed herein.
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Persons who receive compensatory QS who already have QS in the area, would either receiv.e
two blocks of QS or a single block of compensatory QS and unblocked QS based upon their
qualifying pounds in the area. If a person receives two blocks, that person would be confined
by the new block ownership constraint under the Modified Block proposal. In order to expand
their holdings they would have to first transfer away a portion of their holdings.

Persons who receive compensatory QS who already hold QS in an area might prefer to have
their QS holdings added together prior to determining if the total should be blocked or left
unblocked. (See alternatives 3 and 4 below)

2 Issue All Compensatory QS In An Area As Unblocked QS.
Discussion:

For persons with no other QS holdings in the area, this option may make the compensatory QS
more tradeable and hence more valuable than would the first option above. The compensatory
QS might be more valuable since the search and transactions costs associated with selling
unblocked QS may tend to be lower than the costs associated with selling a similar amount of
blocked QS.

However, some persons who already have QS in an area might want the compensatory QS
included with their other holdings. For example, some persons who would receive a small block
of QS and some additional compensatory unblocked QS under this option might prefer to have
their QS holdings combined into a larger block of QS for that area.

3. Issue Compensatory QS As A Block Or Leave It Unblocked Depending Upon The Person’s
Total QS Holdings In The Area.

Discussion:

This is the Council’s preferred alternative. Under this option, a person’s compensatory QS in an
area would be added to the person’s other QS holdings in the area. If the person’s total QS
holdings in the area (including the compensatory QS) were worth less than 20,000 pounds of
IFQ in the implementation year, the QS would be issued as a block. If the person’s total QS
holdings in the area were worth at least 20,000 pounds of IFQ in the implementation year, then
the person would receive unblocked Q8.5

It is likely that a large portion of the compensatory QS will be in blocks as it will go to persons
without other QS holdings in an area. The "compensation” provided to such persons may be less
valuable than if it were left unblocked as under alternative 2 because the transactions costs
associated with selling it may tend to be higher. However, such persons would be better off than
if they received their QS in two blocks as they would under alternative 1 above.

SAnother complication due to the Modified Block proposed amendment was noted in Part III.
Persons with unresolved appeals at the time of implementation may have confirmed QS that is worth
less than 20,000 pounds of IFQ. If the appeals would be eventually resolved in their favor, they might
have enough additional QS to qualify for either unblocked QS or a larger block of QS. This complexity
will also have to be handled carefully by the administrator.
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4. Let Persons Who Receive Compensatory QS In An Area Decide If That QS Should Be
Blocked Or Unblocked, And Whether Or Not That QS Should Be Combined With Their
Other QS Holdings In The Area.

Discussion:

This option would give the person receiving the CDQ compensation the flexibility to decide the
type of compensatory QS allocation which would be most valuable from their perspective.
However, it would also require additional interactions between the plan administrator and the
applicant to explain options and reach decisions. This could increase administrative costs and/or
increase the resources required to complete the allocation in a timely manner relative to the other
options.

Note that the percentage of QS in blocks in non-CDQ areas might increase due to CDQ
compensation because of the relative reduction in the "IFQ value” of the QS held by persons in these
areas. Some of the persons whose QS holdings would have been equivalent to more than 20,000
pounds of IFQ in the absence of CDQ compensation may have their holdings reduced to the point
where their QS will be placed into a block.

Placing the QS which is issued as CDQ compensation into blocks would also increase the percentage
of QS in blocks in non-CDQ areas. This effect of CDQ compensation will be offset to the extent
that compensatory QS is left unblocked and/or combined with a person’s other CDQ holdings in an
area.

Potential Complications If Non-transferable Blocks Are Created

A second complication of the Modified Block proposal is that it is possible that some non-transferable
blocks may be created. The EA/RIR/IRFA on the proposal indicated that the Modified Block
amendment might result in some non-transferable blocks in the halibut Bering Sea areas when
coupled with other provisions in the current final rule for the IFQ program. This would occur if
blocks are created which contain QS in excess of the ownership cap. With CDQ allocations, it is
possible that such blocks could be created in IPHC halibut areas 4A through 4E.5

Under the Modified Block proposal, persons with QS in an area worth less than 20,000 pounds of
IFQ in the implementation year are to receive their QS in a block. Depending upon the actual
distribution of QS and available TACs in the implementation year, it is possible that some of these

®Note again that CDQ allocations and compensation were not considered in the analysis since the
rule for CDQ compensation has not been formalized as of this writing. CDQ allocations will reduce
the remaining TAC in an area and reduce the "IFQ value” of QS holdings in the area. This will
increase the percentage of QS holdings which are blocked in an area since a greater percentage of the
total QS holdings will be worth less than 20,000 pounds of IFQ in the first year of the program.

