AGENDA C-5

FEBRUARY 2002
MEMORANDUM
TO: Council, $SC, and AP Members
FROM:  Chris Oliver W EST%%%%‘;‘M
B Executive Director
_DATE:  April 6,2002
' SUBJECT: Crab Rationalization
ACTION REQUIRED }}\05 '

(a) Initial review of the analysis of the crab rationalization alternatives. <~ ¢
(b) Discuss process and suite of altematives for the EIS.

BACKGROUND

At its Juoe 2001 meeting, the North Pacific Fishery Management Council (Council) adopted a suite of
alternatives, elements and options for analysis of a rationalization program for the Bering Sea and Aleutian
Islands (BSAT) crab fisheries. After status reports and reviews at its December 2001 and February 2002
meetings, the Council amended its motion to its current form (Item C-5(a)) and scheduled this item for initial
Teview at this meeting. A document was provided to the Council family prior to the meeting. If the document
is deemed to be sufficient, selection of a preferred alternative on the proposed crab rationalization
alternatives would be scheduled for the June 2002 Council meeting.

The proposed action would develop an IFQ or cooperative program to manage the BSAI crab fisheries. A
change in management from the current License Limitation Program (LLP) may be necessary to alleviate
problems of resource conservation, bycatch and handling mortality, excessive harvesting capacity, lack of
economic stability, and safety that have arisen because of the race to fish that occurred under the open access
fishery prior to the LLP and under the current L1P management structure.

Final action for this package is unlike most final actions taker by the Council, since Congress may need to
modify their moratorium on IFQ programs (and perhaps jurisdiction over inshore processors) before the
Council could submit either an IFQ or cooperative alternative to the Secretary of Commerce (SOC). Once
the Council’s preferred altemative is identified, it would then need to be melded into the crab EIS, that is also
currently being developed, as the preferred altemative. It is expected that this can be completed during the
summer of 2002 for action by the Council in October, so that the formal EIS/RIR/IRFA package could be

submitted to the SOC by the end of this year (assuming Congressional action allowing the Council to move
forward at that tirne).

The analysis considers three overriding alternative management structures for the BSAl crab fisheries; status
quo (or continued management under the L1LP), an IFQ program, or a cooperative program. The IFQ program
alternative includes options defining either a one-pie harvester only IFQ program or two-pie program, which
would include both harvester shares and processor shares. The cooperative program alternatives include two
structures that could be selected. The Voluntary Cooperative alternative is a program that would allocate
shares to harvesters and processors and allow each harvester to join a cooperative with one or more other
harvesters associated with one or more processors. The Plurality Assignrnent Cooperative alternative is a
program that would allow each harvester to join a cooperative associated with the processor that it delivered
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the most crab to during a specified qualifying period. Harvesters that join a cooperative would receive an
allocation based on qualifying catch history. Harvesters that elect to forgo joining a cooperative would be
limited to participating in an open access fishery. This program alternative includes several different options

that would protect processor interests to varying degrees and that would define movement between
cooperatives.

Initial review of the analysis of the crab rationalization alternatives

The current draft of the analysis of the crab rationalization alternatives is similar in format and content to

the February 2002 draft. To assist in review of the document, a summary of the changes in the current draft
from the February 2002 draft is provided at the end of this summary.

Introduction (Section i)

At its June 2001 meeting, the North Pacific Fishery Management Council adopted a suite of alternatives,
elements and options for analysis of a rationalization program for the Bering Sea and Aleutian Islands (BSAD)
crab fisheries. Afier a status report and pre-initial review at its December 2001 and February 2002 meetings,
the Council amended its motion to its current form and scheduled this itemn for initial review at its April 2002
mesting. The document is the initial review draft of the analysis of those alternatives. If the document is
deemed to be sufficient, selection of a preferred alternative for the proposed rationalization of the BSAI crab
fisheries would be scheduled for the June 2002 Council meeting.

The proposed action would develop an IFQ or cooperative program to manage the BSAI crab fisheries, A
change in management from the current License Limitation Program (LLP) may be necessary to alleviate
problems of resource conservation, bycatch and handling mortality, excessive harvesting capacity, lack of
economic stability, and safety that have arisen under the race to fish that has occurred LLP management.

Final action for this package is unlike most final actions taken by the Council, since Congress may need to
modify their moratorium on IFQ programs (and perhaps jurisdiction over inshore processors) before the
Council could submit either an IFQ or cooperative altemative to the Secretary of Commerce (SOC). Once
the Council’s preferred alternative is identified, it would then need to be melded into the crab EIS that is also
currently being developed as the preferred alternative. It is expected that this can be completed during the
sunmer of 2002 for action by the Council in October, so that the formal EIS/RIR/IRFA package could be

submitted to the SOC by the end of this year (assuming Congressional action allowing the action by that
time).

The analysis considers three overriding alternative management structures for the BSAI crab fisheries; status
quo {(or continued management under the LIP), an IFQ program, and a cooperative program. The IFQ
program alternative includes options defining either a one-pie, harvester only IFQ program or a two-pie
program, which would include both harvester shares and processor shares. Two cooperative program
alternatives are analyzed. The Voluntary Cooperative alternative is a program that would allocate shares to
harvesters and processors and allow each harvester to join a cooperative with one or more other harvesters
associated with one or more processors. The Plurality Assignment Cooperative alternative is a program that
would allow each harvester to join a cooperative associated with the processor that it delivered the most crab
to during a specified qualifying period. Harvesters that join 2 cooperative would receive an allocation based
on qualifying catch history. Harvesters that elect not to join a cooperative would be limited to participating
in an open access fishery. This program altemative includes several different options that wonld protect
processor interests to varying degrees and that would define movement between cocperatives. The analysis
examines several different aspects of the proposed programs and their impacts on the fisheries.
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Backeround (Section 2)

As a foundation for the analysis of alternatives, the analysis contains an extensive background secticn that
describes the current conditions in the different fisheries under consideration forrationalization. The section
includes subsections describing the affected environment, fishery biology, fishery management, the
harvesting sector, the processing sector, community and social impacts, ex vessel prices, and various market
and economic conditions. Table E1 shows the maximum GHL, the minimum GHL, and closure years (if any)
for the fisheries under consideration for rationalization.

1

Table E1: Maximum and Minimum GHLs for various crab fisheries and years the fishery was closed

T WEananGHL i TET T e Clostes
Fishery {milians of pounis) {riltions of pounds) (Years'Season)

Bering Sea Snow Crab(C. apilio) 333 (1950) 253 (2001 None
Bristol Bay Red King Crab 18 (1951) 5(1998) 1954, 1905
Baring Sea Tanner (&, bairdf) 302(1991%) 22(19%) 1997, 1998, 1899, 2000, 2001
Pritilof Lelzpwis Red King Crab 34 (1993 1.25° (1e98) 19971/02 & 1999, 2000, 2001
Pribitol fslands Blue King Crab 25° (1995) 1.25° (1998) 1951/92 & 1998, 2000, 2001
St Matthew Blue King Creb 5{1e57) 24(1955) 1699, 2000, 2001
Western Aleutian kstands (Duteh Harbar) 32 a0
Golden (Brown) King Crab (1996, 1697, 1968) (1998, 1989, 2000, 2001) Nene
Eastern Aleutian Islands (Adal) Golden 27
(Erovwn) King Crab (1986, 1957, 1988) None
Eastern Aleutian istands (Adald Red 1806/07, 1997/08, 19992000, &
King Crab 20002001
*Corrbined red and Hue king oreb.

Table E2 reports the weighted average annual ex-vessel price of the various crab fisheries under
consideration. These data were derived from ADF&G fishtickets. The data in the report generally show that
the mid-1990s were in general strong vears for ex-vessel prices. Ex-vessel prices also increased in 1999 and
2000 (relative to the 1997 and 1998) except in the Bristol Bay red king crab fishery.

Table E2: Weighted average annual ex-vessel prices from ADF&G fishtickets (prices have not been adjusted

for inflation) _ _ . - -
Year {Fishing | WAl golden Adakred Bristel BS BS EAl goiden Pribilof  Pribilof St. Matthew
Season) king’ king' Bayred C.opili C.baird? kingcrab® blue king® red king® blue king®
king®
1998-1999 | $2.04 closed  $626 _ $056  closed _ $1.87 $234  $239 $1.87
1999-2000 $3.14 closed $4.81 $0.88 closed $3.22 closed closed clesed
2000-2001 $3.15 closed $4.14 $1.85 closed $ 3.50 closed closed closed

1) Fighing seasons span two years

2) The fishing seasons that took place in one calendar year are identified by the first year listed in the year column,

Table E3 is a summary of the first wholesale prices derived from Commercial Operator Annual Report data.
These prices were calculated by dividing the total first wholesale value reported by the processor by the total

pounds of the product form produced.
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Table E3: First Wholesale Crab Prices by Species and Product Form, 1991-2000 (prices have not been
adjusted for inflation)

[Species Product 1998 1999 2000
|Fled King Crab Shellfish Sections $ 5.52 $11.25 § 9.1t

Whole 3 3.83 $1069 3 7.74
{Blue King Crab Shellfish Sections $ 4.80 Cont. Conf.
Golden King Crab |Shellfish Sections $ 424 $690 §$ 722

Whole $ 4.90 3 3.79 $ 4860
[C. bairdi Shelifish Sections $ 4.81 $ 423 § 583

Whole $29  $371 $3.33
C. opilio Shelifish Sections $ 2.03 $292 §$ 418
l Whole $205 § 108

Source: Commercial dperator‘s Annual Reports (1998-2000)

The harvesting and processing activity in the BSAI crab fisheries contributes to the economies of
numerons communities in Alaska, Washington, and Oregon. Table E4 shows the distribution of value of
harvests by region of vessel ownership to the extent feasible given data confidentiality considerations.
Table E5 shows the regional distribution by value of processing by processing location. Mobile
processors (for which community or regional attribution of processing location is problematic) comprise
a significant proportion of total processing effort, and confidentiality restrictions allow local fixed
processor totals for only two communities. As these tables suggest, the social and economic links to

harvesting and processing sectors vary greatly by community and region, as does engagement with the
fisheries through support service sector activities.

Table E4: Average Annual Value of Harvest for IFQ Crab Vessels in Various Fisheries Categories, by
Fisheries Category and Community of Vessel Owner - Alaska, Washington, and Oregon
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Baing SeaTarerQb SIRER| SBAe SeRam|  Seai snan| symw| sew| swas| seas| swIwes
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Table ES: Total Value in Dollars of Crab Processed, 1991-2000, by City/Port Category and QS/TFQ
Crab Fishery

anz QARG Crab Fishery
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Biology. Management. Environmentat. and Safety Implications (Section 3.2).

The analysis includes an extensive discussion of the biological, management, environmental, and safety
impacts of rationalization of the BSAT crab fisheries. This section examines the appropriateness of the
different fisheries for rationalization, potential changes in deadloss, size limits, incidental catch, seasons, pot
{imits, the potential impacts of overlapping seasons of different species, and the effects of rationalization on
rebuilding programs. The section also examines the environmental factors including the impacts of
rationalization on endangered species and marine mammals. The section concludes with discussions of the
division of management authority between State and federal managers and the impacts of rationalization on

safety in the fishery. The analysis in this section was provided to Council staff by representatives of State
of Alaska ADF&G and NMFS.

The analysis suggests that the Bering Sea C. opilio, Bristol Bay red king crab, Bering Sea C. bairdi, Pribilof
blue king crab, Pribilof red king crab, St. Matthew blue king crab, and the two Aleutian Isiands golden king
crab be included in the rationalization program. The Aleutian Islands red king crab, the Aleutian Islands C.

bairdi, the Pribilof golden king crab, and Bering Sea Tanneri fisheries are suggested for exclusion from
rationalization.

Rationalization should have environmentally-friendly impacts on the crab stocks and their habitat as long
as concerns over highgrading and ghost fishing from lost pots do not evolve. Managers are concerned that
highgrading may occur when the time pressures are removed fromthe fishery. Fishermen will be more likely
to keep only the highest valued catch since any catch landed will be counted against their quota. Therefore,
keeping second quality crab {especially when there are large differences in ex-vessel price) might not
maximize profits. Under the current low GHLs and race-for-fish managernent system all marketable crab are
currently being retained. The State of Alaska feels that new regulations will likely need to be developed to
protect the biological integrity of the stock. They also indicate that onboard observer coverage and dockside
sampling are needed to determine if changes in fishery selectivity occur and the mechanisms that cause those
changes. Pot limits ray be relaxed in a rationalized fishery. For pot limits to be changed the BOF would
need to be petitioned or a proposal would need to be submitted to the BOF requesting that pot limits be
modified.

Seasons for the different species proposed for inclusion in the rationalization program are considered. The
primary biological objective in scheduling seasons is avoidance of mating and molting. Table E6 shows the
molting and mating seasons for the different species being considered for rationalization. The analysis also
considers the use of concurrent seasons for species included in the rationalization program. An advantage
of multispecies fisheries is the potential decrease in mortality of discards. As crab fishing seasons are
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lengthened the possibility of gear conflicts with trawl and longline vessels increase. Those conflicts would
need to be monitored to ensure that they were not increasing to an unacceptable level.

Table E6: Bering Sea Crab Fishery Molting/mating time periods as determined by the Crab Plan Team in
September 2001

Species Molting/mating time period
C. cpilio May 15 to July 31
C. bairdi April 1 to July 31
blue king crab February 1 to July 31
red king crab | January 15 to June 30
red king crab {(Norton Sound) September 15 to October 31
golden king crab January 1 to December 31

‘The analysis also supports provisions which would create no allowance for overages or underages on the
principle that overages and underages should be fully avoidable in a rationalized fishery. The analysis also
supponts full accounting of deadloss. The analysis suggests that the slower pace of a rationalized fishery will
improve sorting of crab by gear, thereby decreasing handling mortality and deadloss.

The analysis states that the rationalized fisheries would need to be managed with TACs instead of the currént
GHL management. TAC management would provide certainty of allocations necessary to realize the full
benefits of rationalization. The allocation of a minor open access fishery, as proposed in the Plurality
Assignment cooperative program alternative, could also be problematic for managers that are required to
monitor 2 small GHL in an open access fishery. The more precise ruanagement under a TAC (without
provision for overages) could also aid rebuilding efforts in the fisheries.

Monitoring participants in a rationalized fishery would be challenging due, in part, to the extended seasons.
The analysis supports the use of Vessel Monitoring Systems (VMS). VMS would not only improve
monitoring activities of participants but also would improve data collection. ADF&G has suggested that the
costs of this system could be borne by either participants in the fisheries or the federal government.
Additional monitoring of landings may also be required. Observer requirements and the disbursement of
costs of those reguirements will also need to be assessed in a rationalized fishery.

The analysis assesses the need to maintzin a minimunm fleet size to ensure that harvests reach an optimum
level. Caps on ownership could be used to ensure that fleets are maintained at a size necessary to maintain
harvests in the event excessive stocks require additional barvesting power.

The section includes a discussion of the interaction of State and federal management and monitoring of the
fisheries. Limitations of delegation of management authority by the federal government may require that
NMFS assume responsibility for allocations of quota in the fisheries. Setting of TACs (or GHLs), regulating
fishing activity, and collecting harvest date for monitoring harvest limits and enforcement of regulations are
currently conducted by the State and could, for the most part, continue to be subject to State management
in a rationalized fishery. Further detail on the joint management of the fisheries is provided in this section.

The section concludes with a discussion of the implications of rationalization on safety in the fisheries.
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The Allocation of Harvest Shares (Section 3.3).

This section of the analysis exarines the different alternatives for allocating harvesi shares. The analysis
examines the rules that define eligibility to receive an initial allocation and the calculation of those
allocations. Both proposed options would base eligibility on whether a vessel has met the requirements for
an LLP license. Table E7 shows the number of endorsed LLP licenses in the fisheries and the estimated
number of vessels that wounld qualify for a crab endorsed LLP license and hence an initial allocation in each
fishery being considered for rationalization.

Table E7: LLP licenses and the Estimated Number of Vessels that Qualify for LLP licenses endorsed for
* BSAI Crab Fisheries.

Fishery : Number of Permanent Number of Number of Vessels

LLP Licenses Interim LLP Estimated to Qualify

Licenses for an LLP License
WAI {Adak} Golden King Crab 27 14 23
WAI {Adak) Red King Crab _24 22 28
Bristol Bay Red King Crab 260 89 268
Bering Sea C. Opilio 260 g3 256
Bering Sea €. Bairdi 260 a3 268
EAl {Duteh Harbor) Golden King Crab 27 14 20
_ Pribitof Blue King Grab 110 43 B4
Pribilof Red King Crab 110 48 _122
Blye King Crab 154 59 180

Source: NMFS Alaska Region RAM Office and State of Alaska ADF&G Fish ticket files.

The sum of permanent and mterim licenses is the maximum number of vessels that could qualify. The
“number of vessels estimated to qualify for an LLP license” is the minimum number that could qualify, as
that does not inclixde vessels that rely on Amendment 10 exemptions for qualification, which define limited
exemptions and circumstances when activities from multiple vessels may be combined to meet the
qualification criteria. The consistency of the different allocation options with the current LLP management
is discussed. The section also includes quantitative analysis of the allocations under the different qualifying
year options for each fishery. The analysis shows that the allocations in the Bering Sea C. opilio, Bristol Bay
red king crab, Bering Sea C. bairdi, Pribilof blue king crab, St. Matthew blue king crab, and Western
Alentian Islands (Adak) red king crab are very similar under all of the qualifying year options. In the Pribilof
red king crab fishery, the allocation to the leading four vessels varies somewhat under the different options.
Inthe two Aleutian Islands golden king crab fisheries (particularly in the Western subdistrict), the allocations
under the various options show greater variation. Graphical representations of the allocations and descriptive
statistics appear in the section. Graphs included in this section show groupings of four vessels to protect
confidential data. The same vessels are not always in the same groups for the different allocation options.
The portion of the total allocation to catcher/processors in each fishery under each option is also shown.

The IFO Pro Elements {Section 3.4).

This section analyzes the options for development of an IFQ program. The section includes analyses of the
various measures that define the rights to own, purchase, and use harvest shares in the different fisheries. The
section includes an analysis of the two-pie IFQ altemative, including the initial allocation, ransfer rights,
and ownership and use caps on processor shares and limits on vertical integration.

Harvest Shares

The analysis examines use and ownership caps on harvest shares in the different fisheries at the initial
allocation. These caps are intended to limit consolidation of harvest shares, in part, to ensure cormpetition
in the harvest sector. This analysis is limited by the poor availability of vessel and LLP license ownership
information. Based on available data, no persons would exceed a 5 percent ownership cap in the Bering Sea
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C. opilio, Bristol Bay red king crab, Bering Sea C. bairdi, or St. Matthew blue king erab fishenes. Four
persons would exceed the 5 percent cap in the Prbilof blue king crab fishery, Data concerning the number
of persons exceeding an 8 percent or 5 percent cap in the Pribilof red king crab fishery cannot be shown
becanse of confidentiality restrictions on the release of data. Several persons would exceed z 1 percent cap
in all of these fisheries. In the Western Aleutian Islands golden king crab fishery, the number of persons
exceeding a 40 percent, 20 percent, or 10 percent cap carmot be shown because of confidentiality restrictions
on the reiease of data. In the Eastern Aleutian Islands golden king crab fishery, no persons would exceed the
40 percent cap. The number of persons exceeding the 20 percent cap in this fishery cannot be shown because
of confidentiality restrictions on the release of data. If the allocation in Aleutian Islands golden king crab
fisheries is based on the combined participation in both areas, no persons would exceed the 40 percent cap

and the number of persons exceeding the 20 percent cap cannot be shown because of confidentiality
restrictions on the release of data.

Processing Shares

A complete analysis of the two-pie IFQ program is also contained in this section. Program elements including
the initial allocation of shares, transfer rights, and ownership and use caps are examined. Two options for
allocating processing privileges to catcher/processors are proposed. Under the first, caicher/processors would
be allocated processing shares in the same manner as those shares are allocated to other processors.

Alternatively, catcher/processors could be allocated a “catcher/processor share” that includes both harvest
and processing privileges.

Option under which catcher/processors are allocated processing shares

If catcher/processors are allocated processing shares, in the Bering Sea C. opilio, the Bristol Bay red king
crab, and the Bering Sea C. bairdi fisheries slightly more than 30 processors will receive an allocation. The
leading four processors would receive an average allocation of between 12 and 14 percent depending on
which qualifying year option is selected. The average allocation would be less than 5 percent and the median'
allocation would be approximately 1 percent or less. In the Pribilof red king crab, Pribilof blue king crab,
and St. Matthew blue king crab fisheries approximately 15 processors wounld receive allocations. The leading
four processors would receive on average less than 20 percent of the total allocation. The median allocation
would be less than 5 percent. In the two Aleutian Islands golden king crab fisheries, between 8 and 13
processors would receive an initial allocation. The four largest processor allocations would be between 20
and 25 percent of the total allocation. In the Eastern Aleutian Islands fishery, the median allocation would
be between approximately 4 and 8 percent of the total allocation. In the Western Aleutian Islands fishery,
the median allocation would be less than one percent.

Owmership and use caps on processor shares are analyzed based on the initial allocations. These caps are
intended to limit consolidation of processing shares, in part, to ensure competition in the processing sector,
The analysis is limited because of confidentiality restrictions on the disclosure of data. The analysis shows
that with the exception of the Western Aleutian Islands (Adak) golden king crab fishery, no processors would
exceed a 50 percent cap based on the initia] allocation. In the Bering Sea C. opilio, the Bristol Bay red king
crab, the Bering Sea C. bairdi, the Pribilof red king crab, and the Pribilof blue king crab fisheries, no
processors would exceed a 30 percent cap. A complete analysis of the caps appears in this section.

The section also examines vertical integration in the crab fisheries by analyzing the allocation of harvest
shares to persons affiliated with processors. The Council has proposed limiting processor ownership of
harvest shares to 8, 5, and 1 percent of the total allocation of harvest shares to restrict vertical integration in
the fisheries. In the Bering Sea C. opilio, the Bristol Bay red king crab, ard the Bering Sea C. bairdi fisheries

! The median allocation is the allocation at the midpoint of the distribution, for which half of the allocations
would ber larger and half of the allocations would be smaller.
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in excess of 40 vessels are affiliated with processors (including independently owned catcher/processors).
Under almost all of the allocation options between 4 and 5 processors would exceed a 1 percent cap on
harvest share ownership in these fisheries. No processors would exceed a 5 percent cap in the Bering Sea
C. opilio or the Bering Sea C. bairdi fisheries. In the Aleutian Islands golden king crab fisheries, between
1 and 4 processors would receive harvest share allocations depending on the allocation option selected. In
the Western subdistrict, the number of processors exceeding any caps cannot be shown because of
confidentiality restrictions. In the Eastern subdistrict, no processors would exceed either an 8 or 5 percent
cap. Under the option that would determine the allocation based on combined harvests in the two subdistricts,
the number of processors exceeding any caps cannot be shown because of confidentiality restrictions. In the
Pribilof red king crab and Pribilof blue king crab fisheries, between 4 and 6 processors would receive an
* allocation of harvest shares. In the Pribilof red king crab fishery, no processors would exceed an 8 percent
cap. No further information on the caps can be disclosed for this fishery. In the St. Matthew blue king crab
_ fishery, 11 processors would receive an allocation of harvest shares. No processors would exceed either an
8 or 5 percent cap in this fishery. The number of processors exceeding the 1 percent cap cannot be disclosed.
In the Western Aleutian Islands red king crab fishery, three processors would receive an initial allocation of
harvest shares. Ne information concerning the number of processors exceeding the proposed share caps can
be disclosed for this fishery.