For example, in IPHC Area 4E, 100% of the TAC might be allocated as CDQs during the first year of
the program and then there would be no remaining TAC to distribute to QS holders. Thus all QS
holdings in the area will be worth zero IFQ in the area and all QS holdings would be "blocked" under
the Modified Block proposed amendment.

Block Proposals 276 May 25, 1994



"blocks" may exceed one of the QS ownership caps specified in the final rule even though they are
worth less than 20,000 pounds of IFQ.”

For example in Area 4A the aggregation limit (assuming the 1991 TAC) is 19,154 pounds of IFQs.
The maximum block size is 20,000 pounds of IFQs. A person receiving QS equivalent to more than
19,154 pounds of IFQs but less than 20,000 would receive the QS in a block that could not be sold.

With the exception of the "sweeping up" provision noted in Part III, blocks must be traded in their
entirety under the Modified Block proposed amendment; i.e., a fraction of the QS in a block cannot
be sold separately. However, if a block would hold QS in excess of an ownership cap it could not
be traded under the current final rule, because nobody can receive QS through transfer in amounts
which would exceed an ownership cap.

The actual number of non-transferable blocks would depend upon the prevailing halibut TACs and
the amount of quota shares outstanding when the program is implemented. Table A provides
estimates of the number of non-transferable blocks which potentially could be created in these areas
using current estimates of qualifying pounds and different assumptions about prevailing TACs in the
implementation year.

Table A provides estimates under 7 different TAC scenarios. These scenarios represent the halibut
TACs which prevailed during recent seasons over the 1988 through 1994 time period. As can be
seen, in the absence of CDQ allocations non-transferable blocks would be created under two of the
scenarios only.

These are the two years (1990 and 1991) in which the overall TAC:s in areas 4A through 4E are low
relative to the other five years. An amount of QS equal to the QS ownership constraint translates
into a lower amount of IFQ when TACs are low and a higher amount of IFQ when TACs are high.
This can also be seen in Table A.

CDQ allocations decrease the amount of TAC available to allocate as IFQs. Thus an amount of QS
will translate into less IFQ with CDQ allocations than it would in the absence of CDQ allocations.
CDQ allocations increase the estimated number of non-transferable blocks that will be created. With
CDQ allocations, some non-transferable blocks would be created under all seven TAC scenarios.
This can also be seen in Table A.

Even if some non-transferable blocks are created, the "problem” may tend to be reduced over time
as quota share appeals are resolved. This is because the "blocking" that will occur in the
implementation year will be based upon the relevant TACs (or "remaining” TACs) and the quota
shares which have been confirmed at that time.

However, a block which exceeds an ownership constraint in the first year of the program, may not
exceed the ownership constraint in subsequent years. This is because more quota shares will be
issued whenever appeals are resolved in favor of applicants. As a result, the percentage of total

"The terms "ownership cap” or "ownership caps’ as used herein refer to the QS use limits specified
in the final rule. See Federal Register. 58(215):59375-59413. November 9, 1993.

8See 50 CFR Section 626.21, subpart (e)(1)(iii) and Section 676.22 in the Federal Register. (58
(215):59408 -59409. November 9, 1993.
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quota shares that are contained in any particular block may fall in subsequent years. This may be
offset to some extent by enforcement actions which reduce the number of quota shares outstanding.

Nevertheless, the possibility exists that some blocks may be created under the Modified Block
proposal which would be non-transferable.10 This will occur if the block contains QS that is in
excess of the ownership cap but is also worth less than 20,000 pounds of IFQ in the implementation
year and if subsequent additions to the QS total are inadequate to push the block below the cap.

Nontransferable blocks, should they occur, could raise equity issues and may invite litigation.
Preventing a recipient from liquidating a QS block whose size violates QS use limits may be viewed
as inequitable because all other QS holders would be permitted to liquidate their fishing harvest
interesitf including QS holders who are initially issued unblocked QS that exceeds the QS use
limits.

%If there are many enforcement actions which reduce the number of quota shares outstanding, it
might be possible for a block which did not exceed a QS ownership cap in the implementation year to
exceed an ownership cap in subsequent years.

107t is possible that such blocks could be transferred by operation of law.

yyplike QS blocks, which could not be divided, unblocked QS can be divided. By selling off
portions of their holdings to different persons, holders of unblocked QS would be able to conform with
QS use limits when transferring. QS use limits restrictions in the "Final rule" can be found at 50 CFR
676.22 (e), (f), and (g).
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Table A
Numbers of non-transferable blocks with and without CDQs