Option under which catcher/processors are allocated catcher/processor shares

Cooperative Program Alternatives (Section 3.5). This section examines the cooperative programalternatives
advanced in the Council motion. The section begins with a brief discussion of the cooperative alternatives
that the Council has considered and excluded from analysis. These cooperative program options were deemed
unsuitable for the crab fisheries. These options would potentially distort allocations from the historical
participation, providing limited share protection to both harvesters and processors.

More importantly, the section examines the Voluntary Cooperative program and Plurality Assignment
Cooperative program currently under consideration. The Voluntary Cooperative program would allocate
harvest and processing shares similar to those under the IFQ program alternatives. The program would permit
harvest share holders to form cooperatives associated with one or more processors holding a processing
allocation. The program s intended to provide maximum flexibility, allowing the development of cooperative
arrangements between participants that see an advantage to creating those arrangements. These agreements
could help to ensure that more of each person’s allocation is more fully harvested. This would be
accomplished though pooling remaining shares at the end of a season so one vessel from the cooperative
could be sent out to “mop-up” the remaining quota. This has been done in the BSAI pollock cooperatives,
where the percentage of the TAC being left unharvested each year is very low relative to the halibut and
sablefish IFQ programs.

Under the Voluntary Cooperative program share allocations would be made to both harvesters and processors
regardless of whether cooperative agreements are entered. Because of this aliocation system there would

be no “open access” fishery. Persons that do not elect to join a cooperative would still receive a protected
allocation.

The second cooperative program (the Plurality Assignment Cooperative program) would permit each
harvester to enter a single cooperative associated with the processor to which he/she delivered the most
pounds of crab during the qualifying pericd. Allocations are made to each cooperative based on the catch
history of its members. Allocations of harvesters that do not join a cooperative are made to an open access
fishery thatis fished competitively by harvesters that donot join cooperatives. Because of the eligibility rules
and a requirernent that a cooperative have at least two members, over half of the processors that received
deliveries from the crab fisheries during the qualifying period (but were not the recipient of the most catch
from at least two harvesters) would not be able to associate with a cooperative in the first year of the
program. Also under a 1994-99 qualifying period, five vessels would not be eligible to join a cooperative
because they were the only vessel qualified to form a cooperative with their primary processor. These
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vessels would be required to participate in an open access fishery the first year of the program. Each year,
participants in the open access fishery would become eligible to join a cooperative associated with the
processor to which it delivered the most crab in the open access year.

The all-or-nothing allocation of catch history to processors under this alternative could result in disparities
between processing history and processor allocations. Historical data show that many catcher vessels made
deliveries to multiple processors over the qualifying period. For example in the Bristol Bay red king crab
for the open season from 1993-1999, a total of 255 vessels had qualifying landings. Only 163 of the vessels
delivered at Jeast 50 percent of their catch to the same processor. That means that only about 64 percent of
catcher vessels delivered at least half of their catch to one processor. Under the Plurality Assignment
Cooperative all the catch would be assigned for delivery to a single processor. To lessen the impact of
requiring all of the catch to be assigned to a specific processor, altematives are included that would require
a cooperative to deliver a set percentage (ranging between 10 and 100 percent) of its allocation to its
associated processor. Members of the catcher vessel sector have indicated that requiring only 80 percent
of the catch to be delivered to the cooperative’s processor would benefit harvesters, in terms of bargaining
power and maintaining traditional markets, much more than requiring a 90 percent delivery rate. Processors
on the other hand feel that as the percentage decreases from 100 percent they tend to be in 2 much weaker
position to negotiate prices and make long term plans for their operations.

This program is difficult to characterize because several options have been proposed with vary degrees of
connection between harvesters in a cooperative and the associated processor. The most stringent option
would require delivery of all or most of a cooperatives allocation to an associated processor. The most lenient
option would not require any deliveries to the associated processor. Similarly, the program has options
defining the ability of harvesters to move between cooperatives. These range from unrestricted movement,
subject only to the approval of the cooperative to which the harvester is moving, to options that require a year
in the open access fishery.

The alternatives for allocation of shares to vessels under the cooperative program are the same as under the

IFQ altematives. Therefore, the discussion of quota allocations is only covered in the section on IFQ
allocations.

Regionalization (Section 3.6) - This section examines the two alternatives that would establish a
regionalization program. Regionalization of the fisheries is intended to protect community interests. The first
alternative would divide the fishery into north and south regions, creating a requirement that landings and
processing activity be distributed between the regions in accordance with historic participation patterns.
Estimates of the distribution of shares under the alternatives are provided. North allocations in the Pribilof
red king crab and Pribilof blue king crab, and St. Matthew blue king crab fisheries exceed 50 percent of the
fishery. The allocations, however, vary by more than 10 percent in the Pribilof blue king crab fishery and
by more than 5 percent in the Pribilof red king crab fishery depending on whether the allocation is made
under the years designated for allocating regional shares or the years designated for determining processor
allocations. The significance of this difference is that use of different years for determining regional
allocations and processor allocations could result in some processors being allocated shares for use in a
region in which they have no processing history or facilities. In the Bering Sea C. opilio fishery the allocation
10 the north would be approximately 40 percent of the fishery. In the Bering Sea C. bairdi fishery the north
allocation would be less than 5 percent under the only applicable regionalization option. Allocatior of shares
under the processor allocation option would allocate more than 20 percent to the north, because this
allocation would be based on activity in the C. opilic fishery. In the Bristol Bay red king crab fishery, the
allocation to the north would be less than 10 percent under either the regionalization options or the processor
allocation option. In the Aleutian Islands golden king crab fisheries, the north would receive no allocation.

The second regionalization alternative would create a link between processing activity and communities in

which processing histerically occurred. Under this option, processing would be permitted to relocate from
a commurity only with permission of the community. In this draft, analysis of this option is strictly
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qualitative, The allocation of shares to communities has the potential to impose hardships on both harvesters
and processors. Determining the appropriateness of this option requires balancing these potential hardships
against the potential benefit to communities of establishing 2 link between the processing activity and
communities. Sraall aliocations could burden processors by requiring that they either run processing facilities
with small processing allocations or forgo processing a portion of their allocation. In addition, coerdinating
deliveries of crab to communities 10 exactly match the community allocation could be very challenging.

Inability to reach an exact match would result in a portion of the GHL (or TAC) going unprocessed (and
unharvested).

Binding Arbitration (Section 3.7) - This section examines two altemative binding arbitration agreements
" proposed by industry to govern ex-vessel price determinations between harvesters and processors. The two
agreements differ only in that one would provide for an administrator to oversee the binding arbitration
. process. The administrator would appoint the arbitrator in cases where the two sides cannot agree on an
arbitrator. Therefore the administrator would have substantial power in the process. The literature on binding
arbitration suggests that implementing a binding arbitration process increases the conflicts between the two
sides, and suggests that better outcomes are reached when two sides reach a negotiated agreement.

Options for Skippers and Crew (Section 3.8) - This section exarnines five options that are intended to protect
skipper and crew interests. The first option would make an initial allocation of quota shares to skippers
and/or crew. The allocation would be intended to provide those actively working in the fishery with an
interest in the fishery. Several options for determining the allocation have been proposed. Eligibility would
be based on either landings, verifiable by ADF&G fish tickets (or affidavits in the case of crew), or a point
system, under which points are awarded based on participation verified by fish tickets or affidavit.
Allocations could be made equally to all eligible participants or could be based on landings or points or some
combination of these measures. Quantitative analysis of the option is limited by available data.

The second option would provide skippers and crew with a first-right-of-refusal on a portion of each share
allocation, when those shares are first transferred. The third option would designate a portion of each initial
allocation as “owner on board” shares, which require the quota share owner to be on board the vessel fishing
the quota. Both the first-right-of-refusal and the owner on board requirements are intended to provide a
method of entry to skippers and crew that wish to have an interest in the fishery. The third option would
protect skippers and crew by guaranteeing their historical crew share and prohibiting vessel and quota share
holders from reducing crew shares to cover the cost of participation in a share based fishery. This option is
based on a system in the Canadian groundfish fishery. Preliminary research on this option suggest that
enforcement of the provision could be problematic. The last option would create a low interest loan program

to fund the purchase of quota shares by skippers and crew. This option would establish a program similar
to that in the halibut and sablefish fishery.

CDQ Allocatiors {Section 3.9) - This section examines options for changing the allocations to CDQ groups
in the different fisheries proposed for inclusion in the rationalization program. The analysis examines the
allocations to both the CDQ groups and non-CDQ participants. Based on the GHL in the most recent
fisheries, assuming the option for the highest CDQ allocatior is adopted, the allocations to CDQ groups
could range from a high of 3.3 million pounds in the Bering Sea C. opilio fishery to approximately 150
thousand pounds in the Pribilof red and blue king crab fisheries combined. These allocations would result

in a decrease of approximately 13 thousand pounds and 1.3 thousand pounds per vessel from eligible non-
CDQ participants in these fisheries,

Other Management and Allocation Issues (Section 3.10) - This section examines various management
implications of the rationalization program, including the effects of rationalization on other fisheries, the
possible need to continue AFA sideboards to limit activities of AFA participants in the BSAlL crab fisheries,
options that would specify the duration of the rationalization program and schedule periodic review of the

program, and the need for a cost recovery program to cover the cost of management of the rationalized
fisheries.
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Crab rationalization may increase the opportunities for BSAI crab vessels to participate in other fisheries.
LLP data indicates that 233 of the crab vessels hold at least one groundfish endorsement (this includes the
42 AFA caicher vessels). These vessels would be allowed to participate in groundfish fisheries using that
license. However the options for many of these vessels are limited in groundfish. Groundfish endorsements
are area specific and licenses are expected to have gear endorsements added in the next year. Pacific cod
endorsements are expected to be added to BSAI groundfish licenses as a result of Amendment 67 (47 pot
catcher vessels are expecied to qualify for a cod endorsement). Pacific cod is the most likely candidate for
expansion by the crab fleet. However, the restrictions currently in place for the cod fishery limit the
expansion that can occur in that fishery. The quota is already split among fixed, wrawl, and jig gear vessels
and Amendment 67 limits new entry. However, Amendment 64, which further allocates the quota among the
fixed gear components, sunsets at the exd of 2003. There may be more concern in the GOA cod fisheries
where fewer restrictions are placed on entry. If the GOA cod fishery is a concemn it could be protected as
part of this program, the GOA rationalization program, or by a trailing amendment to this package.

Increases in participation of BSAI crab vessels in State managed fisheries, including the GOA crab and the
State of Alaska GOA cod fishery, could be limited by State regulations. The State waters cod fisheries are
often managed with pot limits and vessel size restrictions. Those limits either make the fisheries unavailable
or less attractive to large crab vessels. The GOA crab fisheries have had refatively low GHLs, when open

in recent years. The pot limits applied to those fisheries may also make them less atiractive to large BSAI
crab vessels.

Including AFA vessels/processors in the quota allocation process may eliminate the need for harvesting
processing sideboards in the BSAI crab fisheries. The allocation alternatives would result in AFA vessel
harvests and processing allocations similar to the caps. Limits on the amount of quota AFA vessels and
processors can purchase after the initial aflocation could prevent them from using BSAT pollock monies to

increase their share holdings. These limits could also be accomplished through the ownership caps being
considered. :

A costrecovery program is mandated for all new IFQ programs. The maximum fee that can be levied against
the fleet is 3 percent of the ex-vessel vaiue for harvest IFQ programs. However, the possible processor
allocations raise the question of whether cost recovery should apply to processors under a two-pie IFQ
program. Since they are benefitting from an allocation that would have management ¢osts associated with
it, should they be included in a cost recovery program to pay for its management?

Economic Effects of Rationalization (Section 3.11) - This section compares the different rationalization
alternatives, giving particular attention to the differences in competition and bargaining power of harvesters
and processors under the different program alternatives.

Effects of Rationalization on Products and Consumers (Section 3.12) - This section examines potential
changes in products and other effects on consumers of rationalization of the fisheries. The analysis draws
on prior experiences in North Pacific fisheries as well as conversations with participants in the industry. The
expected slower pace of the fishery and less compacted delivery times should allow processors to improve
sorting and grading of crab and improve employee training. Improved product grading couid benefit both
participants in the fisheries and consumers. Also expanding season lengths should decrease storage costs
and allow consumers to purchase a fresher product as harvests can be better timed to market demand.

Freezing techniques could also be modified to make more use of plate and blast freezers which would result
in a higher quality product.

The Effects of the Crab Vessel Buyvback Program (Section 3.13) - This section of the analysis examines the
effects of the vessel buyback program on the rationalization program. We have assumed that the buyback
program will purchase vessels, LLP licenses, and catch history. The analysis is qualitative because the
participation in this voluntary program cannot be quantitatively predicted.
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The buyback prograr will tend to increase the allocation of the harvesters that remain in the fishery by the
percentage of qualifying catch that was removed from the quota share pool. Because the buyback program
is specific to harvesters, it will cause a redistribution of processor “allocations”™ under the Plurality
Assignment Cooperative. Processors that have more of their fleet bought out (in terms of cooperative
allocation) relative to other processors would be worse off as a result of the buyback. Also, because
catcher/processors are not part of the buyback, they will receive a larger harvest allocation under all of the
rationalization alternatives. Depending on whether processing allocations to catcher/processors are base on
their harvest allocations or their processing history, buyback could either allow them to process their entire
harvest and increase their processing allocations or prevent caicher/processors from processing their entire
allocation and have no effect on their processing allocations.

This section concludes with a brief discussion of the issue of stranded capital in the pracessing sector and
. the potential for a buyback of capital from the processing sector. The lack on limits to entry pose a problem
for any program intended to remove capital from that sector. In addition, quantifying stranded capital in the

sector is difficult because some of the facilities that support crab processing can also be used in other
fisheries.

Foreign Ownership (Section 3.14) - This section examines the potential allocation of harvest and processing
allocations to foreign owned interests in the BSAI crabrationalization program. Since vesse] ownership data
are not available, foreign ownership of that sector cannot be determined. The AFA, however, requires a
minimum of 25 percent U.S. ownership of vessels operating in U.S. fisheries, providing an upper limit on
foreign vessel ownership. Processor foreign ownership is available from prior analyses. If processor shares

are allocated, foreign owned companies are estimated to receive between 35 and 50 percent of the zllocations
in each fishery.? )

Custom Processing (Section 3.15) - This section analyzes custom processing in crab fisheries in recent years.
From 1995 to 2000, between 8 and 11 percent of all crab processed in the regions that process crab from the
BSAI fisheries was custom processed. Approximately 6.7 percent of C. opilio and approximately 8.6 percent
of all red king crab processed during those years was custom processed.

Data Collection Program (Section 3.16) - This section outlines a data collection program for the BSAI crab
fisheries that is intended to provide the Council with information necessary to evaluate the success of the
proposed rationalization program. The proposed program would collect the following data, which could be

used to evaluate the success of the program in addressing the problems identified in the Council’s problem
statement

. Firm ownership (including ownership of quota, vessels, and processors)

. Trip operating characteristics (including data on pots and pot lifts, days fished, discards, deadloss,
gear losses, crew sizes, trip length)

. Harvesting and processing employment data (including crew sizes, shares, and wages)

. Production and operating costs and revenues

. Prices and quantities of landed and processed products

. Prices and quantities of share exchanges

A complete evaluation of the program will require data for periods prior to the implementation of the
program, as well as data from periods after the program is implemented. The analysis also includes
discussions of data coliection mechanisms, data verification, and some issues of confidentiality that must be
resolved for an effective data collection program.

2 These allocation estimated do not include allocations in the Aleutian Island golden king crab fisheries, for
which data cannot be released because of confidentiality requirements.
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Consistency with Other Applicable Laws (Section 4) - This section examines the consistency of the proposed
rationalization program with applicable laws, including the National Standards and Fishery Impact Statement
requirements of the Magnuson-Stevens Act and Executive Order 12866.

Regulatory Flexibility Act (Section 5) - This section analyzes the impacts of the proposed rationalization
program on small entities, as defined by the Regulatory Flexibility Act (the RFA). The proposed action could
affect between 300 and 400 small entities in the harvest sector and between 50 and 60 small entities in the
processing sector. Although the impacts of the program are difficult to predict, it is possible that allocation
of shares could benefit small vessels that compete with larger vessels in the current fishery. Small allocations
(based on limited success in crab fisheries historically), however, could limit the benefits. The effects of the
proposed rationalization on small entities that process crab is also difficult to predict and will depend on the
specific rationalization program adopted and the position of the processor in the current fishery. Class B
harvest shares (that do not require a corresponding processing share) could provide an opportunity for entry
and growth of small entities, if they are able to compete with larger processors. Several small governmental
Jurisdictions could also be affected by the proposed rationalization program. The impacts on communities
will depend largely on the type of program adopted. If free movement of processing activity is allowed
communities that are able to atiract additional processing activity will bepefit from the program at the
expense of cormmumnities that are unable to retain processing activity. A regionalization program that restricts
movement of processing activity is likely to benefit those communities that would lose processing activity
in a program without community protections. These gains would come at the expense of communities that
would attract processing m a program that permits free movement of processing activity.

Summary of Changes in the March 2002 Crab Rationalization Alternatives. Initial Review Draft.
. The revised problem statement is included in this draft on page 1.
. The analysis of community and social impacts in Section 2.6 has been revised to incorporate

quantitative analyses of the community and regional distribution of harvest and processing effort
under the rationalization alternatives.

. Several additional subsections are included in Section 3.2. These include analyses of the FMP issues
to consider under rationalization (3.2.11), environmental impacts of the alternatives (3.2.12),
Endangered Species and Marine Mammal Act implications (3.2.13), and stock rebuilding
implications (3.2.14).

’ The quantitative analysis of processor shares has been separated into two subsections. The first
subsection (3.4.3.1) considers the scenario under which catcher/processors are allocated processing
shares under the same rules that govern their distribution to shore based and floating processors. The
second subsection (3.4.3.2) considers the scenario under which catcher/processors are allocated
carcher processor shares, which include both a harvest privilege and a processing privilege.

. An analysis of the Alternative Regionalization/Community Protection option by NOAA General
Counsel has been added to Section 3.6.

. An analysis of the options for binding arbitration by NOAA General Counsel] has been added to
Section 3.7.

. The analysis of the new owner on board options are included in section 3.8.2.

. The analysis of sideboard options is included in subsection 3.10.1, which analyzes the effects of

rationalization on other fisheries.
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. An analysis of the economic effects of rationalization appears in Section 3.11. This section includes
analysis of the net benefits of rationalization, distributional effects of rationalization, opportunities
for entry in a rationalized fishery, and the effects of rationalization on different vessel classes.

. An analysis of stranded capital in the processing sector and the potential for a processor buyback
program is included in Section 3.13.

. An analysis of foreign ownership in both the harvest and processing sectors is contained in Section
3.14.
T An analysis of custom processing is contained in Section 3.15.
. An analysis of the proposed data ¢ollection program is contained in Section 3.16.
» Section 4 provides an analysis of the consistency of rationalization with National Standards of the
Magnuson-Stevens Act, a Fisheries Impact Statement, and the conclusion with respect to Executive
Order 12866.
. Section 5 provides the Initial Regulatory Flexibility Analysis.
. Appendix 2-6, on community and social impacts, has been revised to include additional quantitative
and qualitative analyses.
. Appendices 3-4A and 3-4B have been revised to reflect recent additions to the binding arbitration
agreement proposed by industry.
. The comparison of rationalization alternatives, which comprised Appendix 3-7, has been removed

from the analysis. This document will be available on request from the Council office. A summary

of this paper and other analyses of the economic impacts of rationalization of North Pacific fisheries
appears in Section 3.11.

In addition to the specific additions and changes discussed above, several minor modifications are made
throughout the analysis. These include updating of quantitative analyses because of new data availability,
corrections 1o quantitative and qualitative analyses, and editorial changes. Community distributions under
the regionalization options (in Section 3.6) have changed substantially because of new data.

“Efficiency and Equity Choices in Fishery Rationalization Policy Design,” a report prepared for the State
of Alaska Department of Fish and Game by Scott C. Matulich and Michael Clark was mailed to you. Dr.
Matulich has prepared an addendum to that report, which is included in your notebooks (Iterm C-5(b)).

NMFS staff will be presenting a discussion paper (Item C-5(c)} on the process and schedule for the
subsequent crab FMP EIS., including a discussion of the structure of alternatives to be included in that EIS.
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AGENDA C-3(a)
i APRIL 2002

DRAFT
’ Draft Council Motion for Item C-5 BSAI Crab Rationalization
/‘-"\ February 10, 2002

C-5 BSAI Crab Rationzlizadon
BSAI Crab Ratiopalization Froblem Statement

Vessel owners, processors and coastal communities have all made investments in the crab fisheries, and capacity in
these fisheries far exceeds 2vailable resources. The BSAI crab stocks have alse been highly variable and have suffered
significant declines. Although three of these stocks are presently under rebuilding plans, the continuing race for fish
frustrates conservation efforts. Additionally, the ability of erab harvesters and processors to diversify into other
fisheries is severely limited 2nd the economic viability of the crab industry is in jeopardy. Harvesting and processing
capacity has expacded to accommodate bighly abbreviated seasons, and presently, significant portions of tkat
capacity operate in an economically inefficient manner or are idie between seasons. Many of the concerns identified

by the NPFMC at the beginning of the comprebensive rationalization process in 1592 still exist for the BSAJ erab
fisheries. Problems facing the fishery include:

1. Resourc¢e conservation, utilization 2nd management problems;
2. Byecatch and its' associated mortalities, and potential landing d ezdloss;
3. Excess harvesting and processing capacity, as well as low economic returns;

4. Lack of economic stability for harvesters, processors and coastal communities; and
5. High levels of occupational loss of life and injury.

The problem facing the Council, in the continning process of comprehensive rationalization, is to deveiop 2

management program which slows the race for fish, reduces bycatch and its associated mortalities, provides for

conservation to inerease the efficacy of crab rebuilding strategies, addresses the social and ecoromic concerns of

communities, maintains bealthy harvesting zad processing sectors ard promotes efficiency and safety in the

harvesting sector. Any such system should seek to ret2in parity between the harvesting and processing sectors,
{,_,\ including healthy, stable and competitive markets.

Alternative Rationalization Programs

The Council adopted elements and options for analysis of alternative ratiopalization programs for the BSAI crab fisheries. The
alternative models under consideration include several IFQ-style and cooperative-style rationalization models that may be
structured as either harvester-only or harvester-processor programs depending on the Council’s choice of options. Additional

featres may be included to address coasial community and skipper/ crew issues. The following elements and options 2pply 10
any rationalization mo del under consideration as applicable:

1. Harvesting Sector Elements

1.1 Crab fisheries included in the program are the following fisheries subject to the Faderal FMP for BSATL

Bristol Bay red king
Brown king (Al Golden king)
Adak red king

Dutch Harbor red king
Pribilof Islands blve king
St, Matthew biue king
Pribilof Islands red king
Opilio (EBS snow ¢&r2b)
E Al ranner

W Al tanner

Bairdi (EBS tanner)

Other FMP species not included here are discussed under item L at the end of the altematives section.
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Options:
A) Exclude the E Al tanner, W AJ tanner, Dutch Harbor red king crab, and W Al red king crab,
B) Federal waters shatl be closed 1o the harvest of Eastern (Dutch) and Western Al Taemer crab and
Eastern (Dutch)and Western AT red king crab until such time as the State of Alaska develops a
fishery management plan and harvest strategies that includes provisions to conserve the stocks and
prevent overcapitalization,
1.2

Persons eligible to receive an initial allocatien of QS must be:

Option 1.

Option 2

Any person that holds a valid, permarpent, fully transferrable LLP license; or

A person, defined as 2 U.S. citizen that owns a MarAd certified 2ad/or USCG documented BSAl
crab vessel that (i) was used to satisfy the General Qualification Period (GQP) and Endorsement
Qualification Period (EQP) landings requirements of the License Limitation Program (LLP), and
(13) either was used 10 satisfy the Recent Participation Period {RPP) landings requirement of
Amerndment 10 or meets the exemption requirements of Amendment 10.

Suboption: A person who has purchased an LLP, with GQP, EQP, and RRP qualifications to
remain in 2 fishery is eligible 10 obtain a distribution of QS on the history of either the vessel on
which the LLP is tased or on which the LLP i5 used, NOT both.

Categories of QS/IFQs

1.3.1

1.3.2

Crab Fishery Catsgories - QS/IFQs will be assigned to one of the crab fisheries ineluded in the program
as identified in paragraph 1.1, except Dutch Harbor red king, E Al tanner, and W Al tanner. {Note zaiso
that the Adak red king erab fishery has been closed for several years )
13.1.1 Brown king crab {Al golden king crab) opticn.
Option 1. Split inte two categories: Duwch Harbor brown king crab and Western
Aleutian Islands brown king crab

Harvesting sector categories - QS/TFQs will be assigned to one of the following harvesting sector
categories:

{a) catcher vessel (CV), or

(&) catcher/processor (CF)

QS-1FQ for the Catcher/Processor sector is calcalated from the crab that were both harvested ang
processed onboard the vessel. This shall confer the right to barvest and process crab aboard a catcher
processor in accordance with section 1.7.2.

1.3.3

Processor delivery categories - QS/TEQs for the CV sector may be assigned to processor delivery
categories if processor quota shares (PQs) are included in the program. Two processor delivery
categories (eptions for the percentage split between class A/B shares for mitially allocated QS appear
under the Processing Sector Elements):

(a} Class A - allow deliveries only to processors with unused PQs

(b)Y Class B - allow deliveries 10 any processor

Regional Categories - QS/IFQs for the C'V sector may be assigned to regional categories if
Regionalization is included in the program. Two regions would be defined as follows (see
Regionalization Elements for 2 more detailed description of the regions):

{a) North Region - All areas on the Bering Sea north of 56° 20' N. Latitude.

{t) South Region - All areas on the Bering Sea south of 56° 20' N. Latiude and on the Gulf of
Alaska
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14 Inital allocation of QS
1.4.1. Calculation of inmitial QS5 distribution will be based on legal landings excluding deadloss.

(2) Calculation of QS distribution. The calculation is to be done, on a vessel-by-vessel basis, as a percent of the
total catch, year-by-year during the qualifying period. Then the sum of the yearly percentages, on a fishery-by-

fishery basis, is to be divided by the rumber of qualifying years incloded in the qualifying pericd on 2 fishery-
by-fishery basis to derive a vessel’s Q8.

(b) Basis for QS distribrtion.

Optiorn 1. For eligibility criteriz in paragraph 1.2, Oprion 1, the distribution of QS to the LLP license
Lkotder shall be based on the catch history of the vessel on which the LLP license is based and
shall be on a fishery-by-fishery basts. The underlying principle of this program is one history
per vessel.  However, the initial allocation of quota share will allow stacking or combining of
valid, permanent, fully transferable LLP licenses and of histories of vessels as permitted
under the LLP.

Option Z. For eligibility criteria in paragraph 1.2, the distribution of QS to the LLP license holder shall
be based on the catch history of the vessel (including replacement vessels) on which the LLP
license and endorsements are based and shall be on a fishery by fishery basis. The cawch
histery wpon which the fishing quota shares are derived, must have been earned on vessels that
are curregtly MarAd certified and/or USCGQ documented fishing vessels. The initial allosation
of quota share will allow stacking or ¢ombining of LLPs and histories that satisfied (1) the
GQP and EQP landings requirements of the LLP, and (ii) either the RPP landings

requirement, or one or more of the specific exempuon requirements of Amendment 10 to the
LLP.

Option 3: In c2ses where the fishing privileges (i.e. moratorium qualification or LLF license) of an
LLF gualifying vessel have been transferred, the distributior of QS to the LLP shall be
based on the aggregate catch histories of (1) the vessel on which LLP license was based
up to the date of transfer, and (2) the vessel owuned or controlled by the LLP license
holder and identified by the license holder as having been operated under the fishing

privileges of the LLP qualifying vessel after the date of transfer. Only ene catch history
per LLP License.

Suboption: Persons who have 2n purchased LLP, with GQP, EQP, and RFF qualifications to remain in 2

fishery may obtain a diswibution of QS on the history of either the vessel on which the LLP is based or on which
the LLP is used, NOT both,

1.4.2 Qualifying Periods for Determination of the QS Distribution:

i.4.2.1 Opilio (EBS snow crab)
Option 1, 1994 - 1999 (6 seasons)

(a) Best 5 seasons
Dption 2. 1992 - 1999 (3 seasons)

(a) Best 7 seasons
Qption 3. 1995 - 1999 (5 sezasons)

{a) All seasons

{b) Best 4 seasons
Option 4. 1996 - 2000 (5 seasons)

(a) Best 4 seasons

)y
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1.4.2.2 Bristol Bay red king crab
Option 1. 1993 - 1999 (5 seasons, closed in 94 and *93)

{a) 41 seagons

(&) Best 4 seasons
Option 2. 1992 - 1999 (6 seasons)

(a) All seasons

(b) Best 5 seasons
Option 3. 1996 - 2000 {5 seaspns)

(a) Best 4 seasons

1.4.2.3 Bairdi (EBS tanner crab)
Option i. 1992 - 1996 (3 seasons)

(2) All seasons
(b} Best 4 seasons
Optien 2. 91/92* - 1996 (6 seasons)
(@) Best 5 seasons
Option 3. Based on a 50/50 combination of Briste]l Bay red king crab and opilio
harvests.

*The biological season extended aver 2 ¢alendar year

1.4.2.4 Pribiiofs red king crab
QOption 1. 1993 -1998

{a) Best 4 seasons
Option 2. 1994 - 1998

(2) All seasons

&) Drop one seagon’

1.4.2.5 Pribilofs blue king crab
Option 1. 1993 - 1998

() Best 4 seasons
Option2. 1994 - 1998

{(a) All seasons

[10))] Drop one season

1.4.2.6 St Matthew blue king crab
Option 1. 1995-1998

{2) Best 4 seasons
Option2. 1954 - 1938

(a) All seasons

(b) Drop one season

1.4.2.7 Brown king crab (based on biological season)
(Options apply to both Duich Harbor and western Aleutian Island brown king crab)
Option 1. 92/93 « 98/99 (7 seasons)

(a) All seasons

(b) Drop one season
Qption 2. 95/96 - 98/99 (4 seasons)

{2) All seasons

{b) Drop one season
Option 3. 96/97 - 98/99 (3 seasons)

() All seasons

(b) Drop one season

lan potential recipients would drop their worst season during the qualifying period.
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d \ Option 4. 96/97 ~ 2000/01 (5 seasons)
(a) Best 4 seasons

Suboption; Award each initial recipient QS based on:
(z) GHL split Dutch Harbor/western Aleutian Isiand brown king crab
(d) historical participation i each region. :

1.4.2.8 Adak Red King Crab
Option 1. 1992 - 1996

(a) All seasons
{d) Best 2 seasons
(e} Not appropriate for rationzlization

1.5 Anmuat 2llocation of TFQs:

1.5.1  Basis for calculating IFQs:
Option 1. GHL
Option 2. Convert GHL to a TAC and use the TAC as the basis.

1.6 Transferability and Restrictions on Owmership of QS/IFQs:

1.6.1  Persons eligible to receive QS/TFQs by transfer:
Option 1.
{a) All persons or entities eligible to document 2 U.S. fishing vessel are eligible 10 own
or purchase harvester QS and IFQs
(b} Persons or entities with 75% U.S. ownership
-~ ' Suboption: Inital recipicnts of harvesting quota share are grandfathered

Option 2, US citizens who have had at least (3 options):
a. 30 days of sea time*
b. 150 days of sea time*
¢. 365 days of sea time*
Suboption: Initial recipients of harvesting quota share are grandfathered

Option 4. Entities that have a T3.5. citizen with 20% or more ownership and at least
a. 30 days of sea ime*
b. 150 days of see time*
¢. 3635 days of sez time*

Subopiion: Initzl recipients of harvesting quota share are grandfatbered
*Definition of sea time (3 options):

Option 1. Sea time in any of the US commercial fisheries in 2 harvesting capacity

Option 2. Sea time in 2 harvesting capacity in any commercial fishery of the State of Alaska or
the Alaska EEZ

Opticn 3. Sea time in any BSAI crab fishery

1.62  Leasing of QS (Leasing is equivalent to the sale of TFQs without the accompanying QS.)
Leasing is defined as the use of IFQ on vessel which QS owner holds less than 5-50% ownership of
vessel or on 2 vessel on which the owner of the underlying QS is present:
Option 1. Leasing QS is allowed with ne reswictions
Option 2. Leasing QS is not aliowed
Option 3. A brown king crab QS holder may annually swap with any other brown king crab QS holder,
on a pound for pound basis, IFQ in one district for IFQ in the other district. '

7
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1.6.3 Separate and distinct (38 Ownership Caps - apply to all harvesting Q8 calegories pertaining to 2 given

crab fishery with the following provisions:

(2) initia] issuees that exceed the ownership cap would be grandfathered;
(b} apply individually and collectively to all S holders in each crab fishery;
{c) percentage-cap options for the Bristol Bay red king erab, Opilio, Bairdi, Pribilofs red king

crab, Pribilofs biue king crab and St. Matthew blue king crab fisheries (2 different percentage
cap may be chosen for each fishery):

Option 1. 1 % of the total S pool for the fishery
~ Option 2. 5% of the total QS pool for the fishery
© QOption 3. 8% of the total QS pool for the fishery
(d) percentage-cap ranging from 10%-40% for the Dutch Harbor and western Aleutian Island

brown king crab (a different percentage cap may be chosen for each fishery or may be applied
to the combined fisheries if not categorized separately).

Snboption: No initial issuance shall exceed the cap specified. Any amount of QS that
would be issued to a person in excess of the cap shall be distributed to other qualified
persons receiving an allocation in the fishery:

a) equally or
b) proportionally.

{e} percentage-cap ranging from 10%-30% for Adak red king crab (if QS for this fishery are
issued).

n in the opilio fishery, the cap can be reduced 1o 0.5% of the total QS pool in the event the GHL
increases to ovey 400 wmillion pounds (with thase over this cap prier to the reduction ’
grandfathered).

1.64 Controls on vertical integration {ownership of harvester Q8 by processors):

Option I: No conwrois

Option 2: A cap of 1%, 5% or 8%, with grandfathering of initial allocations

Option 3: An entity that owns PQs may not own harvester QS in addition to those harvester Q5

that were issued to the PQ holder in the initial allocation.
Vertical integration ownership caps on processors should be analyzed using both the individual 2nd collective rule and
the threshold ownership rule vsing 10%, 25%, and 50% minimum ownership stardards for inclusion in calculating the
cap. PQS ownership caps are at the company level.

1.7 Use of [FQs

1.7.1 Use by barvesting sectors - IFQs must be used in accordance with the privileges defined for the
associated QS category. The following provisions also apply:

(a) “A” class CV-IFQs may be processed by either a shoreside processor or 2 catcher/processor so
long as sufficient processor shares are held by the processor.

L)) “B” class CV-IFQ's may be processed by either 2 shoreside processer or a catcher/processor.

() “A" of “B” class CV-QS initially issued to a cawcher/processor shail not be regionally or
community designated.

{d) “A™ or “B” class CV-Q35 purchased or obtained by catcher/processors shall retzin their
regional or community designation.

{e) No allowance of the use of purchased class B share IFQ crab on catcher processer vessels.

1.72 Catcher/Processor shares:

1.7.2.1 Catcher/Processors shall be granted “A” and “B” class CV-QS in the same marner as catcher
vessels.

1.7.2.1.1 Caicher/Processors shzll be granted CP-QS in the same manner as catcher vessels.
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F‘\ 1.7.2.2 Catcher/Processors shall be granted PQ’s based on their processing history.

1.7.2.3 Allowances for Catcher/Processors:
Option 1. Catcher/Processors are prohibited from putchasing additional PQs from shore based
processors but are free to acquire PQs from other Catchez/Processors.

Option 2. Catcher/Processors shall be aliowed to purchase additional PQs from shore based

processors as long as the shares are processed within 3 miles of shore in the
designated region.

Opticn 3. Catcher/Processors may purchase additional CV-QS but cannot process unless
sufficient unused IPQs are held.

Option 4. Catcher/Processors may sell processed or unprocessed crab. Depending on the type
of model {one-pie, two-pie, etc.}, unprocessed crab may be delivered to:
{a} processors that hold unused 1PQs, or
(o) any processor
Option 5. Only catcher processors that both canght and processed crab onboard their

gualifying vessels in any BSAI crab fishery during 1998 or 1299 will be eligible
for any CP QS in any IFQ or Coop prograkn.

Option 6. CP-QS initially issued to a eateher/processor shall not be regionaliy or
community designated.

1.7.2.4 Transfers to shore-based processors:

(a) Carcher/Processors shall be allowed to seli PQ's to shore based processors.
Fagen {b) When CP-PQ shares without a regicnzl designation are sold to a shore based processor, the
' shares become designated by region.
{c) Catcher/Processars shall be allowed to sell CP/QS to shore based processors.
{d) When CP/QS shares, without a regional designation, are sold to 2 shore based processor,

the shares become CV and FQ shares designated by region.

1.75  Catch accounting under IFQs - All landings including deadloss will be counted against IFQs. Options
for treatment of incidental catch are as follows:

Option 1. No discards of legal erab will be allowed and sufficient IFQs for legzl crab must be
) available.
Option 2. No discards of "marketable™ crab will be allowed for opilio crab and sufficient IFQs

for “marketeble™ crab must be available. (Legal size for opilio is 3.1 inches but the
industry standard is 4 inches.)

Option 3. No discards of opilio crab with a carapace of 4 inches or greater in width.

Option 4. Discards of incidentally caught ¢rab will be allowed. (This opticn would allow, for
example, mcidental catch of bairdi crab in a red king crab fishery to be discarded
without counting against bairdi [FQs.)

1.74  Use caps on IFQs harvested on any given vegsel:
Option 1.
a) fleer average percent of the catch
b) highest single vessel percentage of the catch

Time perieds considered for dewermining the caich shall be:
a) the IFQ qualifying years;

b) the IFQ qualifying yeats plus the years from the end of the qualifying period through the year of the finat
Council action.

amn
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Optien 2. No use caps

1.8 Other Optional Provisions ,
1.8.1 Options for skippers and erews members:
Cption 1.

[. Percentage to Captains and/or crew:;
A range of percentages for initial 2liocation from 0% to 20% should be analyzed.
(ie. 0%, 10%, 20%)

A crewman is defined as a US citizen who heid 2 2 commercial fishing landing permii or crew license during the
qualifying period.

II. Species specific;
Ag with vessels,

Iil. Eligibility:
(2) Determined on a fishery by fishery basis by 1) baving at icast one Janding in the qualifying years used by the vessels and

2) having recent participation in the fishery as defined by at leas: one landing per year in the fishery in the last two vears prior
o adoption of a rationalization program by the Council.

(b} As 2 second option, eligibility could be determined by a point system modeled after that used by the State of Alaska-in
SE Alaska for limited entry in the Dungeness, King, and Tanner crab ficheries there. ’
(c) Eligibility will include:

1. Skippers oanly
2. All crew

Iv. Qualification period:
As with vessels.

V. Distribution per Captain:
i) Shares based on landings (personal catch history based or ADF&G fish tickets).
if) Shares distributed equally among qualified participants.
iii) distribution based on a point system
iv} A mix of one or more of the above, with a range of 0-50% distributed equaliy and the balance based on
landings and/or points
VI Distribution for All Crew:
i) Shares distributed equally among qualified participants.
i) distribudon based on a point system
1) A raix of one or more of the above, with a range of 0-50% distribnted equaily and the balance based opoints

VII. Transferability criteria:
{1} Sale of QS
a) QS is fully wransferable
b} QS is only transferable to active parnticipants

2) IFQ jeasing
a) TFQ is fully leasable
b) IFQ is only leasable to active participants
¢) IFQisleasable to smaller, distant fisheries (i.e. St Mathew, Pribilef and Adak King Crab)
d) No leasing of IFQ

Use it or lose it would apply to all skipper/crew QS, with 2 one year hardship provision. If the skipperferew Q3 holder does
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/ ™, not maintzin active statug in the fishery they would be required to transfer dheir Q$ to another active participant in the fishery.

An active participant is defined by participation in at least one delivery in the subject crab fishery in the last year as evidenced
by ADF&G fish ticket or affidavit from the vessel owner.

VIII.  Skipper/Crew on Board requirements

2) No onboard requirement for skipper/crew with QS
' b} Initial issuees of Q5 would not be required 1o be onboard the vessel, subsequent tranferees would be
reguired to be onboard the vessel when harvesting Q5.
) ) Requirement for skippericrew 1o be onboard vessel when harvesting QS.

Cption 2: First Right of Refusal on Quota Share Transfers

(1) A range of 0-20% of initially issued QS would be designated as crew shares, these shares would remain as 2
separate class of QS. Transfer of initially issued QS mustinclude transfer of 0-20% crew shares for which there
will be a first right of refusal for eligible crew to buy. The owner of the QS being offered for sale would have
te give notice to NMFS RAM division of the impending sale. RAM in turn could then notify the fleet of the

available QS. Afier this initial wansfer crew QS will be available for wransfer 1o any active partcipant in the
fishery.

(2) 1f 2 qualified buyer canmot be found then 50% of the 0-20% crew QS offered for sale would have to be gifted

10 a pool available to qualified buyers and the remaining 50% of the 0-20% could then be offered for sale on
the open market to any buyer.

(3) The erew pool of QS would be averseen by RAM. The proceeds from the sale of this QS by auction 10 the
highest qualified bidder would go into a dedicated low interest loan program for crew.

(4) Time frame for the first right of refusal is 1-3 months.

{5y Eligibility of 2 U.S. citizen to purchase crew shares would be defined by participation in at least one delivery
in the subject crab fishery in the last year as evidenced by ADF &G fish ticket or affidavit from the vessel owner.

Option3. Protection of traditional and historical crew share percentages with no sunset based on the Canadian Groundfish
Development Authority Code of Conduet.
Option 4. A low-interest rate loan program for skipper and erew purchases of QS would be established or made part of

the existing loan program for IFQ purchases.

Option 5. Owper On Board Option

a, A portion (range of5-50%) of the quota shares initially issued 1o fishers /harvesters would be designated
as "owner on board."

b. All initial issuees {individaal and corporate)would be srandfathered as notbeing required to be aboard
the vessel to fish shares initially issued as "owner on board” shares

c. Shares transferred to inftial issuees in the first {(range of3-7 years) of the program would be considered
the same ac shares inidaily issned

d. "gwner on board” shares transferred by initial issuees, after the grace peried, would require the

recipient to be aboard the vessel to harvest the IFQ/ITQ

7
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£ In cases of hardship {injury, medical incapacity, loss of vessel, ete.) a holder of "owner on board” quota
shares may, npon documentation and approval, transfer / lease his or her shares for the term of the
hardship / disability or 2 maximum of (Range 1-3 years)

f. Shares issued to CDQ groups are exempt from owner on board requirements

Overage Provisions:

{a) Allowances for overages during last trip:
Option 1. 1%
Option 2. 3%
Option 3. 5%
)] Any overage would be deducted from the QS hoider’s IFQs (during the next season) at:
Opiion 1. Same 2MOUNT a5 OVErage
Option 2, twice the amount as overage

AFA vessels option: Eliminate AFA harvester sideboard caps on crab species upon implementation.

Discussion in the analysis of sezson opening dates under 2n IFQ program and the potential for concurrent seasons and
multi-species fishing to reduce bycatch,

Sideboards.

Vessels that gualify for QS in the rationalized crab fisheries would be limited to their catch Ristory in GOA
fisheries. The vears used for qualification (or the distribution of QS in the rationalized crab fisheries) would
be the same vears used to establish catch histories in the GOA fisheries. The Council 2lse requests that the
Board of Fish address sideboard issaes in State W aters fisheries.

2. Processing Sector Elements

2.2

Eligible Processors - processors (including catcher-processors) eligible to receive an initial 2llocation of
processing guota shares (PQs) are defined as follows:

(2) VU.S. Corporation or partnership (not individual facilities) that

(b) processed crab for any crab fishery included in the IFQ program during 1998 or 1999.

Categories of Processing Quota Shares
2.2.1 Crab fishery categories - processing quota shares may be issued for the following crab fishertes:

Bristol Bay red king
Brown king (Al Golden king)
Adak red king

Dutch Harbor red king
Pribilof Islands bive king
St. Matthew blue king
Pribilof Islands red king
Opilio (EBS spow crab)
E Altaoner

W Al tzuner

Bairdi (EBS tanner)

222  Regional categories - processing quota shares will be categorized into two regions if regionalization is
adopted (see Regionalization Elements for description of regions):
{2) Northern Region - All areas on the Bering Sea north of 36° 20" N. Latimde

(b) Southem Region - AN areas on the Bering Sea south of 56° 20" N, Latmde and all areas on the Gulfof
Alaska
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Initia] allocation of processing quota shares

Option 1. Processing quota shares shall be initially issued to Eligible Processors based on three-year average

processing history® for each fishery, determined by the buyer of record listed oo ADF&G fish
tickets, as follows:

{2} 1997 - 1999 for Bristol Bay red king crab

(b) 19%6 - 1998 for Pribilof red king crab

(c) 1996 - 1998 for Pribilof blue aab

{d) 1996 - 1998 for St Mathew blue crab

(&) 1997 - 1999 for epilic crab

() Bairdi ¢ctab based on 56/50 combination of processing history for BBRKC and opilio
{g) 1996/97,1957/98 and 1998/99 seasons for brown king crab

{h) The council shall/may determine ifthe 4 species not included are appropriate for PQs, Dutch Harbor red
king, E Al tanner, W A] tanner, and Adak red king

Option 2. Processing quota shares shall be initially issued to Eligible Processors based on the processing
history for Qpilie, BBRKC or brown king crab, determined by the buyer of record listed on
ADF&G fish tickets, using the best 4 seasons during the 1594 - 2000 seasons.

Option 3. If an eligible processor is no longer active in the ¢rab fisheries, the history of the processor willbe
allocated to open weeesy delivery (Class B) shares but will retzin its regional designation.

Percentage of season’s GHL or TAC for which IPQs are distributed:

241 TPQs will be issued for a portion of the season’s GHL or TAC for each species to provide open acwoss
dielivery processing as a means to enhance price competition:

QOption 1 100% GHL (o1 TAC) would be issued as IPQs

Qption 2 90% GHL (o1 TAC) would be issues as IPQs - the remaining 10% would be ¢onsidered
open zoeess delivery.,

Option 3 80% of GHL (or TAC) would be issued as IPQs - the remaming 20% would be
considered open acoesy delivery.

Option 4 70% of GHL (o1 TAC) would be issned as IPQs - the remaining 30% would be
considered cpen xoeeyy delivery.

Option 5 0% - no processing shares

Implementation of the open aweess delivery processing portion of the fishery:
Catcher vessel QS/IFQs are categorized into Class A and Class B shares. Purchases of crab caught with Class A
shares would count against IP(}s while purchases of crab canght with Class B shares would not. Crab caught with

Class B shares may be purchased by any processor on 2n open-zeeess delivery basis.

Transferability of processing shares - provisions for transferability include the following:

(=) Processing quota shares and IPQs would be freely transferable, including leasing
(b} IPQs may be used by any faciiity of the Eligible Processor (without transferring or leasing)
{c) Processing quota shares and IPQs categorized for one region cannot be transferred to a processor for use in

a differentregion.

Ownership and use caps - different percentage caps may be chosen for each fishery:
2.7.1 Qwnership caps

3

The three-year average shall be the three-year aggregate pounds purchased by each Eligible Processor in a fishery divided by
the three-year aggregaie pounds purchased by all Eligible Processors in that fishery.
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Option 1. based on maximum share for processors by fishery plus a percentage of 5%, 10% or 15%.
Qptien 2, Ownership cap egual to largest share issued to processor atinitial issuance.
Option 3. Range of caps from average 10 maximum with grandfather clause.