1988 1989 1990 1991 1992 1993 1994
Total Allowable Catches (in pounds)
4A 1,900,000 1,800,000 1,500,000 1,700,000 2,300,000 2,020,000 1,800,000
4B 2,000,000 1,900,000 1,500,000 1,700,000 2,300,000 2,300,000 2,100,000
4c 700,000 600,000 500,000 600,000 800,000 800,000 700,000
4D 700,000 600,000 500,000 600,000 800,000 800,000 700,000
4B 100,000 100,000 100,000 100,000 130,000 120,000 100,000
Numbers of non-transferable blocks in the absence of CDQs l
4A 0 0 6 1 0 0 0
4B 0 0 0 0 0 0 0
4C 0 0 0 0 0 0 0
4D 0 0 1 0 0 0 0
4E 0 0 0 0 0 0 0
Numbers of non-transferable blocks in the presence of CDQs
4A 0 0 6 1 0 0 0
k 4B 0 0 0 0 0 0 0
l 4C 5 5 6 5 4 4 5
4D 2 3 4 3 0 0 2
4E 0 0 0 0 0 0 0
IFQ Pounds corresponding to QS limit (147,682.47) in the absence of CDQs
4A 21,408 20,281 16,901 19,154 25915 22,760 20,281
4B 35,749 33,962 26,812 30,387 41,111 41,111 37,536
4c 27,618 23,673 19,727 23673 31,563 31,563 27,618
4D 24,276 20,808 17,340 20,808 27,744 27,744 24,276
4E 89,279 89,279 89,279 89,279 116,063 107,135 89,279
IFQ Pounds corresponding to QS limit (147,682.47) in the presence of CDQs
4A 21,408 20,281 16,901 19,154 25915 22,760 20,281
4B 28,599 27,169 21,449 24,309 32,889 32,889 30,029
4C 13,809 11,836 9,864 11,836 15,782 15,782 13,809
4D 16,993 14,566 12,138 14,566 19,421 19,421 16,993
4E 0 0 0 0 0 0 0 ﬂ
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Administrative Options

Because of the potential for non-transferable blocks, it may be desirable to adjust the Modified .Block
proposed amendment. Several different alternatives for treating such blocks could be chosen m.the
rule-making for the Modified Block amendment. The following provides a brief list of possible
alternative regulatory approaches for handling this issue should it occur.

1.

Current Formulation:
Discussion:

Under the current formulation, any blocks created which permanently exceed a QS ownership
cap would be non-transferable. Portions of the QS in the block could not be sold separately
under the Modified Block proposed amendment and nobody could receive QS in excess of the
ownership cap through transfer under the current plan.12 Non-transferable blocks may raise
an equity issue with respect to treating persons who fall into this category differently than others.

For example, persons who are initially allocated unblocked QS which exceeds the ownership cap
will be able to sell off portions of their holdings to multiple persons and thereby obtain fair
market value for their holdings. Similarly, persons who receive blocks of QS worth less than the
ownership cap will be able to sell or trade them for their benefit. Only persons who initially
receive blocked QS that is permanently worth more than the ownership cap would be stuck with
nontransferable OS.

However, as noted above, if blocks are created in the first-year which exceed the most restrictive
QS ownership cap based upon the QS outstanding at that time, such blocks may eventually hold
QS below the ownership cap if the total QS outstanding grows in subsequent years as appeals
are resolved. Under the current formulation, the Council could wait to see whether or not a
problem actually exists and then correct it with additional rule-making if it does.

Place A Person’s QS Up To The Ownership Cap Into A Block, Allocate Any Additional QS
To The Person As Unblocked QS.

Discussion:

Under this alternative, if the most restrictive QS ownership cap in an area is worth less than
20,000 pounds of IFQ in the implementation year then the maximum size block for that area
would be set equal to the ownership cap.

Persons with QS holdings worth 20,000 pounds or more of IFQ in the implementation year
would be issued unblocked QS. Persons with QS holdings less than or equal to the ownership
cap in an area would be issued a single block containing that QOS.

Persons with QS holdings greater than the most restrictive QS ownership cap for the area but
worth less than 20,000 pounds of IFQ would be issued both blocked and unblocked QS. Such
persons would be issued one block containing an amount of their QS equal to the area’s most
restrictive ownership cap. The remainder of their QS would be issued as unblocked QOS.

12Again, a transfer of such blocks might occur by operation of law.
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This alternative would guarantee that there would be no non-transferable blocks at the time of
implementation. However, while most persons would receive either a block of QS or unblocked
0S, persons falling into this "special” category would receive both a block of QS and unblocked

0osS.

3. Issue One Block To The Person With QS Equal To The Ownership Cap, And Issue The
Person’s Remaining QS In Another Block.

Discussion:

This alternative would simply split a person’s holdings into two blocks in cases where the
person’s initial QS allocation in an area was worth more than a QS ownership cap but less than
20,000 pounds of IFQ in the implementation year. One of the blocks would contain QS equal
to the ownership constraint. The second block would contain the person’s remaining QS.