PQS ownership caps should be znalyred using both the individual and coliective rule and the threshold ownership rule using

10%, 25%, and 50% minimum ownership standards for inelusion in calculating the cap. PQS ownership caps are at the
company level,

272  Use caps
Option 1 Annual use caps ranging from 30% - 60% of the GHL {or TAC) by fishery.
Option 2. Annual use caps of quota share equal to the largest PQ kolder’s share in each specific
fishery.

Other QOptional Provisions:
281 The crab processing caps enacted by Section 21 1{cH{2(A) of the AFA would be terminated.

2.8.2 Penaities - Eligible Processors mus: fully uiilize their processing quota shares in the season while 2 fishery
is open or lose the amount that is not ntilized for one season in the next season.
(2) Distribution of unused quota;
Option 1. Distributed to other processors proportionally
Option 2. Distributed to other processors equaliy
Option 3. Allocate to open zeevesr delivery
Suboption 1. If QS is reclassified from Class A to Class B:

2} reclassification of Class A Q8 will be distributed proportionally among
ali Class A QS holders

b) reclassification of Class A QS will be dismibuted eguzlly among all
Class A QS holders

<} reclassification of the unused Class A QS 10 B class

All three options for reclassification of these temporary B QS should require 2 regionalization
designation t0 maintain the appropriate regional allocations. Additiorally, include discussion of
reasoms 4 processor may not use its quota, inc¢luding physical inability (e.g. plant breakdown);
harvesters being unable to deliver when the processor is able to process; bona fide price
disagreement; concern over exceeding the processor quota atlotment (when thers is only 2 small

amouxnt of processor quota remaining); and bonzafide dispute over quality of the crab.
(b) Hardship provisions

2.8.3  Option for use of a private sector manzged (non-governmental), binding arbiwation process, for filed price
negotiations, between fishermen and processors. To the extent that this may be a key design feature in 2 two
pie IFQ program, the analysis should consider the mechanics and applicability to a two pie IFQ program.

Considerations for analysis of binding arbitration:

S:vmak\February Motion\council_crab_feb02 _motion wpd 12

Individuals and groups of fishermen holding QS will negotiate independently and separately with individual

processing companies holding PQs at any time, before season openings, the earlier the better, to seek best market
prices;

Only required if negotiations fail to achieve acceptable price to both parties;
Private-sector financed and managed and conducted on a company-by-company basis;
Individuals, groups and companies that request binding arbitration jointly bear the cost:
Requires statutory definition, along with karvesting and processing quota shares:

Hervesting and processing sectors must agree to participate;
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Agreements on price settlements are binding and will kikely require an enforcement mechanism (i.e. coatracts or
statement of agreement between parties);

Biological seasons, overlap of the bislogical seasons, crab quality, weather and other considerations need to be
contemplated in development of the process framewotk;
Need to establish criteria for peol of arbitrators

Elemenrs of the binding arbitration process:
. Requires independent market analyses for specified BSA! king, 1anrer (Bairdi) and spow (Ovpilio) crab species by a
designated market analyst to be chosen by industry (fishermen and processors);

Arbitrator, chosen by industry (fishermen and processars) before start of negotiations, sits in on presentation of
market analysis but does not sit in on negotiations;

Need to establish and adhere to deadlines for:

(2) Presentation of market analysis w industry (i.e. 8 to 10 weeks prior to season opening)
(b Agreement on date to go to arbitration

(1) Pre season

{2) In season
(c) Agreement on deadline for price settlement

(1) Date certain
{2) or based on % of GHL canght

Arbitration will require the parties to submit best price and arbitrator picks one or the other price, but does not split
the difference or other options

Options to establish a price:

/A‘\ Optien 1. Prices established are a mirimum price, based on market analysis, with processors agreeing to pay
at least the minimum price (2llows variability on prices between companies).

Option 2. Fotrmula approach similar to seme Bering Sea pollock operations, where the fleets share in the

percentage of the sale price of the products. In this case, the arbitrator would decide the formula
percentage.

L¥2]
M

Regionalization E lements

LFE)
b
—

Two regions are proposed:

{a) Northermn Region - All areas on the Bering Sea north of 56° 20° N. Latitude. {This region includes the
Pribilof islands and all other Bering Sea Islands lying to the north. The region atso includes all
comimunities on Bristol Bay including Port Heiden but excludes Port Moller and 21l communities lying
westward of Port Moller.)

{b} Southerz Region - All areas on the Bermg Sea south of 36° 20" N. Latimde and all areas on the Guifof
Alaska (This region includes zli parts of the Alaska Peninsula westward of and including Port Moller. All

of the Aleutian Islands are inciuded in the Scuth Region as are 2ll pors and communites oo the Gulf of
Alaska.)

Suboeption: Regional categories for deliveries of Alentian Islands brown king and Adak red king crab split into a
"Western" (west of 174 degrees West longitude) and "Eastern" (east of 174 degrees West) area with
an option that up to 50% of W Al brown king crab must be processed in the W Al region.

3.2 Regional categorization of processing and/or harvesting quota shares

3.2.1  Categorization will be based on all historical landings. Periods used to determine regional percentages are as
follows (two options):

o
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Opiion 1. 1995 - 199%

Option 2. 1997 - 1999
3.2.2  Options for the harvesting secior:

Option 1. all CV quota shares are categorized by region

Option 2. only Class A CV quota shares are categorized by region
3.2.3  Oprtions for the processor sector:

Option 1. - . Processing quota shares and IPQs are categorized by region

Option 2. Regional restrictions 2pply o deliveries made on 2n open zeress delivery basis
3.2.4

Once assigned to a region, processing and/or harvesting quota shares cannot be reassigned to a different
region.

325  Options for addressing potential mismatch of barvesting and processing shares within the region.
1. The base years for determining processing shares and the base period for determining the
share assigned to each region shall be the same.
2. If the cumalative harvester quota associated with each region differs from the total resional

share, by species, the barvester share, by species, shall be adjusted, up or down, in the
following manner:

a. The adjustment shall apply only 10 harvesters with share in both regions.

b. The adjustinent shall be made on a pro rata basis to each harvester, so that the fotal
share among those harvesters, by region, equals the total share assigned to each
region.

3. The adjustment shall only be on shares that carry a regional designation; Class B guota would

be excluded from the adjnstment.

Delivery and processing restrictions - the following provisions apply to the delivery and ptocessing of ctab with TFQs
or IPQs that are categerized by region:

{2} Crab harvested with catcher vessel IFQs categorized for a region must be delivered for processing within the
designated region
{v) Crab purchased with IPQs categorized for a region must be processed within the designated region.

R L ] - 5 wane = Lt an 0 »

Alternative Regionalization/Community Protection Option: Prevestivgbrstory-mrayicave—thorezionoforiginfin

Frocessing history may leave an eligible community of origin in which the history was established with
permission of the eligible community. The processing QS may change communities with negotiated agreement
between the processor 2nd the originating (cligible) community; these agreements will be filed with the
Secretary of commerce thirty days prior to the quota share leaving the eligible commurity.

"Eligible commaunities” shall be defined as any community in which agaregate (commnunity) landings exceeded
0-8% of the species for which processor Q5 is awarded during the qualifying period.

"Community landings" for closed fisheries will ¢ determined using a formala that mirrors "processor option
onc” as defined in the current analysis.
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. Community Development Allocation (based on existing CDQ program):

Option 1. No change from existing program

Option 2. Expand existing program to all crab fisheries under this analysis.

Option 3. Increase for all species of crab o 10%

Option 4. Increase for all species of crab to 12.5%

Option 3. For the Aleutian Islands brown king crab fishery, the percentage of resource rot utilized (difference

. between aciuzl cateh and GHL) during base period is allocated 1o the community of Adak.
5. Program Duration and Review
. The following options apply to all program elements:

Option 1. Program review after 2 years and every 3 years thersafier to objectively measure the success of the
program, including beaefits and impacts 1o harvesters (including vessel owners, skippers and crew),
processors and communities by addressing concerns, goals and objectives identfied in the Crab
Rationalization problem statement and the Magnuson Stevens Act standards. This review should
melude analysis of post-ratienalization impacts to soastal communities, barvesters and processors in
terms of economic impacts and options for mitigating those impaets.

Option 2. Program review every 3 years 1o objectively measure the success of the program, including benefits
and impacts to harvesters (including vessel owners, skippers and crew), processors and communities
by addressing concems, goals and objectives identified in the Crab Rationalization problem
statement and the Magnuson Stevens Act standards. This review should include analysis of posi-
rationzlization impacts to coastal communities, harvesters and processors in terms of economic .
impacts and options for mitigating those impacts.

Option 3. No program review

Option 4.
~

Sunset in 5 or 7 years

6. Cooperzative model options:

6.1 Coop model with the followiag elemsnts and options:

State Voluntary Cooperative: The purpose of the voluntary cooperative for BSAI crab fisheries is 10 allow harvesting,
processing and community interests to share in the berefits of 2 rationalized fishery, enhanced by formal cocoperation between

buyers and sellers. A c¢ooperative structure encourages entities with common and mutuel interests to approach those interests
through a common perspactive.

1} Individual harvesting and processing histories are isgued 1o both catcher and processors.

(Harvesters under Section 1.5.2 a) which meet program qualifications. Processors under Section 2.1, 2.3, and
2.4 {Options 1-4) which meet qualifications of the program).

2) Cooperatives may be formed through contractual agreements among fishermen who wish to join into 2 cooperative with
one or more processors holding processor history for one or more species of crab. Fleet consolidation within this

caoperative may occur either by internal history leasing and vessel retirement or by history rading within the original
cooperative or to a different cooperative.

tad
Rap
St

There must be at least 2 or more unique vessels/owners to form a coop with 2 processor. Vessels are not restricted o

deliver 10 a particular plant or processing company.

Suboption: There must be at least 4 or more unique vessels engaged in one or more crab fisheries

am

to form a coop with 2 processor. Vessels are not restricted to deliver to a particular
plant or processing company.
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4} New processors may eater the fishery by acquiring processor history from an inital issuee. Cooperative formation
with 2 new processor lacking processing history requires the new processer to offer both an adequate payment to the
vessel and to the originating plant where the prior processing history resided.

5) Custom processing would eontinue fo be allawed within this rationzlizztion propesal.

6} Provide an opportunity for communities. Prevesstmgirstorroay-rrrtreregioreiergrtir which-history-wes

4y} B e It P [] o I vomnmuan

Processing history may leave an eligible commnunity of origin in which the history was established with
permission of the eligible community. The processing QS may change commaunities with negotiated agreement
between the processor and the originating (eligibic) community; these agreements will be filed with the
Secretary of commerce thirty days prior to the quota share leaving the eligible com muniry.

"Eligible communities™ shzll be defined as any community in which aggregate (community) lzandings exceeded
0-8% of the species for which processor QS is awarded during the qualifying period.

"Community landings™ for closed fisheries will be determined using a formulia that mirrors "processor option
one” as defined in the current analysis.

7) Regional Categories:

Option L. No regional categories.

Option 2. Harvester cooperatives' regional categories for deliveries of Bering Sea crabas in
paragraph 1.3.4.

Option 3. Harvester cooperatives' regionzl categories for deliveries of Aleutian Islands

brown king and Adak red king crab split into a "Western" {west of 1 74 degrees
West longitude) and "Eastern” (east of 174 degrees West) area.

8) Duration of coop agreements.

Option 1. 2 years
Option 2. 4 years
Option 3. § years

9) Community Development Allocation (under existing CD(} program)

Option 1. No change from existing program

Option 2. Expand existing program to 2ll crab fishertes under this analysis.

Option 3. Increase for 2ll species of crab 10 10%

Option 4. Increase for all species of erab w 12.5%

Option 5. For the Alentian Islands brown king crab fishery, the percentage of resource not

utilized (difference between actual catch and GHL) during base period is allocated
to the community of Adak,

10} Qbserver requirements. For crab vessels greater than §0' in length, maintzin observer coverage at:

Option I. Status quo.
Option 2. 10%
Option 3. 20%
Opticn 4, 30%
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11) Length of program:
—_—

Option 1. Sunset in 5 years

Option 2. Program review to objectively measure the success of the program by addressing
¢oncems identified in the Crab Rationalization problem statement and the
Magnuson Stevens Act standards.

Suboption 1. Program review after 2 years
Suboption 2. Program review every 3 years

*

12) Option for skipper znd crew members: Protection of traditional and historical crew share percentages with no sunsel.

, 13} Cawch Accounting - All landings including deadioss will be counted against a vessel’s quota. Options for treatment of
incidental catch are 2s follows:

Option 1. No discards of legal crab will be aliowed, and sufficient quota for legal crab must
be aveilable.
Option 2. No discards of "marketable™ crab will be allowed for opilic erzb and sufficient

quota for “marketable” crab must be available. (Legal size for opilio is 3.1 inches,
but the industry standard is 4 inches.)

Option 3. No diseards of opilio crab with a carapace of 4 inches or greater in width.

Option 4. Discards of incidentally caught erab will be allowed. (This option would allow,
for example, incidental catck of bairdi crab in 2 red king crab fishery to be
discarded without counting against 2 vessel’s bairdi quota.)

6.2 Use a co-op model that would have the following options:

1. Formation of Coop

A. There would be one coop formed with each eligible crab processor. Coops would be formed with the processor at

the company level, not the plant level. Two or more vessels are sufficient to form a coop. The coep would handie all
/ \ species of crab.

B. Crab processor eligibility would be determined using the qualifying period identified for allocation of initial TPQs
(Eligible Processors, including C/P as revised in 1.7.2.3 option 5. Processors eligible to receive an initial allocation of
processing quota shares (PQs) are defined as fellows: U.S. Corporation or pannership (not individual facilities) that
processed crab for any crab fishery included in the IFQ program during 1993 or 1993.)

C. Each crab vessel is eligible t jein only one coop. Which coop the vessel is eligible to join is determined based on

which eligible processor that vessel delivered the highest pounds of crab to during the processor qualifying period
used for 1.B above.

D. Vessels that join a coop will have their catch history from the vessel qualifying period protected. A vessel that
does not elect to join in the coop for which it is eligible remains under an open aceess fishery.

E. Each vessel's catch history is determined using the formulas identified for calculation of initial quota shares
selected under section 1.4 as modified above,

F. A coop agreement would be filed annually with the Secretary of Commerce, after review by the Council, before o
caop’s catch history would be set aside for their exclusive use. The processor and ezch boat that is eligible and elects
to join: the cobp must sign the agreement  Only the histories of thoge boats that sign will be protected.

2. Operation of Coop

A. The coop is responsible for aliocating fishing quetas for each species of crab to the coop members. Each vessel is
entitled to one vote, and decisions will be made by majority vote unless otherwise agreed 1w by the coop members.

-~
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B. The processor with which the coop is formed gets

i. Erstright of refusal for all crab barvested by coop members, with coop free to deliver crab to another eligible
processor if no agreement s reached; or

ii. a2 guaranteed amount of coop crab to be delivered, with the amount ranging from 10% to 100%, the remainder
of which can be delivered by the coop to either

1. any eligible processer, or
II. any processor, eligible or not (ie., new entrant allowed}.

€. Ifthe processorbuys the coop crab, it may process the crab itself or may arrange to have it processed by any other
erab processer (i.e., the processor acts as broker for coop crab it does not wish 10 process).

D. ia the altemative, the processer may elect to have the coop act as its own broker for crab the processor does not

wish to buy, with the coop free to either sell the crab to another processor or allow individual vessels to make
arrangements on their own,

E. Cooperatives may arrange 1o swap, purchase, or trade deliveries of crab by mutual agreement of the cooperatives
concemed.

3. Movement of Vesssls Between Coops

A. Three alternatives would be analyzed.

1. Vessels are free to transfer between coops once each year, with zgreement of the coop to which they are
moving. Vessel catch history goes to new coop.

ii. Vessels may move t0 3 new coop after spending one year in the open access fishery. Coop must agree o

entry of new vessel. Vessel catch history is not protected in open access, but is restored upon entering new
coop.

ii. Vessels may only leave coop with agreement of the processor. Catch history only goes with vessel if
Processor agrees.

B. Vessels that did nat join a coop in the first year coops are formed may join the coop of the processor to which they

delivered the highest pounds dettervelweof crab in the previous year after spending one year in the open access
fichery.

4. Regionalization, Ew.

A. All other options in the June Draft Council motion regarding regionalization, skipper/crew shares, etc, would be
applied to the Lead Fishery Cooperative Model based on the options identified for analysis in those areas.

5. Taxes

Require owners of CP vessels to pay a fee equivalent to the tax that would have been imposed had the CP operated in State
waters.

Further, the Council reaffirmed its earlier policy statement that catch history in the crab fisheries beyond December 31, 1998
may notcount in future ratonalizadon programs, including a fishery cooperative system.

The Initial Council Review Draft of the plurality ceop is complete. Further analysis should focus on the options for an
individual quota framework - both one-pic and two-pie - for management of the BSAT crab fisheries. The analysis should

include a discussion of the use of the voluntary cooperative a5 2 fishery management tool within the individual quota
framework.
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The analysis should include information on the alternative fisheries that harvesters and processors have participated in,

50 that alternative allocation options can be better assessed based on anindividueal harvester or processor’'s dependence on
a particalar crab fishery.

The amount of stranded capitalin the processing sector skould be analyzed. Options for addressing the stranded processing
capital issue, such as a processor buyback program should 21so be discussed.

The effect of regionalization on ownership caps should be added to the analysis.
The 2nalysis should inclnde a qualitative discussion of cumulative impacts of the options on different classes of vessels.

Motion to require certain socioeconomic data from the crab catching, processing and eatcher/processors participants dnring
implementation of the crab rationalization program. This information is to include, but not be limiteé tor harvest and
production costs; expenditure patterns; vessel ownership data including vessel identifiers (name and address files); and
employment and earmings data. Individual sociceconomic data will be collected from fishing and processing entities and

tabulated by the resource agencies, and maintained in a secure and confidentizl manner for analysis by the State and
Federal fishery management agencies and the NPFMC.

In addition the anatysis should include the customary information that meets the requirements of an IRFA, RIR, EA etc.

Adopt by reference the recommendations on page 10 of the Final AP minutes of 2/9/02 and the SSC recommendations
regarding improvements and changes to the crab rationalization document outlined in the SSC minutes of 2/7/02.

The state's current authority to set GHLS will be modified to irclude the setting of TACs under the BSAJ Crab FMP.

Finally, the Council requested that the Analysis include to the extent possible 2 comprehensive qualitative and, where possible,
fuantitative consideration and examination of the following:

Processor ownership interast in BSAI crab harvesting vesseis
CV ownership interest in processors

Processor ownership interest in BSAT crab fishing history

CV owaership interest in BSAI processing hisfory

Foreign ownership interest m the BSAT crab processing sector

Foreign ownership in the BSAT crab harvesting sector

Wm0 wWw p

The percentage of Harvester QS that will be allocated to the processor sector as a result of processor sector ownership
interest in BSAI crab harvesting vessels and BSAI crab fishing history.

H. The percentage of processor PQs that will be aliocated to the harvesting sector as a result of harvesting sector ownership
interests in the BSAI crab processing sector and BSAI creb processing sector history including CPs.

1. The anti<ompetitive impacts and economic bamiers that may result from the cumulative and combined impacts of
Individual Processing Quotas {IPQs) coupled with Regionalization. For example, are the combined impacts and bamiers of

17Qs and Regiopatization different than the individual and respective impacts of IPQs or Regionalization and, if 5o, 10 what
extent.

I. The genera) economic and social impacts and the impacts on fre¢ and open competition and markets of IPQs, including the
Halverson report and Matulich repont on a 2-pie IFQ-type¢ program.

K. The impacts of IPQs on free markets and vigorous competition in the BSAI crab indusuy that may result from (1)
processor sector ownership interest in BSAI crab harvesting vessels, (2) processor sector ownership interest in BSAI crab
fishing history, and (3) the percentage of harvester QS that may be allccated to the processor sector as a resuls of processor
sector ownership interest in BSAI ¢rab vessels and BSAI crab fishing history.
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Staff should provide information describing the issues related to recency and potential proxy QS from other crab fisheries
for determining the initial allocations in the EAI tanner, WAI tanner, and EAI (Dutch Harbor) red king crab fisheries. The
State of Alaska should be coasulted ¢n potential options which can be implemented 25 trailing amendments.

An analysis of the implications of rationalization on BSAI and GOA groundfish and other crab fisheries (inclading tanmeri
and Pribilof Islands brown king crab fisheries) shall be included in the aralysis.

A comprehensive section on environmental conseguences {incleding byctach, high grading, stock rebuilding) of the
rationalization alternatives shall be included in the analysis.

An analysis of the imapaci of the ¢rab vessel buyback on the rationalization altematives {including the distribution of
allocations and caps of harvester and processor shares and the regionalization alternatives) shall be included in the apalysis.

The analysis shall include a discussion of the cost recovery program and its interaction with the current State fee program.

The general impacts of IPQs on free markets 2nd vigorous competition, price mechanisms, costs, diswribution of rents aad
other competitive mechanisms:

(1} in the BSAI crab processor sector

(2) in the BSAIT crab harvester sector.

(3) in the BSAI crab industry,

(4) in the non-AF A processor sector,

{3) in the Kodiak processor sector,

(6) in the BSAI and GOA fishing industry,

(7) that may result from mergers, acquisitions, combinations 2nd concentrations in the processing sector,
(8) that may result from foreign ownership interest in the processing sector.

Restrictions of ownership of Harvester QS by processing entities that have more than 25% foreign ownership interest.

Spillover effects on otber fisheries.

Inclade a discussion of the percent of GHL purchased by non-eligible processors on an annual basis and the effect on the
final QS pool.

Include a conceptual discussion on how ¢o-op management might work in the harvesting and processing secters and 2
comparison of IFQs/IPQs, to co-ops including the Dooley-Hall ¢o-o0p structure in addressing the problem statement.

Conservation benefits and other implications of each component of the program (IFQ, IPQ, Regionalization Co-ops).
Present the analysis of these issues in a consolidated section in the EA/RIR.
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Implications of the Halibut and Sablefish Study for Crab Rationalization
While the halibut and sablefish study provides empirical evidence that a harvester-only

IFQ redistributed wealth from processors to harvesters in those fisheries, the question remains if

the results are qualitatively exportable to North Pacific crab fisheries. The halibut and sablefish

fisheries are very different from the crab fisheries. Prior to IFQs, for exampie, as many as 5,000

vegsels delivered halibut to 104 firms statewide. The report noted, however, that the processing

sector was relatively concentrated, with 12 firms accounting for 71% of pre-IFQ statewide

halibut purchases and nine firms accounting for 68% of statewide sablefish purchases. The crab

industry structure, in contrast, appears to be quite different. There are roughly 300 LLP-

qualified harvesters and at most 18 processors, excluding the LI P-qualified catcher/processors,

depending on year and fishery.

The theoretical evidence provided by Matulich, Mittelhammer and Reberte (1996) and
Matulich and Sever (1999) argues that season elongation from quota trading and fleet
consolidation creates excess processing capacity which will be bid away by processors through
higher exvessel price offers. If processors are sufficiently concentrated to exercise market power
over harvesters after IFQs, then, it is conceivable processors might tacitly collude and not raise
exvessel price offers to attract more crab.! Thus, a cornerstone of whether the qualitative
conclusions of the halibut-sablefish study are exportable to crab is the degree of market
concentration in the halibut, sablefish and crab fisheries. If halibut and sablefish processing were

significantly less concentrated than crab processing, then the conclusions might not be

exportable to crab.

! Of course, one would also expect 1o see evidence of such tacit collusion in 2 concentrated processing sector before
the [FQ policy.