This alternative would also guarantee that no non-transferable blocks would be created at the
time of implementation. It would also mean that all initial QS allocations worth less than
20,000 pounds of IFQ would be in blocks. However, persons who fall into this category would
receive two blocks rather than one.

4, Issue Blocks To Persons With QS Holdings That Are Less Than Or Equal To The
Ownership Cap, Issue Unblocked QS To All Others.

Discussion:

This alternative would also guarantee that there would be no non-transferable blocks. Under
this alternative, if the most restrictive QS ownership cap for an area is worth less than 20,000
pounds of IFQ in the implementation year, a person’s initial allocation of QS will be placed into
a block only if the QS allocation is less than or equal to the ownership cap. If a person’s initial
allocation of QS exceeds the ownership cap, then the person will be issued unblocked QS.

This option would mean that all persons would be issued either blocked or unblocked QS.13
However, this option could result in different blocking rules by area. In some areas, QS would
be blocked if it were worth less than 20,000 pounds of IFQ in the implementation year. In other
areas, a QS allocation might be left unblocked when it is worth less than 20,000 pounds of IFQ
in the implementation year, if that QS allocation also exceeds an ownership cap.

5. Exempt IPHC Areas 4A Through 4E From The Modified Block Plan.
Discussion:

Under this alternative, all QS in IPHC areas 4A through 4E would be issued as unblocked QS.
This option also would eliminate the possibility that some nontransferable blocks might be
created.

1:’Again, this abstracts from CDQ compensation blocking considerations. Under some of the CDQ
compensation blocking alternatives noted above, some persons might still receive both blocked and
unblocked QS in a non-CDQ area.
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This option would mean that persons in different areas would face different blocking rules.
Some persons with QS worth less than 20,000 pounds of IFQ in the implementation year will
be issued blocks in IPHC areas 2C through 3B. In Areas 4A through 4E, persons with holdings
worth similar amounts of IFQ will receive unblocked QS.

6. Allow All Blocks To Be Traded.
Discussion:

Under this alternative, the rule for the IFQ plan would be changed so that any blocks that might
be created which are greater than the QS ownership cap for an area would be tradeable. While
this would make all blocks tradeable, it might not achieve the Council’s long-term goal of
eventually reaching the point where no person has QS holdings in excess of an ownership cap.

The current IFQ plan allows initial QS allocations in excess of the ownership caps. However,
nobody can receive QS in excess of an ownership cap through transfer. This rule is designed to
achieve the objective noted above. Creating a block with QS in excess of an ownership cap and
making it tradeable could mean that QS holdings in excess of an ownership cap will continue
to exist through time.

7. Issue Such Blocks But Allow Them To Be Split For Transfer Purposes If They Still Exceed
The QS Constraint At The Time Of Transfer.

Discussion:

This is the Council’s preferred alternative. Under this alternative, all QS worth less than 20,000
pounds of IFQ at initial issuance would be placed into blocks, even if some of the blocks would
exceed a QS ownership cap at the time they were created. The plan admmzstmtor would be
concerned with the magnitude of the QS in a block only at the time of transfer.1#

The plan administrator would enforce this alternative when processing transfer requests. If a
block exceeds a QS ownership cap when the holder wants to transfer it, the administrator would
split the block into two blocks. One block would contain QS equal to the relevant cap and the
second block would contain the remainder of the person’s QS holdings. The holder would be
required to transfer the two blocks to different persons.

As the total amount of QS may be changing annually due to resolution of appeals andfor
enforcement actions, the amount of QS in a block could be above a QS cap in some years and
below it in others. Blocks which exceeded a QS ownership cap at the time of initial issuance
might not exceed a cap at the time of transfer, and vice versa.

Under this alternative, the size of a block would only become an issue at the time the holder
wants to transfer the block. Blocks which contain QS in excess of an ownership cap would be
split at the time of transfer.

This alternative was suggested by Marcus Hartley, the chief staff economist for the Council.
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Summary

This appendix has briefly discussed two types of complications which may arise under the Modified
Block Proposed amendment and has offered some alternatives for treating those complications.
These potential complications involve the interaction of the Modified Block proposed amendment
with the CDQ compensation portion of the IFQ plan and the possibility that some blocks may be
created which exceed a QS ownership cap in some Bering Sea halibut areas.

Rule-making alternatives for these two types of complications may also interact with each other. All
of these potential complications might be addressed directly in the rule-making for the Modified
Block proposed amendment, if the complications are perceived as issues which need to be addressed
prior to the first year of the program.
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P.O. Box 1229 Sitka, AK 99838 (%07) 747- 3600

| Dear Reader,

Along with the rest of the State, the Alaska Longline Fishermen's
Association (ALFA) is concerned about the impact of Individual
Fishing Quotas (IFQ) on the small boat longline fleet and the Alaska
coastal communities. We are also concerned about the future of the
resource, the fisheries, and the communities under the current open
access systemn and ‘'under the management systems proposed as
alternatives to IFQs. For these reasons, ALFA is advocating
amendment of the halibut and sablefish IFQ plan to include what has
become known as the Sitka Block Proposal. The Sitka Block Proposal
provides protection to the small-boat fleet and the Alaska coastal
communities; it also ensures that the longline fisheries will remain
accessible to small, independent operators sirce small quota
"blocks,” under this system, will remain afforcable. Enclosed please
find information on the Sitka Block Proposal; this information is
inteanded for distribution and/or publication.

Please contact me at the number above if | can orovide any
additional information. Thank you for your ume and attention.

Sincerely,
Linda Behnken
(exec. director, ALFA)



Dear Readav,

In response to continued concern regarding the impact of IFQs 20 2 small
boat fleet and the Alaska coastal communities, mempoers of ne Sixa

fishing community have developed an amendment to the savlefisn and
halibut IFQ plan currently before the Council.

This amendment, called the Sitka Block Proposal, provides protection 10
the resource without jeopardizing the future of the small boat fleet or
coastal communities. The Proposal achieves the same fleet diversity--
from skiffs to schooners--that led to the inclusion of vessel size classes
in the current IFQ plan, but does so more simply and more effectively. The
Block Proposal provides an entry level fishery, ensuring that no one will
be "shut out;" it also reduces consolidation, thus maintaining a relatively
large, diverse fleet and-protecting the socioeconomic health of the Alaska

coastal communities. In sum, it responds to the valid concerns raised by
concerned Alaskans. Here's how it works:

The Sitka Block Proposal permanently attaches each initially allocated
quota share to a license, which then becomes a "block.” No person may
own or control more than three quota share blocks per area per vear, and
no more than five blocks may be used on any one vessel per area per year.
As the North Pacific Fishery Management Council's IFQ analysis indicates,
there will be an abundance of relatively small blocks in the initial
allocation, a moderate amount. of medium sized blocks, and very few big
blocks. To illustrate: in the halibut fishery 62% of the initially aliocated
blocks will be 3,000 Ibs or less while only 5% will be greater than 30,C”
Ibs; in the sablefish fishery 35% of the blocks will be 3,000 Ibs or less,
54% will be 10,000 Ibs or less, and only 23% will be greater than 30, 000
Ibs. Since the blocks can not be combined® and each person is limited to
no more than three blocks, the owners of large vessels will bid against
each other for the large blocks, leaving the small blocks for small
operators, new entrants, and deckhands. Predictably, the small blocks
will sell for less per pound than the big blocks, hence the longline
fisheries will remain accessible to the skiff fishermen, the
troller/longliner, and the newcomer. Since at any given time a number of
people will have one or two blocks, the fleet will remain relatively large
and diverse--very much like the fleet of today. And because the fleet will
remain large and diverse, traditional delivery patterns (i.e., shore-side
deliveries in the small coastal communities) can be expected to continue.

The Sitka Block Proposal also ensures a greater availability of quota
blocks, since a person holding three blocks must sell one in order to



'ncrease his or her holdings  In other words, the specter of 100 or 200
ooais amassing quota until there 1s no quota left to amass is eliminated
with this amendment. Quota blocks will come on the market as fishermen
adjust their quota share holdings to suit their operation. Again, this will
orovide an entry level fishery and maintain fleet diversity.

Allowng more licenses per vessel than are allowed per pecrson is in
response to the deckhands' concerns about their future in the fisheries.
Under the Sitka Block Proposal, the deckhand who invests in a quota block
witl oe in high demand among skippers that already hold three blocks but
wish to increase their vessels' level of harvest. - Skippers with three
blocks will not be allowed to buy more, so they will look for deckhands
with blocks. Again, the abundance of small biocks will provide an
opoortunity for deckhands to purchase bliocks at an affordable price which,

'n turn. will asuure them of a job--or entry into the fishery as a vessel
cwner

At this point everyone agrees that the open access derbies can not
costinue. What we haven't heen able to agree on is the replacement. We
‘eel that the Sitka Block Proposal provides that replacement, and would
like it to be analyzed and addressed by the Council. For that to happen, the
Prcoosal needs broad-based support. The support is rapidly growing in
Sitka: it is our hope that the same will happen in other communities. If
you 'ike this amendment and/or want more information about it, please
.caii the ALFA office at 747-3400. We are eager to hear your thoughts.