Industry concentration is typically measured as a function of the market shares of some or
all of the firms in a market. The most common measure of industry market
structure/concentration is the four-firm concentration index, C4, which is the share of industry
sales accounted for by the four largest firms. It is, of course, arbitrary to focus attention on only
the four largest firms. The U.S. government, for example, has also uses an eight-firm
concentration index, C8. Another alternative to measure industry concentration is the
Berfindahl-Hirschman Index (HHI), which is simply the sum of the squared market shares for
each firm in the industry. This concentration index is a function of all firms” market shares.
Empirical studies produce similar results regardless of the concentration index.

The C4, C8 and HHI concentration indexes are calculated below for each of four
fisheries: halibut, sablefish, Bristol Bay red king crab and BSAT opilio ¢rab. Both halibut and
sablefish are managed according to geographic management areas, respectively, along the coast
of Alaska. It follows that delivery/buying markets are reasonably well defined by those
harvesting areas, so that market share and concentration indexes reflect the area-specific
delivery/buying patterns. Fish ticket data was used to aggregate IFQ area-specific catch
delivered to the various processing/buying plants. The COAR data was then used to identify
plant-parent firm ownership. Firm-level market share was calculated as the cumulative percent
of area-wide catch delivered to a unique firm. These calculations were done for each of the
IPHC/IFQ management areas.” Market share and concentration indexes were calculated for the

two, pre-IFQ years, 1992 and 1993.

% The sablefish IFQ management areas were overlaid on state statistical areas to determine catch origin and
processing/buying destination.
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A similar approach was taken to measure market share and processing sector
concentration for Bristo! Bay red king crab and BSAT opilio crab fisheries. However, there was

only one management area for each crab fishery. The two years considered were 1998 and 19992

.Results

The three concentration indexes are presented in Table 1 for each of the four species, by
year. Both a weighted average mean (where each area-specific concentration index is weighted
by area-specific catch relative to statewide landings) and the statewide low and high index range
are presented for halibut and sablefish. Since both Bristol Bay red king crab and BSAT opilio

crab are harvested n a single area, no range is reported.

Table 1. Comparison of Alternative Concentration Indexes for Pre-IF(Q (1992-1993)

Halibut and Sablefish Processing and for 1999-2000 Red King Crab and Opilio
Crab Processing.

Concentration Halibut Sablefish B.B. Red King Opilio Crab
Index _ Crab
1992 1993 1992 1993 1998 1999 1998 1999
C4 mean | 57.1 54.9 386 66.5 63.1 645 633 62.9

range §53.3- [51.3- {583- |583- jna na na na
100 100 100 100

C8 mean |77.4 76.9 81.9 88.6 93.7 93.1 90.9 89.4

range |719- |77.1- |70.8- [873- |na na na na
100 100 100 100

HHI mean |1101 1026 1367 1464 1307 1381 1333 1378

range | 892- 864- 708- 876- na na na na
3677 5128 100 0420
The “mean” is the statewide, weighted average processing/buying concentration index across all IFQ statistical areas

in which halibut and sablefish were harvested. The “range” reports the area-specific lowest and highest
concentration indexes.

)

? 1999 is the last year for which processing history is being considered in the initial allocation of crab quota.



There is striking similarity in buying/processing concentration across species; the
buying/processing sector was concentrated in all four fisheries. The halibut industry was least
concentrated. However, the top four firms still averaged in excess of 54% of the market share,
by region. The top eight halibut firms captured, on average, more than three-quarters of the
market, while the least concentrated catch area reflects nearly the same level of overall
concentration as the average. Sablefish processing was somewhat more concentrated than
halibut processing. The top four firms averaged 59-67% of the market share, depending on year.
The top eight firms captured, on average, 82-89% of the market.

Processing concentration in the two crab fisheries was very similar to sablefish. The four
largest buyers captured 63-65% of the market, while the top eight captured 89-94% of the
market.

Not surprisingly, the Herfindahl-Hirschman Index is very consistent across species and

years. It provides similar evidence of market concentration as the C4 and C8 concentration

indexes.

Implications

Both halibut and sablefish processing sectors were concentrated before the intreduction
of IFQs (and became even more concentrated after introduction of IFQs). Despite the high
degree of market concentration, halibut and sablefish processors did not exercise market power
over the atomistic harvesting sectors. Ex-vessel prices paid to harvesters after IFQs more than
doubled for halibut, on a 65% increase in wholesale price. Yet, quasi rents retained by
processors dropped 56% after IFQs were implemented in both fisheries. IFQs liberated the

halibut market, allowing meore fish to be diverted into the higher-value fresh market. Sablefish



experienced no such product form change; it remains a frozen product destined for Asian
markets. Accordingly, changes in the sablefish market are more likely to represent what one
should expect if the Bristol Bay red king crab and BSAI opilio fisheries are rationalized with a
?harvestcr-oniy TFQ. In the case of sablefish, the processing sector was even more concentrated
than in the halibut fishery. Nevertheless, this concentration could not avert processing quasi

¥

rents from dropping an estimated 75% in the sablefish industry following implementation of
IFQs.

The empirical evidence that market shares and industry concentration are quite similar
acxoss halibut, sablefish, Bristol Bay red king crab and BSAI opilio crab fisheries suggests that
market power among crab processors is unlikely to be an adequate deterrent to collapsing quasi
rents under a harvester-only IFQ crab rationalization design. Differential market power in the
selling sectors (during price formation) portends potentially larger redistribution of quasi rents
from crab processors to harvesters. The harvesting sector was (is) more concentrated in the crab
fisheries at the point of price formation by virtue of an effective, monopolistic bargaining
association. Thus, if the similarly concentrated halibut and sablefish processing sectors were
unable to exercise market power over harvesting sectors that were price takers, one should
expect at least a qualitatively similar redistribution in crab fisheries, where countervailing power
exists. Simply put, the fleet consolidation and season elongation forces that led to a
redistribution of quasi rents from processors to harvesters in the IFQ halibut and sablefish
fisheries will exist under a similar crab rationalization design. The extent of redistribution that

would occur under a harvester-only IFQ remains an empirical question.
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Introduction

This report provides the North Pacific Fishery Management Council (Council) with prelimmary materials
for making decisions for the Environmental Impact Statement (EIS) for the Fishery Management Plan for
Bering Sea/Aleutian Island King and Tanner Crabs (FMP). The primary purpose of this report is to provide
information to the Council in making its recommendations on the range of alternatives to be addressed in the
EIS. It provides a preliminary purpose and need for the action, a description of the scope of the EIS, a
summary of the comments received during the scoping public comment pericd, the environmental and
sociceconomic issues identified during scoping and the Council process, and describe potential alternatives.
Prior to drafting an EIS, the lead agency must determine the precise nature and extent of the proposed action,
the range of alternatives, the specific impacts to be evaluated, and the methods used to determine their
evaluation.

Included in this Teport are excerpts on National Environmental Policy Act (NEPA) guidance from the
Council on Environmental Quality (CEQ) regulations, The NEPA Book (Bass et al. 2001) and How to Write
Quality EISs and EAs (The Shipley Group 1998) to assist the Council and the public understand the NEPA
requirements for an EIS and how the pieces of an EIS fit together. All excerpts are in italics. Using this
guidance, we are asking the Council for input on each section to ensure that the EIS is progressing in &
manner that the Council agrees with.

Purpose and Need for the Action

We are asking the Council to review and commcnt on this purpose and need for the proposed action.

NEPA Guidance: The statement of pwpose and need helps the Iead_ agency select the range of alternatives
to be evaluated in the EIS. This section explains the underlying purpose and need to which the
agency is responding in proposing the aliernatives, including the proposed action (40 C.F.R.
1502.13), and the benefits that would be realized by carrying out the proposed action. Make your
purpose and need an honest, full explanation of why the agency is considering an action. Explain
who wants to do what and where and why they want to do it. The “need” to be addressed in the
statement is the overall reason for the action while the “purpose” is a set of specific objectives to
be achieved by the action. An EIS need include only those alternatives that would achieve at least
some of the federal agency's objectives as set forth in the statement of purpose and need. If the
purpose and need for the project are rigorously defined, the number of solutions which will satisfy
the conditions can be more readily identified and narrowly limited. If properly described, it also
limits the range of alternatives which may be considered reasonable, prudent, and practicable in
compliance with the CEQ regulations. The federal agency’s preferred alternative is the one that it
believes would best fulfill the purpose and need of the action. (Bass et al. 2001, The Shipley Group
1998)

The Council is proposing 2 new management regime that rationalizes the crab fisheries in the Bering Sea and
Aleutian Islands (BSAI). A rationalization program is a limited access program that allocates shares of the
harvesting privilege of the crab resource to individuals or groups of harvesters. It may also allocate quota
to process crab to processing companies. Allocating shares of the resource significantly changes how people
fish and how the fisheries are managed. Thus, a rationalization program potentially impacts the human
environment.
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Problems facing the BSAI crab fisheries are overcapitalization and the consequent race for fish and resource
conservation and management problems. The race for fish exists because harvest capacity greatly exceeds
the amount of crab available for harvest. Under the current management regime, each fishery is opened on
a specific date with a specified harvest limit. Fishermen compete to harvest as much crab as they can before
the harvest limit is reached and the fishery closes. This race for fish causes short, unprofitable seasons,
resource and conservation problems, unsafe fishing conditions, and management difficulties. These problems
are illustrated by the 2001 Bristol Bay red king ¢rab regular commercial fishery in which 232 vessels caught
7.8 million pounds of crab in 3 days and 8 hours. Due to the management difficulties of determining the
harvest of so many vessels in such a short amount time, the preseason guideline harvest level of 6.6 million
pounds was exceeded by 1.2 million pounds. Some vessels fished during a storn, causing significant damage
to 3 vessels and the loss of one hurnan life at sea. The management tools in the existing FMP do not provide

managers with the ability to effectively solve the excess harvesting capacity and resource allocation problems
in the BSAI crab fisheries.

The need for a rationalized crab management regime is explained in the Council’s BSAI Crab Rationalization
Problem Statement:

Vessel owners, processors and coastal communities have all made investments in the crab fishernes,
and capacity in these fisheries far exceeds available resources. The BSAI crab stocks have also
been highly variable and have suffered significant declines. Although three of these stocks are
presently under rebuilding plans, the continuing race for fish frustrates conservation efforts. -
Additionally, the ability of crab harvesters and processors to diversify into other fisheries is
severely limited and the econornic viability of the crab industry is in jeopardy. Harvesting and
processing capacity has cxpanded to: accommodate- highly- abbreviated seasons, and presently,
significant portions of that capacity dperate in an economically inefficient manner or are idle
between seasons. Many of the concems identified by the NPFMC at the beginning of the
comprehensive rationalization process in 1992 still exist for the BSAI crab fisheries. Problems
facing the fishery include:

1. Resource conservation, utilization and management problems;

2. Bycatch and its associated mortalities, and potential landing deadloss;

3. Excess harvesting and processing capacity, as well as low economic returns;

4. Lack of economic stability for harvesters, processors and coastal communities; and
5. High levels of occupational loss of life and injury.

The problem facing the Council, in the continuing process of comprehensive rationalization, is to
develop a management program which slows the race for fish, reduces bycatch and its associated
mortalities, provides for conservation to increase the efficacy of crab rebuilding strategies,
addresses the social and economic concerns of communities, maintains healthy harvesting and
processing sectors and promotes efficiency and safety in the harvesting sector. Any such system
should seek toretain parity between the harvesting and processing sectors, including healthy, stable
and competitive markets.

The purpose of the proposed action is to provide 2 management program that improves resource conservation
and management; decreases bycatch and deadloss; decapitalizes the fisheries; provides economic stability
for harvesters, processors, and communities; and improves safety at sea. Given that the problems in the
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BSAI crab fisheries are due to overcapacity and the race for fish, the Council has determined that the
institution of some form of rationalization program is warranted. The allocation of harvesting and possibly
processing privileges would allow harvesters and processors to manage their operations in a more
economically efficient manner since they no longer must compete with other users for a portion of the
available resource. Rationalization of the harvesting sector eliminates the derby-style race for fish by
providing economic incentives to consolidate, thus reducing capacity by decreasing the number of vessels
participating in the fiskery. The extent of this consolidation depends on efficiency differences across the
fleet, how the rationalization programis set up and what restrictions are placed on amassing shares. Shares
are expected to be consolidated on the most efficient vessels, thus removing excess capital from the fishery
and allowing remaining vessels to fish for a longer amount of time. With a guaranteed share of the catch,
fishermen can choose when to fish depending on weather conditions, market considerations, and other
factors. Eliminating the race for fish is also thought to decrease the potential for harvest limit overruns that
can result from the difficulty of monitoring catches during short fishing seasons with many vessels
participating.

Scope of the EIS
We are asking the Council to review and provide input on the proposed scope of the EIS.

NEPA Guidance: A programmatic EIS is prepared for a broad federal action, such as the adoption of a
regularion, policy, plan or program. A programmatic EIS is reguired only when there is a proposed
formal agency program. The preparation of a programmatic EIS facilitates and expedites the
preparanon of subsequent project-specific NEPA documents through the use of a process called
“tiering.” Tiering refers to the coverage of general masters.in broader EISs with subsequent
narrower EISs or EAs incorporating-by reférence the gene ral discussions [from the programmatic
EIS] and concentrate solely on the issues specific 1o the [subsequent projects-specific action).
Although NEPA’slegal reqmrements arethe same for both the programmatic EIS andthe project-
specific EIS, lead agencies generally focus on different factors when preparing each of them. (Bass

etal 2001)

The purpose of the EIS is to provide decisionmakers and the public with an evaluation of the environmental
and economic effects of the proposed action and alternatives to the proposed action. The EIS will examine
the direct, indirect, and curmulative effects of the alternatives, including the proposed action and status quo,
on the physical, biclogical, and human environment. The EIS will be programmatic in scope because the
proposed action is a program. According to the CEQ regulations, 2 programmatic EIS is prepared for a broad
federal action, such as the adoption of a plan, program or policy. The EIS will also include an environmental
assessment of the FMP overall and the effects of the fisheries prosecuted under the FMP.

The scope of this EIS will include decisions before the Council and also before the State of Alaska, which
shares the responsibility for the management of BSAI crab. The Council will decide on whether to continue
management under the existing crab FMP or to manage crab under a rationalization program. An underlying
principle of this EIS is that a rationalization program will affect most aspects of BSAI crab fishery
management by making some existing management measures unnecessary and requiring modification of
other management measures. If the Council recommends a rationalization program, the State will make
changes to State regulations governing the BSAI crab fisheries so that fisheries management responds to the
unique demands of the rationalization program. To the extent possible, the EIS will identify alternative
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rationalization prograrms, alternative modifications to the existing management measures in the FMP, and
ranges of potential changes to State management raeasures. Once these have been identified, the EIS will
then analyze the effects on the human environment of the status quo and each alternative, and discuss ways
to avoid or mitigate any adverse effects. Alternatives considered but rejected will also be briefly addressed
in this EIS.

In order to analyze the proposed action, the EIS needs to provide the decisionmakers and the public with a
basic understanding of the fishery, including a description of the historic and existing fishery, against which
they can judge the alternatives. This EIS will analyze the environmental effects of all activities authorized
under the FMP, the current suite of FMP management measures, as amended over the years, and the State
and Federal regulations developed to implement those measures. As such, the scope of this analysis is not
limited to alternative rationalization programs. By thoroughly analyzing the status quo, subsequent
amendments to the FMP can tier off this EIS, thus focusing that NEPA analysis on the issues specific to the
future proposed action. The EIS will not present alternatives to specific elements in the FMP that are not
impacted by the proposed action because these are outside of the purpose and need for the action and were
not brought up during scoping. FMPs are adaptive and alternatives to specific FMP measures can be adopted
by the Council in the future, even if they are not foreseeable now and not specifically laid out in this EIS.
A programmatic look at the existing FMP will also provide valuable information to the State in managing
these fisheries and in making future management decisions beyond those required 1o manage under a
rationalization program.

Summary of Public Scoping

Scoping for the EIS began with the publication of 2 Notice of Intent in the Federal Register on September
20, 2001 (66 FR 48410). Public comments'were.initially due to NMFS by November 16, 2001; however,
NMEFS extended the scoping period until December 10, 2001 to provide the public with more time to develop
comments (66 FR 59771). The CEQ has issved informal guidance for the scoping process, which we have
followed. The Draft EIS will be based on and prepared from the issues identified in the scoping process.
NMEFS presented the Council with a report on the results of public scoping in February 2002.

Scoping is an early and open process for determining the scope of issues to be addressed and for identifying
the significant issues related to the proposed action. A principal objective of the scoping and public
involvement process is to identify a reasonable range of management alternatives that, with adequate
analysis, will delineate critical issues and provide a clear basis for distinguishing between those alternatives
and selecting a preferred alternative.

NMFES held three public scoping meetings. At the scoping meetings, NMFS requested written comments
from the public on the range of alternatives to be analyzed and on the environmental, social, and economic
issues to be considered in the analysis. Each scoping meeting was held in conjunction with another formal
public meeting on BSAI crab fishery management to make it convenient for interested public to attend. In
addition to the Notice of Intent, the scoping meeting was on the agenda for each of these meetings. The
scoping meetings were attended by fishenmen; vessel owners; fishing and processing industry representatives;
representatives from environmental organizations; ADF&G, Council, NMFS, and NOAA-GC staff;
community representatives; and the general public. Attendance lists for each meeting are filed in the
administrative record and available on request.
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Three public scoping meetings were held as follows:

Anchorage, Alaska: Thursday, September 20, 2001, from 24 p.m., at the Hilton Hotel, 500 West 3™ Street.
This meeting was held in conjunction with the Council’s Crab Plan Team meeting and approximately 15
people attended, including Plan Team members.

Seattle, Washington: One on Monday, October 1, 2001, from 2:30-4:30 p.m., at the Leif Erikson Hall, 2245
N.W. 57% Street. This meeting was in conjunction with the Annual Bering Sea/ Aleutian Islands Crab
Industry Meeting and approximately 86 people attended. The second meeting was on Thursday, October 4,
2001, from 79 p.m., at the airport Doubletree Hotel, 18740 International Blvd., in conjunction with the
October Council meeting. Approximately 23 people attended this meeting. '

Summary of Comments and Issues Addressed in Written Comments Received During Scoping

NMEFS receive three written comments during the scoping peried. Copies of the three comments were
provided to the Council at the February Council meeting and are available in the administrative record. The
comments are surmmarized below.

Comment 1: Consider Alaskan Communities.

This comment requested consideration of the impacts of proposed rationalization programs ot Alaskan
coastal communities, and the City of Unalaska specifically. The comment explained the importance of crab
harvesters and processors to the economic viability of the city dnd the need for the development of an
alternative management system that w111 lead o mdustry consohdatlon :The comment focused on four main
areas of concem: :

. Vessel safety
’ Resource management
. Economic stability

Excess harvesting capacity

The comment also recommended NMFS comply with NEPA and the Magnuson-Stevens Act pational
standards as it develops the EIS,

Comment 2: Analyze a harvester-only IFQ alternative.

This comment recommended moving forward with a harvester-only individuai fishing quota (IFQ) program
before analysis of a processor quota (PQ) program. The comment discussed issues in support of an
ha:vester-only IFQ program over a two-pie IFQ program, and asserted that:
Considering processor quota along with IFQ will delay implementation of an IFQ program because
of the complexities of a PQQ program,
. IFQs are an accepied and reascnable management tool for rationalization of the BSAlcrab fleet, and
will address significant resource conservation and management objectives, as well as specific
economic and social objectives,

. PQs are not authorized by Congress and there is no precedent PQ program,
. PQ has anti-trust implications,
Crab EIS preliminary materials April 2002



’ PQs equate to a distribution of ownership rights of a natural resource to a small class of large
businesses, many of which are vertically integrated and multinaticnal.

Comment 3: Make conservation and sustainability of biological resources the highest priority for
a rationalization program.

This comment recommended that the EIS evaluate raticnalization alternatives against the following
conservation and community objectives:

. Reward clean fishing (promote low bycatch and minimize impact on ocean floor).

. Create opportunity for future generations of independent fishermen.

. Prevent excessive consolidation and vertical integration of the seafood industry.

. Preserve healthy competition among seafood processors and prohibit processor monopolies.

. Promote healthy community fishing economies and maintain diverse independent fishing fleets.

. Recognize historic regional fishing and processing patterns.

. Require good stewardship of the public’s marine resources as a condition for continuing
participation in IFQ fisheries.

This comment also recommends that the EIS evaluate the success of the crab pot escape rings and mesh size
required by State of Alaska regulations in reducing crab bycatch in the crab fisheries. In addition, the
comment recommends that the EIS detail with GIS mapping the spatial extent of the crab fisheries, degree
of fishing effort, and spatial extent of the crab stocks. '

This comment also raises a2 number of issues outside the scope of this EIS. The comment recommends
changes to the groundfish fisheries which aré net under the management jurisdiction of the BSAI crab FMP
and therefore will not be directly considered in the EIS for the BSAI crab FMP.

Additional Comments

In addition, one verbal public comment suggested an alternative structured around exclusive Federal
management of the BSAI crab fisheries.

Other Scoping Efforts

Significant issues were also raised during a trip Mark Fina (Council staff) and Gretchen Harrington (NMFS
staff) took to Dutch Harbor/Unalaska and Akutan in October 2001. The purpose of the trip was to meet with
members of industry, harvesters (vessel owners, skippers, and crew) and processors (shore-based and
catcher/processors), and ADF&G staff to listen to their position on various issues surrounding crab
rationalization. In addition, staff observed the landing and processing of red king crab from Bristol Bay.

In developing altemative rationalization programs, a number of meetings to discuss rationalization have
occurred in the Council arena. Beginning in late 1999, interested parties met on an informal basis in a series
of meetings to discuss rationalization. In December 2000, this ad hoc industry committee was formalized
into the Council’s the BSAI Crab Rationalization Committee. The Council appointed members to the BSAI
Crab Rationalization Committee, which included representatives for harvesters, processors, skippers and
crewmen, communities and environmental organizations. The Committee was tasked with developing
elements and options for analysis and reporting to the Council at the April 2001 meeting. The Committee
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met once in February and once in March, 2001. In summary, the BSAI Crab Rationalization Committee

‘a made significant progress during its meetings in developing a set of elements and options for Council
consideration and analysis of a crab rationalization program. Also, the Council, the Advisory Panel and
Scientific and Statistical Committee have discussed rationalization at a number of meetings since October
1999, focusing on the alternatives, elements, and options under consideration during the June, October, and
December 2001 meetings. The public comments received and the issues discussed duzing these meetings
are part of the scope of the EIS and are included under relevant issues below. They are alsc discussed in
detail in the Initial Council Review Draft of BSAI Crab Rationalization Alternatives, which is available on
the web at http://www.fakr.noaa.gov/npfmc/default.htm.

Relevant Issues

We request that the Council review and comment on the propased list of relevant issues for the proposed
action.

NEPA Guidance: CEQ regulations indicate that agencies are responsible for a clear and efficient definition
of issues. An issue is an effect (or a perceived effect, risk, or hazard) on a physical, biological,
social, or economic resource. Anissue is not an activity; instead, the predicted effects of the activity
create the issue. Your goal is to educate readers as to why a particular issue is truly relevant {(and
thus important to the decision at hand). (The Shipley Group 1998).

This section defines and summarizes the relevant issues raised during scoping and the Council process. The
issues are organized by the five problenvareas identified by the Council. These issues will analyzed in depth
in the EIS, as required by the CEQ regnlauons (1502 7(2)) :

The stakeholders impacted by the crab FMP an.d proposcd ranonahzat;on programos include crab vessel
owrers, skippers who do not own vessels, crew, owner/operators, crab processors, commanities, crab
consumers, participants in other State and Federal managed fisheries, and the general public.