Thank you for your time and attention. Sincerely,
M &Q\'\kﬂ.«\_
Linda Behnken

Since a3 lot of people will recieve initial allocations, or blocks, of 100, 300, and even 10
oouncs. we have proposed allowing people to combine two or more blocks into one as long as

the toial of the combined blocks dnes not exceed 1,000 pounds in the halibut fishery or 3000
Souncs in the sablefish fishery '



PROPOSED AMENDMENT
TO IFQ PLAN:
SITKA BLOCK PROPOSAL
QUOTA SHARE/LICENSE
PROGRAM FOR CATCHER BOAT CLASS

This amendment to the sablefish and halibut IFQ plan is proposed in response to
continued concern regarding the socioeconomic impacts of IFQs on costal communities and
the small boat fleet. The amendment preserves the nature of the fleet to the maximum

extent possible, while providing the sablefish and halibut resource with much needed
protection.

Under the proposed amendment, initial quota share allocations will be attached
to a specific license. The amount of the initial quota share allocation will be determined as
per criteria specified in the current preferred alternative. Subsequent quota transfers must
include transfer of the quota share license (QSL) and all quota shares attached to that
license. A persons' total holdings will be restricted by caps specified in the preferred alter-
native, and include all existing "grandfather" exemptions. Each person may land fish on no

more than three licenses per area per year. No more than five licenses may be used on any
vessel per area per year. :

These provisions will:
1. Ensure the continued existence of a relatively large, diverse fleet.

2. Provide protection to coastal communities. Because small boats tend to
be locally based, traditional delivery patterns will continue.

3. Provide an entry level fishery accessible to deckhands and other small,
independent operators. The abundance of small quota share "blocks" will
reduce the relative cost per pound of these licenses.

4. Simplify implementation, monitoring, and enforcement by eliminating the
need for vessel size classes and significantly reduce the number
of discreet quota share blocks that may be bought or sold.

By responding to the frequently voiced objections and concerns raised by industry and

community members, the proposed amendment has significantly increased the support
base for IFQs in southeast Alaska; predictably it will do the same statewide.

(N



LANGUAGE CHANGES / ADDITIONS
TO PREFERRED ALTERNATIVE

Sec 2 (B) : [Initial QS assignment]

(i)

(ii)

(iii)

(iv)

(v)

Initial QS allocations for each area shall be permanently attached to a
license.

In the initial allocation, the IFQs arising from a quota share license
(QSL) shall not exceed 1/2 of the specified ownership cap.

Those individuals or persons receiving initial allocation in excess of

thecapina management area shall be issued the number of QSLs
equal to his/her allocation.

QSL shall remain as single licenses and may only be sold or transferred
in their entirety unless QSL are combined pursuant to Sec 2 (D) (iv).
Portions of the QSL may be leased in accordance with Sec 2 (c) (2) (iii).

All sales of transfers of QSL shall be free and clear of all control,
fiduciary trust and/or future contract.

Sec2(C) (2) - Delete (i) (iii)

Sec2 (D) [Ownership Caps]

add

add

add

(iii)

(iv)

(vi)

For sablefish and halibut any individual or person not grandfathered
under Sec 2 (B) (1) (C) may not utilize the IFQs from more 1han three
QSL in a management area in any one year. In the event of sale or
transfer of QSL, a person or individual may hold up to 4 QSL for a
period of no longer than one hundred and twenty days.

QSL which have yearly IFQ's amounting to less than 1000 pounds for
halibut and 3000 pounds for sablefish may be consolidated by an
individual or person into a single permanent QSL as long as the result-
ant QSL does not exceed 1000 pounds for halibut or 3000 pounds for
sablefish.

For sablefish and halibut: IFQs from no more than 5 QSLs may be
utilized on any one vessel per area per year. [option: 4 QSLs per vessel
per area per year] 2 :
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TO: Jay Ginter
FROM: Joe Terry
SUBJECT: Sitka Block IFQ Proposal

Main Points of the Proposal

1. With two exceptions, the initial QS of each person by area
will ba a QS block that will retain its size and identity
for tha 1ife of the IFQ progran.

2. one exception is that, because no Q8 block may be mora than
one half of the ownership cap, a block that exceads this
limit will be subdivided such that none of the raesulting
blocks exceeds the limit. Each resulting block will ratain
its size and identity for the life of tha IFQ program.

3. The other axcaption is that blocks can be combined to form a

new block of up to 1,000 lbs for halibut or up to 3,000 lbs
for sablefish.

4. During a year, no persocn may own more than three QS blocks
for an area. The exception is that a fourth block can ba
owned, but not used, for a 120-day period.

5. During a year, no person may use tha IFQs from more than
three QS blocks for an area. . . . . ..... .. ..

6. During a year, no vessel may usa the IfQs from more than
five QS blocks for an araa.

7. The catcher boat vessel size categories would be eliminated.

8. It is not clear whether the distinction between catcher
boats and freezer boats would ba eliminated or whether other
restrictions on ownership and use of QSs and IFQs would be
eliminated.

Pxononents' Assertions

1. The proposal provides protection to the small boat fleet and
the coastal communities; it also ensures that the longlina
fisheries will remain accassible to small, independent

operators: i.a., small quota blocks, under this system, will
remain affordabla.

2. The proposal achieves the same flest diversity -- from
skiffs to schooners -- that lead to the inclusion of vessal
size classes in the current IFQ plan, but it does so more
~simply and more effectively.

iy
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owners of large vessels will bid against each other for
large blocks, leaving the small blocks for small oparators,
new antrants, and deckhands.

... the fleet will remain large and diversa —-- very much
l1ike the fleet of today. And because the fleet will remain
large and diverse, traditional landing patterns (1.e, shore-
side deliveries in small coastal communities can be expected
to continue.

Responses to the Main Points of the Proposal

1.

The restriction that no bleck axceed one half of the
ownership limit will be difficult to implement because the
blocks are by management area but, with the exception of
Southeast, the ownership limits are for groups of management
aress. It is not clear whether the intent is to use the
area wide limits or management araea specific limits.

There is an aquity problem if the blocks that are gplit to
remain under these limits are not split in a way determined
individually by each such QS recipient. For example, it the
QS block size limit is 0.5% of the total QSs of an area, a-
parson who qualified for 1% of the total QSs would receive
two blocks each of 0.5%, but if blocks are subdivided into
equal sizes, a person who qualified for 1.0001 % of the
total QSs would recaeive three blocks each of about 0.333%.
If there is a price ireniun for larger blocks, the former QS
rcgipg;nt would be given blocks that are in total more
valuable. :

Emergency transfers are not addressed. If they are net
allowed for as an exemption to how many blocks a person or
vessel can fish, an illness or the loss of a vessel could
prevent some blocks from being used fully.

The ability to combine blocks up to 1,000 lbs or 3,000 lbs,
respectively, for halibut and sablefish is complicated by
the fact that IFQs but not QSs are in terms of annual catch.
This problem can be solved by saying that blocks can be
combinaed up to 1,000 lbs or 3,000 lbs basad on 1992 TACs.

Responses to Proponents' Claims

1.

The proposal will clearly increase the ninimum number of QS
owners and vessels that may be involved in taking the TACs
(see attached tables).

Although the price of a small block will be less than that
of a large block, the price per pound will not necessarily
be less for small blocks. The demand and supply for each
type of block will determine the price per pound of each
block size. For example, the demand for small halibut
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blocks by salmon trollers to cover their bycatch and by
fishermen who cover thair fixed costs in other fisheries may
be sufficiently high that the price per pound will be higher
for small blocks. If smaller blocks will cost less due to
their siza but not due to a lower price per pound, no
advantage is provided bacause, with thae Council's program,
QSs can be purchased in very small to very large increments.

It is not clear that the proposal provides more protection
for small vessels from large vessels. With the vessel
classes of the Council's proposal, there is absolute
protection provided among the vessel classes but no
protection within a vessel class. The proposal would
eliminate the absoluta protaction. Therafore, thea
protaction would not necessarily be more effactive with the
proposal.

The proposal does not result in a simpler method of
protection. The need to monitor blocks would add to the
administrative and enforcement complexity of IFQs. The
increased transaction costs associated with blocks would
impose costs on those who bought and sold Qs. The market -
would be fragmented, perhaps with different prices per pound
for different sized blocks. To increase his annual catch by
10,000 lbs, a fisherman would have to £ind somecne who
wanted to sell a block that was 10,000 lbs more than one of
his blocks and also find someone who wanted to buy a block
of the size he has to give up.

The rule that no more than S blocks can be used on a vessel
will make deckhands with small blocks much less welcomed on
a vessel than with the Council's proposal. With the
proposal, a vessel that wants to maximize its catch would
not use a deckhand with a small block.

It is not clear that the ability of Alaska coastal
communities to compete with other ports for halibut and
sablefish landings will be affected adversely by the
Council's IFQ program; therefore, it is not clear that
proposal eliminates an actual problem for these communities.

With the proposal, a fisherman who wants to participate in
the IFQ fishaeries during much of the year will have to fish
in many areas instead of being able to concentrate his
effort in a management area of his choicae. This will tend
to increase his operating costs, decrease his ability to
deliver to a local processor, and result in a more transient
and, perhaps, less safe fishery.

If the demand and supply for different sized blocks are such
that the price per pound is higher for small blocks, the
proposal would further disadvantage the group it is intended
to help. The inability of this group to use large blocks is
one factor that would tend to increase the price per pound
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of small blocks and decrease that of large blocks.

For the purposes of the halibut harvesting cost model it was
assumed that the trip capacity was 10,000 1bs, 20,000 lbs,
and 50,000 lbs, respectively, for vessael up to 35 feet,
vessels betwaen 35 and 60 feat, and vaessals betwaeen 60 and
90 feet. This means that aeven a small boat would havae to
have relatively large blocks to make a small number of trips
in one manageament area.