1. Resource conservation, utilization and management problems
Crab mortality - legal male crabs

Harvest limits are set to account for all sources of fishery induced mortality on legal male crabs so
that total mortality in the fishery does not exceed a threshold. Thresholds are set to ensure sustainable
harvests. When the fisheries cause mortality that is not accounted for in the harvest strategy, stock
abundance may be negatively impacted. Two sources of unaccounted for mortality of legal male
crabs of the target species are harvests above the guideline harvest level and highgrading. Harvests
that exceed the harvest level are difficult to prevent in the derby-style fisheries. Highgrading is
sorting through the legal crab for the largest, cleanest crab, and discarding the remaining legal crab
to ensure that only the highest-priced portion of the catch is landed and counted against the quota.
This leads to additional fishing mortality in excess of the quota. Highgrading is an environmental
concern because it may alter the composition of the stock by removing only the largest, cleanest crab.
Highgrading may be a problem in the rationalized fisheries.

Fishery Impacts on ESA species
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NMEFS has determined that the crab fisheries, as prosecuted under the FMP, do not adversely affect
any listed species or their critical habitat in the action area. A rationalization program will need to
be evaluated to determine if it changes the prosecution of the fisheries in such a way that adversely
affects listed species or critical habitat in the action area.

Manageability of fisheries

Derby-style fisheries are difficult to manage because of the many participants, especially when the
harvest amounts are small. Since the goal of most management measures 1s conservation, the
increased ability of managers to ensure compliance with harvest limits and other regulations has
conservation benefits. Seasons are short and it’s difficult to prevent the fleet from exceeding the
harvest level. Monitoring provides information to managers on the amount of catch and bycatch, and
the location of harvest. This information is vital for seiting the harvest levels, measuring the
effectiveness of bycatch reduction measures, and determining when each vessel has reached its quota.
Many inefficient management measures are put in place o limit effort that may no longer be
necessary under a rationalization program.

Data collection

Data collection is important for establishing the scientific foundation on which the fishery is
managed. Rationalization programs require extensive data collection to ensure compliance. " A
rationalization program will increase the need for sophisticated monitoring, catch accounting,
recordkeeping, reporting, and enforcement procedures.

Habiiat Impacts

The extent to which pot gearm:lpacts the benthic habitat is unknown. Any new management program
should not increase damage to habitat from pot gear, either single pots or longlined pots. Increased
damage may come from greater numbers of pots deployed or changes in location of the fishery.

Spillover effects on other fisheries - harvester side

If fishermen are allocated a portion of the crab harvest, this may free-up vessels to target other
fisheries, such as Pacific cod or crab in state waters. Spillover effects can be mitigated by sideboard
measures.

Stewardship

The NRC report discusses stewardship in terms of a fisherman’s increased incentives for conservation
motivated by the belief that a healthy resource will increase the value of each fisherman’s individual
quota. Public comment recommends that the Council require that good stewardship of the public’s
marine resources be a condition for continuing participation in the IFQ fisheries.

Abundance of stocks
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Crab stock abundance fluctuates with changes in environmental conditions. Crab stocks experience
cyclical abundance. Currently, many stocks are in periods of low abundance and NMFES has declared
three stocks overfished. When stocks are low, the problems of overcapacity are exasperated because
each harvester can only harvest a small percentage of a small harvest limit. Thus, many fishermen
cannot harvest enough crab in a season to cover the costs of fishing. Also, when stocks are low,
management difficulties increase and actual harvest often exceeds the pre-season harvest limit. Due
to these management problems, a minimum harvest level is established under which the fishery is
closed. Bycatch and handling mortality can negatively impact stock abundance when the stock is at
low abundance levels, delaying stock rebuilding.

Seasons

The State of Alaska specifies seasons according to FMP criteria. Seasons last until the guideline
harvest level has been reached. With small harvest levels and the race for fish, crab fishing seasons
are very short. Rationalization may result in longer seasons, which slow down the pace of the
fisheries and allow the fishermen to improve fishing methods, such as gear operation and sorting on
deck. With more time, fishermen would be able to soak pots on the bottom longer to allow the escape
mechanisms to work, which would reduce bycaitch. Also, with more time, fishermen would be able
to improve handling methods and reduce the mortality of all crabs brought on deck. Changes to the
length of fishing seasons would still be within the biological constraints of the FMP.

Pot limits

Pot limits restrict the number of pots deployed by-a vessel to limit harvest capacity. Pot limits also
help ensure that vessels do not exceed théir ability to manage the pots they set. Increased season
lengths and soak times may reduce. the need for pot limits designed to limit effort on the grounds and
reduce wasteful fishing practices resultmg from deploying more pots than could be retrieved during
a short fishing season. Relaxing pot limits may improve efficiencies for the fishing fleet. It may also
cause environmental consequences that will need to be evaluated.

2. Bycatch and its associated mortalities, and potential landing deadloss

Deadloss

Deadloss is the amount of dead crab landed at the dock. It is a direct result of the extended amount
of time a crab spends in the boat. Deadloss can be increased by having diseased or dead crab in the
tank with live crab. Currently deadloss is about I percent of all crab landed. Because rationalization
could change fishing practices, it is possible that the amount of deadloss increase or decrease as well.

Bycatch

Bycatch in the crab fisheries is predominantly female crab, small crab, and other species of crab not
targeted by the fishery. Crab bycatch can be up to two thirds of the total catch and all bycatch is
discarded, Its is estimated that 25% of discarded crab die from handling. This negatively effects
stock abundance.
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3. Excess harvesting and processing capacity, as well as low economic returns
Excess capacity in the crab harvesting sector.

Excess capacity in the harvest sector occurs if the harvest capacity of vessels participating in the crab
fisheries exceeds the amount of crab available to harvest. Crab abundance is cyclical and fishing
effort in the crab fisheries has increased during times of high abundance. This level of fishing
capacity is retained during periods of low abundance. Derby-style fisheries also encourages excess
harvest capacity as fishermen increase vessel capacity to catch more than the other fishermen, With
the current level of capacity and stock abundance, each vessel is harvesting a share of the resource
that is too small to be economically efficient. Vessels that might have left the fishery for economic
Teasons still participate because of the future prospects of a rationalization program and the associated
benefits of receiving quota.

Excess capacity in the processing sector.

Excess capacity in the processing sector occurs if processing capacity dedicated to crab exceeds the
amount of crab available to process. The current crab processing capacity is designed to process crab
quickly at the end of seasons when the entire fleet offloads its catch. A program that rationalizes the
harvesting sector would spread deliveries to processors over a longer time period. Processors could
then have excess processing capacity. The rationalization of the fishery could resuilt in a reduction
of processing capital utilized in the crab fisheries.

Derby fishery

Fishermen are compelied to race to-catch as much crab as possible before the season closes, resulting
in very short seasons when harvest levels are low. Racing to catch crab often leads to fishing in rough
weather and make other choices based on time efficiency, such as pulling pots as quickly as possible
limiting the ability of fishers to move to avoid congregations of female and small male crabs. In
response to the derby fishery, managers have implemented measures, such as pot limits and fair-start
measures, to control effort in the fisheries. These effort limits create inefficiencies in how the crab
are harvested.

Availability and quality of crab to consumers

Currently, crab is processed primarily at the end of the each season. The majority of the product is
processed into frozen crab legs. Lengthening the seasons would provide processors with more time
to process crab and potentially the ability to develop other products and provide live crab to the
market over a longer period.

Fair and equitable allocation of interests in the fisheries

Fairness and equity in eligibility to participate and allocation of interests in a fishery are important
to the management of public resources. Several factors could affect the faimess of a quota
distribution including breadth of the distribution and historical reliance. A broad distribution of
quota may better reflect reliance on the fishery. The Magnuson-Stevens Act states that any new [FQ
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program shall provide for a fair and equitable initial allocation of individual fishing quotas (§

7 303(d}5HC).
4, Lack of economic stability for harvesters, processors and coastal communities
Entry Opportunities

Entry into the harvesting and processing sectors can be affected by fishery management. The current
management program limits entry to those who meet certain participation criteria. Programs that
allocate shares in a fishery can either create entry opportunities or limit opportunities based on
several factors.

Excessive shares

Excessive share concerns in a fishery arise when interests are consolidated to the extent that persons
can influence the market for outputs, influence labor markets, influence opportunities for entry, or
capture a disproportionate share of the benefits of a fishery. Management structures can influence
excessive shares by limiting entry or permitting the consolidation of interests by a relatively few
number of participants. Excessive share provisions typically are intended to prevent excessive
consolidation and vertical integration of seafood industry. The Magnuson-Stevens Act states that any

new IFQ program shall prevent any person from acquiring an excessive share of the quotas issued (§
303(dX5)(C)).

Competition
Competition can be used to facilitate efficiency. and ensure a reasonable return on investment to
skippers and crews and the harvesting and processing sectors. Competition is important for fair price
negotiations between harvesters and processors.  Competition can also affect the distribution of
activity and the benefits of the fisheries among communities. Management can influence the market
power of these different interests to ensure a fair distribution of the resource rents. Vessel owners
are concerned that the Council may recommend arationalization program that ¢liminates competition
and thus disadvantages harvesters in negotiating price with processors.

Skipper/crew concerns

Changes in management can affect the interests of skippers and crew in a fishery. Skipper and crew
shares, which are the percentage of the vessel earnings paid to skippers and crew, can be affected by
management. A quota system that allocates quota to vessel owners only, without any provisions te
allocate or provide assistance for the purchase of quota share would create a barrier to entry by
skippers and crew. Also, as the number of vessels participating in the fisheries decreases, skippers
and crew will loose their jobs.

Community stability

Many communities are home to crab processors and barvesting vessels. With a change in
management (and consequent consolidation) may come decreases in the numbers of vessels and
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processing facilities in the crab fisheries. Communities are concemed that, under rationalization,
processors may leave the local area. In addition, communities could be affected by changes in the
regional distribution of harvest vessels. On the other hand, a rationalization program could provide
economic stability to communities that are home to the remaining vessels and processors. Public
comment recommends that a rationalization program promote healthy community fishing economies,

maintain diverse independent fishing fleets, and recognize historic regional fishing and processing
patterns.

Spillover effects on other fisheries - processor side

Changes in the processing sector under crab rationalization could have influences on other fisheries.
Processors that are successful in a rationalized crab fishery could use resources developed in the crab
fisheries to expand activities in other fisheries. In addition, consolidation of crab processing could
lead to the exit of processors from other fisheries, as well as the crab fisheries. If processors that
process crab as well as other species close facilities, fishermen that target other species, such as
Pacific halibut and Pacific cod, may be left with fewer processors to which to deliver their harvests.
Any decline in competition among processors could affect the ex vessel price realized for harvests
and could increase delivery costs for harvesters.

Efficiency in the fishery

Management of a fishery can affect the effictency of the harvest and processing sectors. If the
incentive structure of the fishery promotes cost minimizing production, benefits can be realized by
both participants and consumers. The change to-a rationalized fishery could improve efficiency in
the fishery.

5. High levels of occupational loss of life and injury
Safety

Safety is an important concern for the crab fiskeries because of when the fisheries occur, primarily
in the winter, and the fact that crab vessels haul and transport pot gear. Between 1990 and 2001, 61
fatalities occurred and 25 vessels were lost in the BSAI crab fisheries. Current management creates
incentives for fishers to risk vessels and lives to fish when the season is open because harvests are
maximized by maximizing time spent fishing. In cases of very short seasons, harvest opportunity is
forgone completely if a vessel does not fish when the season opens. Changes in management in a
rationalized fishery could reduce incentives to fish in dangerous weather.

Alternatives

NEPA Guidance: The content and scope of the discussion of aiternatives should depend on the nature of the
proposed action. The evaluation of alternatives is governed by the rule of reason that requires a
Draft EIS to consider a range of elternatives that could accomplish the proposed action’s purpose
and need. The court has stated that the content and scope of the discussion of alternarives should
depend upon the nature of the proposed action (NRDC v. Callaway). In general, if the statement of
purpose and need has been clear and concise and all of the alternatives satisfy the purpose and
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need, then the courts will uphold the alternatives discussion in the EIS. The number of alternatives

within the reasonable range is directly related to the statement of purpose and need. (Bass et al.
2001, The Shipley Group 1998}

The proposed action is a rationalization program. The Council has developed alternative rationalization
programs, with numerous elements and option, during an extensive public process over the course of eight
Council meetings, six ad-hoc industry meetings, and four Council CrabRationalization Committee meetings.
The aliernative rationalization programs are fully described in the Council’s Initial Review Draft for the
Bering Sea Crab Rationalization Program Alternatives. This report will be a appendix to the EIS. The
Council has also received a report on the results of scoping for this EIS, which provided public comments
on FMP alternatives. The Council plans on choosing its preferred rationalization program alternative in June
2002.

The decision before the Council now is how to construct altematives for the EIS. Decisions on the exact
content of alternatives may be made in June, when the Council chooses its preferred alternative. The CEQ
regulations explain that the discussion of alternatives should present the environmental impacts of the
proposed action and the alternatives to the proposed action in comparative form, thus sharply defining the
issues and providing a clear basis for choice among options by the decision maker and the public (40 CFR
1502.14). The CEQ regulation require an EIS to consider three types of alternatives, a no action alterative,
alternatives describing other reasonable courses of action, and an alternative that advances mitigation efforls
to the proposed action (40 CFR 1508.25(b)).

The no action alternative is status quo FMP. The preferred alternative in the EIS will be the rationalization
program the Council identifies as its preferred alternative. . The Council will select a preferred alternative
from the range of alternatives, elements, and options presented in the Council’s analysis for alternative
rationalization programs. When the Council chooses its preferred alterative, it may want to put forward
other alternatives. )

At this stage the range of alternatives for Couneil consideration is as follows:
Alternative 1 - Statns Quo FMP

Alternative 2 - Rationalization FMP

Alternative 3 - no fishing FMP

One outstanding issve is whether or not a specific ‘mitigation measures’ alternative is necessary. NOAA-GC
has interpreted the CEQ regulations as requiring a separate mitigation alternative (Letter from Craig
O’ Connor, December 11,2001, page 7). The letter states that without a discussion of a mitigation measures
alternative, neither the agency nor other interested groups and individuals can properly evaluate the severity
of the adverse effects. Another point of view is that all management alternatives mitigate unregulated
fishing. So the proposed action wounld be a mitigation measures alternative to status quo and unregulated
fishing.

If the decision is made that a mitigation measures alternative is good idea, we proposes 2 ‘no fishing’
alternative as the mitigation altemative, because the environmental effects, most likely, will be from the
prosecution of fisheries. A ‘no fishing” alternative will allow the EIS to properly evaluate the magnitude
of the effects on the human environment caused by the proposed action and no action alternatives. The
Council may also choose another mitigation alternative that would mitigate the effects of the crab fisherzes,

Crab EIS preliminary materials April 2002
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such as a rationalization program with additional environmental mitigation components, such as 100%
observer coverage.

One unusual aspect of this EIS is that Congress may define the rationalization program, and that program
may not mirror the any of aliemnatives recommended by the Council. At this stage, we think that once
Congress takes action, NMFS, the Council, and ADF&G will need to assess the situation and determine the
best way to proceed.

Cooperating Agencies and Tribal Governments

ADF&G and the U.S. Coast Guard have agreed to participate in the preparation of the EIS as cooperating
agencies. ADF&G is also preparing sections of the EIS, as discussed below. On November 1, 2001, NMES
mailed a letter to 113 Alaska tribal governments, providing information about the EIS and soliciting input
from interested parties. As of the date of this report, no meetings have been scheduled and no
correspondence has been received from any of the tribal governments.

Preparation of the EIS

A steering committee was created for the EIS. The steering committee consists of Jim Balsiger, NMFS;
Chris Oliver, Council staff; Kevin Duffy, ADF&G; Robert Otto, NMFS-Alaska Fisheries Science Center
(AFCS); Tom Meyer, NOAA-GC; Ramona Schreiber, NOAA; and Tamra Faris, NMFS. The Steering
Committee's charge is to ensure the scope of analysis adequately spans the action being taken and to
coordinate staff tasking among the vanous government ageucws dnd departments.

We have determined that the best way.to orgamze the preparatlon of tbls analysis is to convene an analytical
team comprised of NMFS staff, Council-staff, and ADF&G staff, supplemented by contracts for the
environmental justice and cumulative impact a.nalyses We have established staff assignments for the
preparation of this analysis and confirmed the staff assignments with ADF&G, the Council, and the AFSC.
The analytical team consists of Gretchen Harrington, NMFS; Robert Otto, Brad Stevens, AFSC Kodiak Lab;
Herman Savikko, Wayne Donaldson, Forrest Bowers, ADF&G; Mark Fina, Council; and Jessica Gharrett,
NMFS-RAM, We have contracted with URS Corporation for the curnulative impacts analysis; URS will
revise these sections in respomse (o public comments between draft and final EIS, and edit the entire
document for internal consistency. We have alsoestablished deadlines for completing each section to ensure
timely completion of the EIS.

The first analytical team meeting was in November 2001, At this meeting, the team developed an analytical
framework for identifying the affected environment and reviewed the FMP issues that arise from
rationalization. Potential modifications to the FMP and to State regulations were also identified. These
issues are reflected in the draft outline. The next analytical team meeting will be April 15 to review the
Council's range of alternatives and determine significance criteria for the direct, indirect, and cumulative
effects assessments.

Organizational Structure of the EIS

The CEQ regulations that implement NEPA reconunend a format for organizing an EIS (40 CFR 1502.10).
Federal agencies are given the flexibility to modify the standard format to encourage good analysis and

Crab EIS preliminary materials April 2002
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provide for a clear presentation of the alternatives including the proposed action. A draft outline has been
prepared for this EIS that encompasses all of the required elements for an EIS, but organizes the presentation
of information, alternatives, and issues in a way that best meets the needs of this project. The draft cutline
is a work in progress and many sections and subsections are likely to change, be moved, or be added as the
analysts prepare the draft EIS.

The draft outline also includes deadlines for completing sections. Some sections will be completed before
others so that the document will be coherent. Also, some sections are not possible to complete until after
the Council has chosen a preferred alternative. The proposed deadlines assume that the Council will choose
a preferred altermative in June. With this schedule, a draft of the first three chapters must be finished by
June, so that 2 draft of chapter 4 can be completed by August. The Council would then initially review the
draft, perhaps in October, and decided to send the draft out for public review. Also, if Congress has not
provided statutory authority before October, NMFS will consult with the Council on whether to release the
draft for public review or wait for Congressional action before releasing the draft to the public. NMFS
would then file the draft EIS with EPA and distribute it for public review. Public comment received by
NMEFS on the draft EIS would be summarized and responded to, to the extent possible, prior to the February
2003 Council meeting. This way, the Council would have the draft EIS and public comments when it takes
final action to recommend a rationalization program. Any delays in Council or Congressional action will
lengthen the time for preparation of the draft EIS. Alternatively, Congress may decide to enact the
rationalization program as a statute, similar to their action for the AFA or the crab vessel buyback program.
In this case, an EIS would still be required. '

Draft Outline and Deadlines

Notes: 1) Due dates assume the Council will recommend -a preferred alternative in June 2002 and that
Congress will make the required statutory chaunges necessary for the Council to take final action on 2
rationalization program in Febiruary 2003. Following this schedule, a draft EIS will be ready for initial
Council review in October 2002. 2) This outline may change as the EIS is written and in response to Council
input and public comments.

Section Due Date
Chapter 1 Purpose and Need for Action June 2002
1.1 Introduction
1.2 Action Area
1.3 Purpose and Need for Action
14 Public participation
1.4.1 Notice of Intent and Scoping
1.4.2 Public participation in development of rationalization
1.5 Coordination with other agencies
16 Issues to be addressed in the EIS
1.7 Related NEPA Documents
1.8 Relationship of this action to other federal laws and action

Chapter 2 Alternatives
21 Developrent of the Alternatives June 2002
2.1.1 How the alternatives are constructed

Crab EIS preliminary materials April 2002
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2.2.2  Key policy issues and decision points in the development of the alternatives
2.2.3 NMFS and Council development of Alternatives

2.2 Alternative 1: Status Quo - FMP April 2002
2.2.1 Category 1 - Federal management measures fixed by the FMP
2.2.2 Category 2 - frarnework moanagement measures (What is in the FMP, what is in the Srate regs,
and why)
2.2.3 Category 3 - management measures deferred to State
23 Altemative 2: 77272277771 June 2002
2.3.1 Description of alternative
2.3.2  Description of potential changes to FMP measures resulting from IFQ (These are changes ro
FMP text required to implement the rationalization program)
24 Alternative 3: 2777777777
24.1 Description of alternative
242 Description of potential changes to FMP measures resulting from IFQ (These are changes to
FMP text reguired to implement the rationalization program)
24 Alternative 3: No Fishing® June 2002
25 Comparison of the alternatives June 2002
2.6 Alternatives considered and rejected® June 20602
261 7MMMN?
262 MNM7N?
263 MM
264 MMM
26.5 17171
27 Impact Assessment Methodology
Chapter 3 Affected Environment _ - - .
3.1  BSAIEcosystem ) - April 2002
32 Crab Life History Approach (physical and biological environment) April 2002
3.2.1 Larval stage
3.2.2 Settlement stage
3.2.3 Juvenile stage
324 Adult stage
3.2.5 Spawning stage
33 Other Biological Resources April 2002
3.3.1 Benthic species caught as bycatch in the crab fishery
3.3.2 Benthic species impacted by pot gear
3.3.3 Marine mammals
3.3.4 Seabird
3.3.5 [ESA listed species present int action area
1Details of this alternative recommended by the Council.
%This is the defanit alternative for purposes of constructing the outline. The alternatives will be determined
through public participation in the scoping process and input from the Council.
*These are also for discussion purposes and may change in response to public and Council input.
Crab EIS preliminary materials April 2002
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3.3.6 Environment in vicinity of crab processors

7~ 34  Features of the human environment April 2002
3.4.1 History of the BSAI crab fishery (This section can be summarized from the ADF&G AMR)
3.4.2 History of BSAI crab management

3.4.3
3.44
3.4.5
3.4.6
347

Profile/Description of the BSAI crab industry
Affected communities

CDQ groups

Other Fisheries in the BSAI

Other human activity

Chapter 4 Environmental and Economic Consequences of the Altematives
4.1 Anticipated changes to BSAI crab fishing patterns resulting from the alternatives July 2002

4.1.1
4.1.2
4.1.3
414
415
4.1.6

(This section can be largely summarized from the Council’s economic analysis)
Scenario 1: Status quo fishery (Alternative 1-No action)

Scenario 2: 77277777

Scepario 3: 77777777

Projected changes to fleet composition (vessels, skippers, crew)
Projected changes to processing practices (shore-based, floaters, CPs)
Projected changes to State management of BSAI crab fisheries

4.1.6.1 Fishing Seasons

4.1.6.2 Pot limits

4.1.6.3 Guideline Harvest Levels

4.1.6.4 In-season adjiistments

4.1.6.5 Closed Waters

P 4.1.6.6 Reporting Requirements
4.1.6.7 Bycatch Limits '
4.1.6.8 Other Measures
4.1.7 Projected change to Federal management of BSAI crab fisheries
4.1.8 Projected changes to other State and Federal fisheries *
4.1.9 Summary of expected changes in BSAI crab fishery
42 Predicted effects of the alternatives on the life history stages of crab August 2002
42.1 Effects of the alternatives on larval life stage
4.2.2 Efiects of the alternatives on settlement stage
423 Effects of the alternatives on juvenile stage
424 Effects of the alternatives on adult stage
4.2.5 Effects of the alternatives on spawning stage
4.2.6 Cumulative Effects on crab life history
43 Predicted effects of the alternatives on other biological resources August 2002
4.3.1 Effects of the alternatives on benthic species caught as bycatch in the crab fisheries
432 Effects of the alternatives on benthic species impacted by pot gear
4.3.3 Effects of the alternatives on marine mammals (non-E£SA)
4.3.4 Effects of the alternatives on seabirds (non-ESA)
*Federal groundfish fisheries, jointly managed scallop fishery, and State managed snail, GOA crab,
Pacific cod, and hair crab fisheries.
7 Crab EIS preliminary materials April 2002
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4.3.5 Effects of the alteratives on ESA listed species present in action area
43,6 Effects of crab processing on water quality and substrate

4.37 Other environmental consequences

438 Commutative effects on other biological resources

4.4 Essential Fish Habitat assessment August 2002
4.5  Predicted effects of the alternatives on the BSAT Ecosystem August 2002
4.6 Econcmic and socioeconomic effects of the alternatives (This section can be largely summarized from

the Council’s economic analysis) Augnst 2002

4.6.1 Crab allocations and eligible participants
4.6.2 Economic structure under FMP - status quo
4.6.3 Economic structure under ??7?77?
464 Economic structure under 7777777
4,65 Effects of the alternatives on management and enforcement’
4.6.5 Effects of the alternatives on communities
4,677 Effects of alternatives on other State and Federal Fishenes
4.6.8 Effects of alternatives on CDQ groups
4.6.8 Commutative economic effects
47 Regulatory Impact Review (RIR) July 2002
4.7.1 Introduction
472 Benefit-Cost Analysis
473 Distributional impacts
4.7.4 Evaluation of significance
48  Initial Regulatory Flexibility Analysis (IRFA) July 2002
4.8.1 Statement of Problem
482 Objective Statement of Proposed Actlon and its Legal Bas1s
4.8.3 Description of each Action” -~
484 Reasoning for, and focus of, an IRFA
4.8.5 Requirement to prepare an IRFA
4.8.6 What is a Small Entity?
4.8.7 Description of Fleet, Fishery, & Industry Directly and Reasonably Indirectly Irnpacted by
Proposed Action
4.8.8 Discussion of the potential negative effects of alternatives on small entities
4.8.9 Mitigation of negative impacts
48.10 Recordkeeping and reporting requirements
4.8.11 Summary and conclusions

4.9  Environmental Justice Considerations August 2002
4.10  Energy Requirements and Conservation Potential of Alternatives July 2002
4,11  Cumulative Effects Assessment August 2002
4.12  Summary and Conclusions August 2002
Chapter 5: List of Preparers July 2002

5.1 EIS Steering Committee

> Includes full discussion of recordkeeping, reporting, and catch accounting requirements of proposed
programs.

Crab EIS preliminary materials April 2002
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52 Project leaders

53 Contributors

54 Consultant contributors
Chapter 6: List of Agencies, organizations, and persons to whom copies of the statement are sent
Chapter 7: Literature cited

Appendix 1: Council Analysis of BSAI Crab Rationalization Program Alternatives - Report to Congress
Appendix 2: Scoping process documentation (NOIL, meeting records, summary of comments, issues
identified for analysis)
Appendix 3: History of FMP (previous FMPs, approval dates, NEPA analysis,
list of FMP amendments, list of regulatory actions)
Appendix 4: State crab regulations

Related NEPA Documents

This EIS is a standalone NEPA document that does not tier of any previous EISs because this is the first EIS
prepared for the BSAI crab FMP. An environmental assessment/regulatory impact review (EA/RIR) was
prepared for the current FMP in 1988. Environmental Assessments have been prepared for each of the
subsequent 15 amendments to the FMP, including revising the FMP in 1998. These EAs will be incorporated
into the EIS to fully explain status quo and the analyze the cumulative effects of status quo on the human
environment. '

This EIS will incorporate by reference information from other EISs produced by the NMES Alaska Region,
were applicable. For example, the Draft Programmatic Supplemental EIS for the groundfish FMPs provides
a detailed discussion of the Bering Sea and Alentian Istands physical environment and ecosystem; life
history, habitat, and stock status of groundfish species; seabird Jife history, population biology, and foraging
ecology; and marine mammal life history, population biology, and foraging ecology (NMFS 2001). Most
likely, these sections will be surmmmarized and incorporated by reference into the Chapter 3, Affected
Environment.

Crab EIS preliminary materials April 2002
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Alaska Crab Coalition
3901 Leary Way N.W_, Suite #6

Seattle, Washington 98107
206.547.7560
Fax 206.547.0130

C- SN.COMmM
DATE: March 18, 2002 ' Reference: RC 16
TO: Ed Dersham, Chairman Total pages: 5

Alaska Board of Fisheries

FROM:  Armi Thomson, Executive Director %
RE: COMMENT ON COMMITTEE A, PROPOSAL 425

CLARIFICATION ON ACC PUBLIC COMMENTS, RC 16,
INCLUDING RAY HILBORN’S COMMENTS ON OPILIO HARVEST
STRATEGY, APRIL 2, 2000

Following the Board of Fisheries approvat of the Opilio Harvest Strategy in March of
2000, the ACC contracted Dr. Ray Hilborn to conduct a hasty review of the Magnuson —-
Stevens overfishing definition and the opilio harvest sirategy and to make a presentation
to the NPFMC Scientific and Statistical Committee for the April 10, 2000 NPFMC
meeting.

MAGNUSON-STEVENS ACT OVERFISHING DEFINITION:

Mr. Hilborn's comments were attached to ACC’s original comments on proposals,
primarily to illustrate that most of the complexities and controversy surrounding the
opilio harvest strategy are derived from the Magnuson-Stevens Act overfishing definition

and the mandates and guidelines that agencies must adhere to in order to rebuild fisheries.

The overfishing formula was developed primarily for finfish, and it is ill-suited as a
guideline for management of king and tanner crabs. Mr. Hilbom notes some key
differences between finfish harvest strategies and shellfish harvest strategies. Finfish
fisheries are generally not sex selective, whereas king, tanner and dungeness crab
fisheries are selective to males only. He notes in the opilio crab fishery, that it is specific
to large male crabs and it has no effective fishing mortality on females. Following Mr.
Hilborn's presentation, the NPFMC Scientific and Statistical Committee concurred with
Mr. Hilborn on the associated problems with the overfishing definition and its lack of
relevance to the opilio fishery and other fisheries. They also expressed concern that “the
perception will be created that NPFMC and Board of Fisheries management practices led
to the decline of certain NPFMC populations because NMFS determined they were
“overfished”, even though fishing had no demonstrable effect,...” (PNCIAC Minutes
October 1, 2000, Advisory Committee #1).

AGENDA C-5
APRIL 2002
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Although Mr. Hilbom’s comments about the overfishing definition were accurate, he
made a number of factual errors in his specific comments about the 2000, opilio harvest
strategy. Doug Pengilly, ADF&G, Kodiak filed comments with the NPFMC on Mr.
Hilborns’s comments, dated April 8, 2000 that are attached to this memorandum, that
rebutted Mr. Hilborne.

REVISED HARVEST STRATEGY CHANGES:

ADF&G’s revised 2002 opilio harvest strategy, which is a framewaork harvest strategy,
now atlows for adjusting thresholds and exploitation rates. The exploitation rate for new
shell >4 inch males has been increased to 58%, and the 25% cap on the exploitation rate
for old shell crabs has been removed. The new strategy has allowance for a variable
harvest rate that can be adjusted as the fishery selectivity changes and it will enable a
larger harvest of old shell crabs. In addition, ADF&G has now proposed to reduce the
minimum threshold for a fishery opening from 25 million pounds, to 15 million pounds,
provided the pot limits are reduced. Exploitation rate adjustments can be accomplished
without further regulatory approval of the Board of Fisheries and the NPEMC. These are
significant improvements over the 2000 harvest strategy.

PACIFIC NORTHWEST CRAB INDUSTRY ADVISORY COMMITTEE (PNCIAC):
Industry concerns and recommendations regarding the problems associated with the
NMFS overfishing definition as it mandated a conservative harvest strategy have been a
primary focus of the PNCIAC, under the chairmanship of Garry Loncon, since March 1,
2000. These concems, including a recommendation to revise the old shell harvest rate,
are summarized and restated in the PNCIAC minutes of October 1, 2000, (Advisory
Committee Comments #1 for this meeting).

RECOMMENDATIONS:

e ADF&G has informed the ACC that the Crab Plan Team will soon be initiating &
review of the current FMP “overfishing” and “overfished” threshold definitions for
the BS/AI King and Tanner crab stocks. The ACC recommends the CPT initiate this
review in the spring and summer of 2002.

e The NMFS at some point when the controversy over the overfishing definition
became widespread in 2000, agreed to convene regional workshops to solicit further
public input on possibie modifications to the Magnuson-Stevens overfishing
definition. That series of workshops never took place, however, the ACC strongly
encourages the NMFS to initiate a series of workshops to coincide with the
MSFCMA congressional amendment process to review the overfishing definition.

c¢: James Balsiger, Regional Director, NMFS, AK Region
Chris Oliver, Executive Director, NPFMC

P
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Comments on: “Comments on ... ‘A rebuilding plan for the Bering Sea C.
opilio stock’, Dr. R, Hilborn, 2 April 2000”

Prepared by:
Douglas Pengilly
ADF&G, Kodiak
8 April 2000

Dr. Hilborn argues that fishery management guidelines established for finfish
fisheries may not be optimum in application to crab fisheries. That argument
may have merit because, unlike finfish fisheries, females are not typically
harvested in crab fisheries and minimum size limits are established for male
crabs that are typically greater than their size-at-maturity. In particular, Tanner
crabs are also distinguished from finfish by such characteristics as skip sperm
storage by females and (or possibly terminal) moiting.

On the other hand, Ds. Hilbom’s comments and conclusions on the eastern
Bering Sea opilio fishery and the current status of the opilio stock are based
either on errors or without any substantiating information at all. Additionally, Dr.
Hilborn misrepresents the “word and intent” of the Magnuson-Stevens Fishery
Conservation and Management Act (MSA) relative to preventing overfishing and
achieving optimum vyield.

I've divided my comments on Dr. Hilborn's comments into “Errors” and
“Unsubstantiated Commentis”, below.

Errors:

Sex-ratio graph (page 2)

e Graph on sex ratio is based on misreading of NMFS AFSC Processed Report
2000-01 Table 5 (“large” and “very large” males are mistakenily added
together), so the ratios are wrong.

e |nterpretation problems remain even if Table 5 had been read correctly:

e Effects of survey catchability by size and geographic distribution?
e Look at ratio based on maturity status rather than size? Gives a different
picture than ratios based on size.

e Should shell age be factored in? What would be the most meaningful
ratio?




“Any overfishing definition based on sex ratio would assure that the long term
ability of the stock to produce MSY would not be hindered” (page 4)

s Stock size should always remain at least part of the consideration of a crab
stock’s status relative to the risks of fishing {even if the hypothesized
minimum sex ratic can be established).

“The word of the law (i.e., the MSA ) and the intent is to manage fisheries to

produce MSY” (page 5)

e Statement is absolutely and unambiguously faise.

s The “word of the law” (National Standard 1 of the MSA, Section 301) is:
“Conservation and management measures shalfl prevent
overfishing while achieving, on a continuing basis, the optimum
yield from each fishery for the United States fishing Industry” (boid
italics mine).

e “optimum yield” is defined in the MSA to be less than MSY
“The term ‘optimum,’ with respect to the yield from a fishery, means
the amount of fish which... is prescribed as such on the basis of
maximum sustainable yield from the fishery, as reduced by any
relevant economic, social, or ecological factors.” (Section 104-
297 28; bold italics mine) -

e This misunderstanding carries into statements on page 2 (second paragraph)
and page 3 (ast paragraph in sectiop headed “Analysis”), which erroneously
assume that the goals of a harvest strategy under the MSA is to maximize
yield.

Unsubstantiated statements:

=__ fertilization has not been affected by directed fishing on males..(page 2)°
» This is a conjecture, based on no data, and is presented as fact.
s Conjecture is hypothesized from misreading of sex-ratio information
(above)

“...quite simply there is no impact from the fishery on the long term yield of

opilio” (page 2; bold are Hilborn's).

¢ Statement is based upon nothing more than the above unsubstantiated
statement.

“To maximize the biological yield from this stock, you would simply maximize the

yield-per-recruit of males, which is done by the size limit combined with a 58%

exploitation rate" (Page 2)

e s this statement based on a review of the work and assumptions leading to
the 58% exploitation rate and the 4-inch industry minimum size?

| %



“Nothing in the current status of this fishery suggests that the fishery has affected

the capacity of the fishery to produce MSY" (page 3).

¢ Statement is apparently based on no information other than the (earlier noted)
misreading of a table in a stock status report. Dr. Hilborn has not
demonstrated that he possesses the familiarity with this stock to justify
making such a statement.

“The vield in this fishery is being driven by environmental factors affecting
recruitment” (Page 3). _
+ Which factors and how?

“Clearly...the fishery has not ‘ieopardized the capacity of a fishery to produce

maximum susiainable yield on a continuing basis” (Page 4) \

¢ [f the data to back up this statement was available it should have been
provided (and the arm-waving use of “clearly” would not be necessary here).
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RECEIVE]
MARL-l's_ 2002

Dear Chairman Begton:

N.P.FM.C

My name is Maria Painter. 1live in Kodiak Alaska. ]am 50% owner in a Bering Sea
crab boal. Alaska fisheries are my families’ single source of income. Iam wtiting you
this letter because I need your help.

Foreign owned canneries will soon own most of the Alaska fisheries in federal waters;
and the small entities (our crab boat operations), are rapidly become a thing of the past.

The foreign owned canneries have accumulated their own fleet of fishing vessels.
They can catch the crab quotas on thir own. They have no need to be corapetitive with
price, if the small entities decline a price; the canneries fish it themselves, It leaves the
¢rab boat owners with no negotiating power and little hope for the future.

The American Fisheries Act is another thomn. Because of the AFA most of the Bering
sea canneries have caps on the amount of crab they can buy per season; but there are &
few cannevies that have unlimited purchasing rights. With this arrangement, the
canneries “with unlimited purchase power set the price how they see fit.

Is this an Ant-Trust issue?

Is this a form of price fixing?
What can we do?

Unless these problems are addressed, the small entities that are dependent on the crab
fisheries will be destroyed.

The solution: No cannery owned (ishing vessels
No caps on canneries

Please help us!

Your response would be greatly appreciated.

Rcspccttully,
EJQ

Man E. Painter
PO.Box 3137

Kodiuk, AK 99615
907-486-2639

- Iy
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Rick Turvey, Owner/Skipper ' @@Z}P
P.0Q. Box 161 '
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* March 21, 2002 e Aep

Senator Ted Stevens
Washington, D.C.

Dear Sepator Stevens,

The purpose of this letter is to express concem regarding the crab rationalization proposal
at the North Pacific Fishery Management Council and in Washington, D.C., to igsue processor
shares that would guarantee processors a delivery; processor shares that would reguire a match
with most or all of a fisherman's IFQ.

Processor shares do not make sense if the goal is to provide a competitive market for the
independent harvesters, the commercial fishermen. If processors ar¢ given a delivery guarantee,
without competition, it will be like going back before statehood, when the processors from
Seattle controlled the seafood industry and Alaskan residents couldn’t find jobs in the fishing
industry. Senator, this is our Jivelihood we are talking about, our ability to suppon our families
and our communities. Processor shares will rob us of this ability. The ex-vessel price for fish
will go down, as the processors will have NO incentive to be competitive if they are guaranteed
product, Without a competitive price to fishermen, crewmembers and communities will suffer.

Senator, please consider that most crab processors who want guaranteed deliveries are
part of the American Fisheries Act (AFA) program and highly diversified, with little or no
dependence on crab, while most crabbers have no other real source of fisheries income. In
addition, most crabbers are losing money fishing, but the processors are still making their
margin. The benefits from the crab fishery are now being retained by the processors. This is not
equitable and if the goal of this proposal is to try to maintain the stats quo in pricing, the resuit
will be that the independent vessel owners go under,

I would like to close with one final point: [ don't believe this will be limited to the crab
fishery. If the processors have delivery guarantees in one fishery, they will want them in
everything, including salmon. That will be the end of Alaska’s independent fishermen. Thank
you for your time and consideration.

Sincerely,

: '-’ A / W
Rick Turvey

Cc:  Senator Frank Murkowski
Senate Commerce Fisheries Subcommittee
House Fisheries Subcommittee
Dave Benton, Chair NPFMC
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March 19, 2002 - 2002
NPFMC

Dear NPFMC Board members,

1 am writing to you to express my opinions on the CRP Crab. I’m 44 years old and have
been fishing out of Sand Point since I was 10 years old. My father was bormn and raised
just outside of Sand Point in Unga, [ live in Sand Point now but do not spend much time
there. Fishing is all I've done. In 1977 I graduated from high school and went right te the
Bering Sea crab fishing. Idid crab with my father before that between Salmon and
school. For the last 14 years I’ve operated two boats, the F/V Bering Star from 1988-
1994 and from 1994 until now the F/V Ocean Fury. Although I'm in good standings with
the owners of the Ocean Fury it does not guarantee my future with them. If (CRP) goes
the way the AFA boats went, then a lot of us skippers including myself will be looking
for other professions. We need to be protected. I am a member of the S.E.A. and would
like to see their proposals enacted to insure my longevity in the fishing industry. I've
talked to a lot of people who are following this pretty close, and many things do not
sound good. Quotas being piled up on top of each other. The corporations with the most
money will win big time. I have hope the processors will not succeed they will get the
crab either way. They just want to insure a very high profit range for themselves with
little negotiating power from the fleet. I hope you can sort it out. Most things do not come
out fair for the little guys. I guess we can always hope though. There are a lot of long
time skippers (prior deck hands) in my position right now. I have a great safety record,
probably because I came from the deck. I care about the people that work for me. I spent
enough years on deck myself. A lot of the people I worked for did not care, I've seen the
results. Some of the injuries can’t be helped no matter what you do. Shit happens, Most
injuries can be prevented. It comes from experience and when to say we are going to jog
boys. I have a certain values in this fishery now, my ability to catch crab and keep my
crew safe. That will be all out the window for the most part if my fellow skippers and me
are left out. I’ve spent a lot of time in the Bering Sea to get where I am at, and there have
been sacrifices. Mainly being away from family and little life outside of fishing. I have
no regrets. I'm asking you to not drop us from the equation. Let us have a piece of the
pie. I would testify in person but finances prohibit me. I’ll let S.E.A. speak for me.

Sincerely,

MéZﬂ/\

Alan A, Lauritzen



ROBERT TRUMBLE
.7V DENALI

p_lo_Box e
King Cove,Ak. 99612 Phone (307) 497-2392 Fax (907) 497-3118

March 27, 2002 ﬁ @@@ﬁ“ﬁ@

Mr. David Benton “WIS
North Pacific Fishery Management Council May . .

605 West 4th Avenue, Ste.306 L
Anchorage, Ak. 99501-2252

Dear Mr. Benton

This letter is pertaining to the options for distributing Bairdi quota shares to
caicher boats in the BSAI crab rationalization plan. I have been involved in the BSAI ¢crab
fishenes since 1977. | personally worked on crab decks for 11 years prior to operating
the Denali in 1988. In 1991 | joined a partnership in the boat. We targeted Bairdi while
most of the fleet went after Opilio. We have already given up a lot of our Opilio catch
history by targeting Bairdi during those qualifying years, and now there is a chance we
will be sharing our Bairdij catch histories with the rest of the fleet. Where is the fairness in
this option? ™

As [ understand this rationalization, catch histories are what determines who goes
where, so lets stick with the issues at hand here and allocate quota shares to boats who
created those catch histories, only.

In the preliminary rationalization draft, in NMFMC own words ; It is a time to
stem the flow of additional unneeded vessels into the fisheries, to address existing and
emerging problems resulting from an overcapitalized fishery.

I am all for rationalizing this fishery, I've wrote to you on previous occasion
stating the fact. [ am also all for the quota share program and the fact that catch histories
are the avenue of choice, so let the catch histories speak for themselves and qualify those
who belong.

Sec.1.4.2.3. Bairdi (EBS tanner crab ),

Option 3; Based on a 50/50 combination of Bristol Bay red king crab and opilio
harvests.

.......... Doesn’t take into consideration the catch histories that were made during
the qualifying year options.

............ Gives Bairdi allocations to vessels without much if eny Bairdi catch history.

.......... Bases allocations on a much broader base than needed.

Thank you for taking time to read and consider this letter.

Sincerely

ot T a

BoBERT T Rum BCE
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ECEIVE

t Dazvid Hillstrand
o Box 1500
| Homer, AK 99603 MAR Z 2 2002
North Pacific Fisheries Management Council. ) NPEMC
ltem: C-5 .

Of all the issues concerning rationalization of the Crab fisheries, the Qualifying period is
our highest concern; the second would be job losses from wansferability.

The NPFMC has been progressing along with 2 process, this process is to create a stable
fisheries.

a. The first was the Moratorium on vessels entering the fishery. 1988-1992

b. The second was the LLP endorsememts from 1992-1995

c. The rhird was the recency requirement on one landing from 1995-1997

We encourage the Coumcil 10 use the most current years. With all years considered
protecting those dependent upon the fishery.
nilio
Option 4. 1996 — 2000 (5 seasons)
(a) Best 4 seasons

Bristol Bay Red King crab

o Option 3. 1996 —2000 (5 seasons)

(a.) Best of 4 seasons

Baridi
Option 1. 1992-1996 (5 seasons)
(a) Best 4 seasons
We would consider the oprion of ones percentage of Opilio, and Bristol Bay Red King
crab to determine ones Baridi catch.

St. Matthews

Option 2, 1994-1998
() Drop one season

Pribilofs Red & Blue

Option 2. 1594-1998
(2) Drop one season
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We encourage the biological split in the Quota between the Red and Blue crab.

a We recommend that the Red and Blue catch be determined off of ones
overall catch of the quota. Than that percentage applied to the population
estimate of each spacies.

b. Historically the carch was mostly biue crab; between 2-6 million pounds.
With 11 million being the highest

¢. Current catches which will determine a catch history are mostly split
between the species, with some years being better for reds and others blue.

d. If ones catch history for the last six years of the fishery; 1993-1998 was
mostly Red king crab, their catch of the overall harvest when the fisheries
changes back 1o a Blue king crab harvest would be ponexistent. The same
could be true if' the red king crab biomass continues to grow as well.

e. By allowing ones oversll carch to determine their history the ADFG can
determine the percentage of the population estimate of cach species each
year and apply the percentage for each species. This will reduce bycatch
as well.

f This will not cause hardship or a loss to a fishery that one has participated
in each year.

We would also like to request the State of Alaska to include the Korean
Hair crab fisheries with the NPFMC rationalization of the crab fisheries.

‘We highly recommend that the NPFMC apply a consistent time peried with a high
participation requirement for all fisheries! These options do. We recommend all
others be dropped.

Traunsfer/Leasing
We highly recommend that the NPFMC limit transfers, sales and leasing to preserve jobs.
1. Allow sale of catch history.
a. No owner can purchase or lease another vessel if they own interest in more than ope
vessel.
b. Owners that own only one vessel can purchase or lease another vessel or its shares if
it does not exceed the cap set by the NPFMC.
2. Are largest concern is to not to allow too much consclidation.
a. Owners that have 2 or more vessels should not be allowed o lease additional
shares.
b. We recommend only 2 vessels for consolidation for leasing, From a fleet of 250
o 125 vessels is a dramatic reduction in crew and jobs.

Excessive Share Caps

1. 1% For King crab red, blue and Baridi.
2. 3% to 5% for Brown king crab, '
3. 1% for Opilio.
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4, Grandfather provisions if one exceeds the excessive share cap in the original
endorsement.

5. This will determine if an owner can purchase more shares; remember caps apply for
a single vessel owner or an owner with more than one vessel to see if they are
allowed to consolidate two vessels. Again piease waich for owners accruing a large

manopoly.

1. We also would like for the NP¥MC to consider IFQ for
vessels that are owner operated without any ties to processors
or communities. We will gladly supply ownership data for ¢he
NPFMC if they inclnde this option.