The proposal will substantially reduce the benefits provided
by the limited ability to buy IFQs (rent Qss) .

The decreased ability to make marginal adjustments in IFQs
could increase discards and unreported catch and increase
the probability that the TACs will not ba utilized fully.



RONALD E. HEGGE
14235 HANCOCK DR.
ANCHORAGE, ALASKA 99515.3961

Phone (907) 348-8212
Fax (907) 345-8213
" Richard B. Lauber, Chaimman - May 19, 1992
NPEMGC.
P.O. Box 103136

Auchorage, Alaska 99510
Dear Rick:

I am writing to advise you of an amendment to the sablefish end halibut IFQ plan which I intend to
introduce as an out of cycle proposal at the June meeting.

Proposed Amendment:

Allgcation: Initial Quota Shares (QS) and Individual Fishing Quotas (IFQ) will be issued in blocks,
which in the year of implementation will equal the rumber of QS necessary to produce 10,000 IFQ lbs.

All persons will receive that amount of QS and IFQ as per the original plan, however they will be
parcelied into blocks, either full or partial. For example a person who would have received 15,000 Ibs
of IFQs will receive one full dlock of 10,000 IFQ 1bs. and one partial block of 5,000 IFQ lbs.

Full Blocks will be the number of QS which gencrates 10,000 IFQ 1bs. in the first year of implemenstion
for each area. The number of QS comstituting a full block will vary in each area becauss of the nature
of the allocation. The table below shows the number of QS in full blocks for each area in the halibut and
sablefish plans.

] r—2 L = — —— - ’
Halibut Full Blocks by Area Sablefish Full Blocks by Area n
(based on 1992 TACS) (based on 1992 TACs)
Area | Quota Shares IFQ Ibs in Area Quota Shares IFQ lbs in
in Full Block Full Block in Full Block Full Block
2A 5741 10,000 EY/SEO 575N 10,000
3A 65,789 10,000 wY 61,350 10,000
3B 57,142 10,000 Cca 59,880 10,000
4A 57.142 10,000 wQa 70,922 10,000
4B 35971 10,000 BS 66,228 10,000 l
4C 46,729 10,000 1 A 111,360 10,000
}—-_ ——rt —_— e
4D 53,191 10,000
e ——————

Partial Blocks will result when 1) A person’s initial IFQs for a given area are less than 10,000 Ibs, or 2)

A person’s initial IFQs are not exactly divisible by 10,000, i.. the remaining portion of a persons IFQs
not issued in full blocks.

5/1952 Pg 1
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R.B. Lauber
May 19, 1992

It should be noted that QS represent the total pounds landed by each person in 8 given arca during their
best five years. A persons IFQs are calculated by dividing his QS into the total amount of QS in any arca
(QS Pool) and multiplying by the TAC for that area, i.e. IFQ=(QS/QS Pool)*TAC.

Ownership Limitaions: Any person, as identified In the original amendment, may hold or purchase any
number of full blocks, up to the ownership caps as identified in the original amendment. Any person who
owns at least one full block in an area may own or otherwise control only one partial block in that area.
Any person who does not own or otherwise control 8 full block in a given area may hold or control up
to three partial blocks in that area.

Annual IFQ Allotments: After initial allocation annual IFQ Ibs, will be assigned as in the original
amendment, based on the amount of QS holdings by each person, but would continue to be identified as
full or partial blocks, It should be noted that if the TACS change after the initial year of implementation
the number of IFQ pounds each full block represents will change, however the number of QS constituting
a full block will not change after implementation.

Vesse] Classes: Vessel size classes will be removed from the plan, with the exception of the freezer
category.

Ratlonale:

Clearly there is significant opposition to the IFQ plan adopted by the Council, The greatest opposition
comes from small vesscl operators, crewmen, and communities, all of whom feel the IFQ's would be
bought up by large operators, which would eliminate future opportunity for those entering the fisheries
and a loss of employment opportunities.

The Sitka Block (SB) proposal addresses some of these problems but also creates additional management
difficulties. The SB proposal has certainly created opposition among the medium and large operators,

I feel the proposal 1 have outlined presents a compromise that gives all of the protection of a block
program for new cntrants and small vessels while not unduly restricting the larger participants. Removal
of the vessel size classes eliminates an expensive and now unnecessary restriction.

Certainly amending a plan so recently passed by the Council and not yet approved by the Secretary causes
some concem. The majority of the Council, myself included, did not feel traditional management tools
could address the management problems with which we were faced. A decision of this magnitude must
have industry support and I feel addressing the very valid concems of such a large scgment of the industry
and dependent communities is critical to the successful implementation of the sablefish and halibut IFQ
plan.

Respectfully,

R.E. Hegge
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