2. We would like the NPFMC to consider AFA sideboards for
Pacific Cod for all pot vessels that qualify for crab shares.
This will cap their catch at current levels.

A. Alaska Groundfish Data Bank has come up with what
we consider a fair option; using the same qualifying
period and years applied to determine ones catch.

3. We would also like the NPFMC to add another recency
requirement of one landing of erab in 2001.

Dok iow

David Hillstrand
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5470 Shilshole Ave, N.W. #410 « Scatlie, WA 98107 {206) 783-3018 FAX [206) 783-3145

Date: January 29, 2002

To: North Pacific Fishery Management Council - ﬁ @@ @
7

605 West 4™ Avenue, Suite 306

Anchorage, AK 99501-2252 " @
25 1)
Re: C-§ Crab Rationalization, Options for Skippers and Crew 28 200>
Dear Council Members, ‘MF?EMO

One of the elements and options of Crab Rationalization is the treatment of skippers and -
crew under a new program. I believe there is peneral consensus in the crab industry that
there should be cousideration of skippers and crew in the new quota-based system. The
Council must decide which method would best achicve this goal.

-~ Under an Olympic style fishery, skippers and crew are valued for their ability to catch crab

efficiently, effectively and safely. In a quota based fishery, the same qualities will be
sought in skippers and crew by vesse) owners for their operation. There is a concern among
some that skippers and crew will underbid each other in the competition for jobs, it is
assumed that today the crab fleet is overcapitalized, that there are too many vessels in the
crab fishery and consolidation is needed. One of the early steps being considered is a fleet
sponsored buyback_ After consolidation under a buyback and rationalization, there will, by
necessity, be fewer jobs in the crab fishery assuming each vessel had a distinct crew.
However, the remaining jobs will be more stable tinancially and may in fact be filled by
more that one person in & crab season, assuming crab stocks can rebound. As in any
fishery, the best skippers and crew will be sought by vessel owners for these Jjobs and will
be compensated as such,

The best and fairest way to include skippers and crew, and to allow an avenue for new
cntrants in a rationalization program, is to set up a first Right of Refusal Program based on
quota sales, funded by a Low Interest Loan Program and a pre-tax savings account which
can be used for quota purchases (similar to CCF program used to purchase vessels). These
would provide the opportunity to purchase quots and the ability to access capital for
purchases. This approach, I believe, would have wide support from vessel owners,

Another option is for skippers and crew is for thern to receive injtial allocation of quota
share. This option is unfair to vessel owners who have taken the financial and cmotional
tisk associated with ownership of a vesscl. The quota associated with a vessel under 2 new
quota progran: 1s a transfer of value from that vessel to the quota. This has been shown in
the halibut and sablefish program where vessels are worth a fraction of what they were
o~ under Olympic fisheries. The quota will be the cream of that value. The vessel owner will



FROM : KALDESTAD MGMT. LLC FRX NO. @ 286 783 3145 -Mar. 28 2882 B81:46PH

be left with all the negative things associated with vesse} including operational costs, legal
Tequirements, crew mjuries, ete. while non-owner recipients would receive a portion of the
most valuable portion of the overall operation, the quota, Vessel owners who have made
the financial and emotionat investments in vessels should be the recipients of quota, not
skippers and crew who have not. Crewmembers have benefited financially from the owners
investment in the fishery (skippers as much as 3 times as crew) and some have chosen to
participate as owners while other have chosen not to invest in the crab fishery with their
eamnings. Some have nvested in other fisheries such as salmon and hatibut. The ones who
have become investors will be awarded quota as a result of their investment.

I would urge the Council to move forward with First Right of Refusal and Low Interest
Loans as the preferred option for skippers and crewmembers.

Sincerely,

P2

Kevin L. Kaldestad
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INITIAL COUNCIL REVIEW DRAFT
The C. Bairdi Fishery.

The Council motion includes the following qualifying vear options for the distribution of QS in the Bering
Sea C. bairdi fishery:

i.4.2.3 Bairdi (EBS tanner crzb)
Option 1. 1992 - 1996 (5 seasons)

(2) Al seasons

) Best 4 seasons
Option 2. 91/92* - 1996 (6 seasons)

() Best 5 seasons

Option 3. Based on a 50/50 combinatino of Bristol Bay red king crab and opilio
harvests

*The biclogical season extended over a calendar year

Option 3 would base the allocation on the allocations in the Bristol Bay red king crab and the C. opilio
fisheries, weighting each of those aHocations equally for purposes of determising the allocation in the C.
bairdi fishery. :

Table 3.3-7 shows the mean, median, and average of the four largest 2llocations under the different qualifying
year options in the Bering Sea C. bairdi fishery . Figure 3.3-4 is a graph of the distribution in the fishery
under the different options. As in the C. opilic and the Brisiol Bay red king crab fisheries, the allocations are
quite similar, Although the graph appears flatter than (he graphs from the other fisheries, that is largely an
artifact of the scale of the graph. The shape of the curve and the average of the four largest allocations is
approximately the same as in the other fisheries. The average allocation to the four vessels receiving the
Jargest allocations under all of the options is slightly more than one percent of the total allocation in the
fishery, while the median (midpoint) and mean (average) allocations are slightly less than one-half of one
percent. Under that Option 2A, one more vessel (269 vessels) is included in the initial aliocation than under
the other two options. All reporied descriptive statistics are approximately the same under the options.

Table 3.3-7 Mean, median, and average of the four largest allocations under the different qualifying year
options in the Bering Sea C. baird; fishery

Average of Tour
largest
Fishery Wiean Median  allocations
Bering Sea Bairk (EBS Tanner Crab)
Opticn 1A-1992 - 1996 (All seasons) 0.004 0.004 0.011
Option 4B - 1992 - 1966 (Best of 4 seasrs) 0004 0004 .01
Ontion 24 -1991-1992 - 1996 (Best of 5 seasas) 0.004 0.004 0.011

January 2002 157 BSAI Crab Rationalization Program Altematives

b




Rleutian Pnbllof [sland Community Dwelopment fissociation
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March 29, 2002 %
2

%o
VA
Mr. David Benton, Chairman 4 N 7
North Pacific Fishery Management Council o O 2 @Q
605 West 4th Avenue @ 2> @
Anchorage, Alaska 99501-2252 O

Re:  Crab Rationalization

Dear Chairman Benion:

There is no question that the crab industry is in desperate need of some form of
rationalization. Any crab processing company, crab harvesting vessel, or community
dependent upon crab is acutely aware of the probléins facing the industry. *Although
there are a myriad of proposals to address rationalization, of particular concern to
APICDA and our member communities are those proposals that could eliminate our
present and/or future participation in the crab industry.

Three of APICDA's member communities either participate in the crab processing
industry or are preparing to participate in the crab processing industry: St. George, False
Pass, and Atka.

For a2 number of years, St. George has been the home for one or two floating crab
processors. This has provided sorely needed tax revenue and employment opportunities
for the island.’ This year, no processors operated in St. George due to the low GHL. The
financial impact upon the community has been devastating. The community is scared to
death that under one or more of the rationalization alteratives being considered by the
Council, there may never be crab processing in St. George again.

Neither False Pass nor Atka have ever processed crab, although both plan to in the
relatively near future. In both communities, APICDA has made significant investments
in shoreside processing operations (Bering Pacific Seafoods in False Pass and Atka Pride
Seafoods in Atka). Construction of a boat harbor in False Pass is expected to begin in
2003. We have also initiated the process for construction of a boat harbor in Atka.

St. George, False Pass and Atka are viable crab processing communities. APICDA's

plans, commensurate with the desires of the three communities, is to construct a
shoreside processing facility in St. George (capable of processing crab, cod, halibut and

Gilda Shellikoff, Chair * Arnold Dushkin, Vice Chair + Justine Gundersen, $ec-Treas



Mr. David Benton
March 29, 2002
Page 2

other species) and expand the processing capabilities of both the False Pass and Atka
plants to crab. This would strengthen the economies of all three communities and help
provide a viable future for their residents. That is the purpose of the CDQ program.

As mentioned above, we are concerned that some of the rationalization proposals before
the Council could ¢liminate our community's present and/or future participation in the
crab industry. Any of the proposed rationalization requirements that identify or limit in
any way future participation in the crab industry to current participants serves to
eliminate the development of shoreside crab processing operations in these communities.
For example, adoption of processor quota shares would make it virtually impossible for
us to participate in the industry, since we will not be able to afford to purchase any quota
shares that go on the market. The proposed open access set asides will not alleviate this
situation since we will not be able to compete for product against companies that are
guaranteed product.

One might argue that CDQ crab should be allocated to address these needs. The fact is
that there is not enough CD(QQ crab in total to meet the needs of a shoreside processing
facility, much less if the CDQ quota is divided among the six CD{Q groups.

It is extraordinary difficult for the residents of these communities to understand why their
community cannot directly participate in the crab processing sector when they have
finally reached — or will soon reach — the capability to construct the shoreside facilities
to participate. In False Pass, for example, dozens of crab vessels transit False Pass to and
from the Bering Sea to participate in the fishery. Under some of the rationalization
proposals, they will be allowed to sell crab in various Gulf of Alaska ports, such as King
Cove, Sand Point, and Kodiak, but only after sailing past False Pass which will finally
have a boat harbor and processing facility capable of handling crab.

We are very sensitive to the debate over processor quota shares, regionalization, co-0ps,
ITQs, etc., and the needs of the industry. We are also supportive of rationalization
because it is necessary. Therefore, we propose and request the Council include a
provision in the rationalization package that provides some measure of protection to CDQ
communities that currently do not have a shoreside crab processing facility. Our proposal
reads:

Any limitation of future crab processing entities, whether as a result of
crab processor quota shares, the formation of cooperatives, or some other
limitation, shall not apply to a CDQ community that does not have a
shoreside crab processing facility, providing the crab processing facility
constructed is owned at least fifty percent by the CDQ group representing
that community.
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We believe this is a fair and reasonable proposal. Realistically, we expect this to apply
only to three communities {St. George, False Pass and Atka) since weather, geography
and other considerations (including current operating shoreside crab processing facilities)
effectively preclude their participation in this proposal. The proposal would also
alleviate any conflict between the purpose of the CDQ program and crab rationalization.
In APICDA's case, we have already invested millions of dollars in infrastructure and
facilities in each of these communities, From the beginning, our intent has included crab
production as a necessary means to utilize the resources available to the community,
diversify our operations, and develop stable local economies.

Thank you for your consideration.

Sincerely,

Gilda Shellikoff, Chair
APICDA Board of Directors

cc: APICDA Board of Directors
City of St. George
City of False Pass
City of Atka
Council Members



X FANNING FISHERIES

164 Pelican Way, Friday Harbor, Washington 98250
v Phone 360 378 2821 ~ Fax 360 378 2830
ﬁ F/V Denali ~ F/V Entrance Point ~ F/V McKinley - F/V Gayla Maureen

March 26, 2001

Sy
Mr. David Benton, Chairman 4o & E&{{’"@ ~
Mr. Chris Oliver, Executive Director _ i K. 7. S &;
North Pacific Fishery Management Council B A <0g
GOS West Fourth Avenue, Suite 306 -f?,;;if
Anchorage, AK 29501-2252 -Q

Gentiemen,

| am writing with regard o Option 3 pertaining to the Baird fishery as stated on page 157 of
the BSAl Crab Rationdlization Program Alternatives, 1.4.2.3, dated January 22, 2002.
Option 3 should be deleted for the foliowing reasens:

1. Boats that specifically targeted Bairdi consequently acquired very litfle Opilio history and
the boats that targeted Opilio acquired very litfle Bairdi history. Everyone targeted their
mfavored fishery by choice. This option allows the Bairdi fishermen to be put out of business
. 'because their fishery would be misappropriated to boats that never fished ift.

2. This option to dllocate Bairdi to boats that fished Opilioc makes no more sense than an
option to allocate Opilio to boats that fished Bairdi, which is NOT an option. Bairdi fishermen
would certainly like to be awarded Opilio by their Bairdi history, but that is not fair.

3. This option could aliow the concept of allocating brown crab to some other group that
never fished it nor depended con it. Should this happen ? NO. Should this happen fo

Bairdi 7 NO. Should this happen to Cpilie ? NO.

Let the fisheries history dictate who recelves what quota based on who fished that quota
and has subsequently depended on it. Please do not dliow the Bairdi fishermen to be put out
of business. Delete Option 3.

Sincerely,

FANNING FISHERIES, INC.

D pop A T

Kris L. Fanning, President
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To: North Pacific Fisheries Management Council
From: Randy Walton F/V Snug Harbor
Reference To: Including Skippers in any BSAT Crab LF.Q. Program

In the past I have expressed my concerns to the council about why the skippers need to
be included in any B.S.A.I. crab LF.Q. system that is to put into place and would like to
express them again,

The skipper is the one person that keeps these vessels going, he hires new crew members
and sce to the training of them ( which is getting to be more and more frequent) due to
small quotes and small prices for product. He see to the safety equipment and makes sure
it's up to Coast Guard specks and trains the crew on how to use it. He makes sure these
vessel are maintained and in working order so they do not have brake downs in the middle
of these short seasons.

The skippers job'is 24 hours a day, 7 days a week once he steps foot onboard through to
the end of a season or until the vessel is back in port. As a skipper I purchase all the
Iterm Use Permit Cards that are required before the vessel can participate in any given
crab fishery, these cards then produce the catch history ( fish tickets) that is going to be
used 1n determining any 1.F.Q.s to be issued.

The skipper is the one that is liable for any fines, tickets, or any fee's to be paid to the
State of Alaska for any small crab that might be delivered, any pots that might be rigged
wrong, any pots that do not have the right pot tag or any tag on them at all.

A skippers job is more than just driving the bus from point A to point B. It is his
knowledge and skill that produces a catch history, and keeps the crew safe in bad whether
during these fisheries.

The most important fact for skippers to be included is to keep a NEXT GENERATION
in the fisheries itself. If we are not included, are chances will be severely jeopardized.

Sincerely,

Randy Walton
F/V Snug Harbor
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Mark,

Please include the enclosed options regarding the funding of binding arbitration in the items to be considered
by the AP and the Council.

Thanks,
Jake Jacobsen, Manager, Alaska Marketing Association
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Options for Funding Binding Arbitration
Per Initial Council Review Draft, Section 3.7 Binding Arbitration

Original Language:

4, Each party shall be responsible for its own. costs incurred in connection with
the arbitration, and the parties agree to pay the arbitrator’s fee in equal shares.
Notwithstanding the foregoing, should any party fail to participate in
arbitration in good faith or fail to perform in accordance with the arbitral
award, then the other party shall be entitled to an award of costs, arbitration
fees and attorneys fees incurred as a result of the first party’s failure to
participate or to perform, including any such costs and fees incurred in
enforcing the arbitral award.

New Options:

1. Retain original draft language as noted above.

2. Retain original draft language as noted above with the inclusion of the
italicized language: Each party shall be responsible for its own costs incurred -
in connection with the arbitration, and the parties agree o pay the arbitrator’s
fee in equal shares. Each party shall pay the arbitrator’s fee in advance;
failure to pay the fee shall result in the party that failed to pay losing the
arbitration. Notwithstanding the foregoing, and in addition to it, should any
party fail to participate in arbitration in good faith or fail to perform in
accordance with the arbitral award, then the other party shall be entitied to an
award of costs, arbitration fees and attomeys fees incurred as a result of the
first party’s failure to participate or to perform, including any such costs and
fees incurred in enforcing the arbitral award.

3. Costs of arbitration and market research is to be funded by one-quarter of one
percent of the raw fish tax collected from fisheries subject to the
rationalization plan distributed equatly to an arbitration fund and to the
harvesters legally constituted collective bargaining association. The
arbitration trust fund will only be used to pay the arbitrator’s fee. Processors
and the collective bargaining association will hold the fund jointly, and
removal of funds must be authorized by signatories of each party. Should any
party fail to participate in arbitration in good faith or fail to perform in
accordance with the arbitral award, then the other party shall be entitied to an
award of costs and attorneys fees incurred as a result of the other party’s
failure to participate or to perform, including any such costs and fees incurred
in enforcing the arbitral award.

Option 3A: The raw fish tax remains the same. One quarter of one percent
is allocated from the existing tax.

Option 3B: Increase raw fish tax one quarter of one percent.

Option 3C: The arbitration trust fund may be funded to a maximum of
$400,000.00 or ( ). Any monies collected in excess of



that amount will be distributed to a sepaxate trust for families of fishermen
lost at sea administered by the Alaska Marketing Association.

4. Additional language in options 1 or 2 defining “party” as a processor (or
group of processors) or a legally constituted collective bargaining association.
Membership in a legally constituted collective bargaining association is
mandatory for harvesters to participate in the fishery.

Comments:

A “best offer” binding arbitration process in the event of failed price negotiation is a
necessary part of crab fishery rationalization. It will establish a mechanism to ensure a
timely start of fishing, equitable price levels for processors and fishermen and bring much
needed stability to the fishery and marketplace. Funding of market research by harvesters
and the arbitration process is an essential part of rationalization.

The Alaska Marketing Association was established in 1981 as the collective bargaining
association for the Bering Sea/Aleutian Island crab fleet. The association has been
effective, particularly since 1994, in bringing millions of extra dollars into the fishing
fleet and into the State of Alaska. For example, Prior to the last opilio season, we
received a serious “best and final” initial offer from a processor of $1.00/1b. Through
negotiation, we eventually were paid $1.40/1b., increasing the value of the catch by .40
and thereby increasing the tax collected by the state by approximately $360,000.00. In
some years with larger opilio quotas, we have increased the value of the catch by as much
as 50 million dollars, increasing the revenues to the state by over $1,500,000.00.

The State of Alaska has a vested interest in insuring a fair and equitable price for
fishermen. It can well afford the tiny investment of one-quarter of one percent of the raw
fish tax collected from rationalized crab fisheries to fund collective bargaining and
binding arbitration. Depriving fishermen of recourse to arbitration in the event of failed
negotiation would result in substantial losses to the state.

Throughout the history of the Alaska Marketing Association, there have been harvesters
who have neglected their responsibility to the association and have been content to ride
the coattails of the majority of the fleet. Several vessels have even fished while the rest
of the fleet remained in port until a price was settled. Option 3 will most effectively
distribute the cost of collective bargaining and arbitration between all participants and
beneficiaries.
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April 1, 2002

Mr. David Benton Yia Facsimile & U.S .Mai)

Chairman 271-2817
North Pacific Fishery Management Council

Suite 306, 605 West Fourth Avenue

Anchorage, Alaska 99501-2252

Re: Crab Rationalization
Dear Chairman Benton:
This letter is in regard to rationalization in the Brown Crab fishery.

As you may remember, I represent Kevin Suydam, an Alaskar fisherman in the
Brown Crab fishery. I will not recount the circumstances of his particular situation, as I
Bave done s0 in a previous letter to you. However, [ do want to highlieht agamn for you
our particular concerns.

First and foremost, it is important for the Council to understand the uniqueness of
the Brown Crab fishery. It is unlike the other fisheries, in that there are 2 limited number
of participants, and until the year 2000 the Brown Crab fishery had not been fully
barvested. In faet, it is telling that in the Initial Review Draft, dated in March 2002, the
answer to the three questions posed in considering rationalization of a fishery are a
resounding “no” for the Brown Crab fishery. See Initial Review Draft, March 2002, pg.
137. The questions are as follows:

1) Is there documented overcapitalization in the harvesting
and/or processing sector as a result of this fishery? 2) Is the
participation, level high enough to generate a race for fish under
shorter and shorter seasons? 3) Are there outstanding biological
OT anagement concerns such as overfishing, bycatch, etc.?

This is a fishery in which rationalization is not merited. However, if the Council chooses
to go forward and rationalize this fishery, it is imperative that consideration be given to
2|1 participants in the fishery, so that there is a fair and equitable outcome in this unique
fishery. Below are some concerns we feel must be addressed by this Council in order to
ensure a fair outcome.
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Specifically, Mr. Suydam is concerned that the catch history (1996-2000)
currently being considered is in violation of National Standard 1 and 4 of the Magnuson-
Stevens Act. 16 USC § 1851(a)(1) and (4). Recent testimony by William Hogarth, the
Assistant Administrator for Fisheries in the NOAA, before the House Subcommittee on
Fisheries Conservation, Wildlife and Oceans, re-enforces the importance of following
Nationat Standards 1 and 4. We were pleased to see that although Mr. Suydam’s specific
situation was nhot resolved during the Council meeting in February, the Council did
address our concerns about excessive shares in adding a suboption to 1.6.3(d). However,
after looking at staff comments and research oq this particutar suboption, I think it js safe
to say that with all the confidentiality requirements in the fishery, the suboption was
unsble to accurately address the issuc of excessive shares. Therefore, our concems
regarding that issue still stand.

Furthermore, our concems that the current options being considered almost
inevitably exclude those who entered the fishery before full-utilization remain. This |
concem relates directly to National Standard 1, which states that “[cjonservation and
management measures shall prevent overfishing while achieving, on a continuing basis,
the optimum yield from each, fishery for the United States fishing industry.” 16 USC §
1851(a)(1). '

Finally, as brought up in Mr. Suydam’s testimony at the last meeting, we continue
to préss the Council o consider recency in determining appropriate options. In the Tgitial
Council Review Draft dated January 2002, the staff inchuded the following comments on
the use of recent catch history in determining quota shar?"allocaﬁons:

In defining qualification criteria for a]lbl ing quota shares, '
consideration should be given to present participants up through
the date of the Council’s final action. NOAA GC notes that the
potential for an IFQ program to grant quota shares to persons no
longer participating in the fisheries was 2 pivotal issue in the
lawsuit concerning the halibut and sablefish IFQ program. The
use of “stale” qualification criteria has the potential to award QS
to persons no longer in the fishery and fails te comsider the
present participation of relatively new eptrants; the court in

~ the IFQ litigation was very critical of the halibut and sablefish
IFQ program on both counts. -

Initial Council Review Draft, January 2002, page 33 (emphasis added). The current
options proposed in the Brown Crab fishery ignore NOAA General Counsel’s words of
warning. We understand the Council’s concerns that ﬂ;{::vonld be a rush in the fishery
if one of the options included final action. However, as [ am sure you know, the Brown
Crab season is over, and therefore any concerns of there being a rush by including catch
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history up until the 2001-2002 season are without merit, In addition, it is unclear at this
point whether final action will, in fact, occur in 2002,

While we understand that this is 2 very difficult process with many interests to be
represented, we ask again that the Council focus om our particular situation, as it truly
highlights the umiqueness of the Brown Crab fishery.

Sincerely,

RICHMOND & QUINN
Wertn 1. iz o A

Kristen K. Richmond

KKR/ckd
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Gordon Blu¢
P.O. Box 1064
Sitka, Alaska 99835

April 3, 2002
David Benton, Chairman
North Pacific Fishery Management Couneil

605 West 4% Avenue, Suite 306
Anchorage, Alaska 99501-2252

Transmitted by facsimile to: (907) 271-2817 (8) pages transmitted
RE: Agenda ltem C-5(a), Crab Rationalization

PNE
Dear Chai Benton:
Following is material pertinent to the Crab Rationalization Analysis discussion. This matenial
has been excerpted from a larger article, which is in drat. The sections omitted are of an
expository nature, and designed to bring a more general audience to an appreciation of the
complexities of this rather arcane subject. These are of course, unnecessary in the present
company. :

Sincerely,

C et~ TS

Gordon Blue
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Processors are from Mars, Harvesters from Venus
Is Change coming to Council Family Values?
1. Summary and conclusion. Up front, for the seriously time-impaired.

Processors feel the 1TQ in halibut/sablefish gave an unfair advantage to barvesters, Icicle Seafood’s
Ralph Hoard testified to the U. $. House Resources subcommittee on Oceans and Fisheries, on Febroary
13, 2002, that Ieicle was able to maintain a 50% market share of the halibut fishery by capitalizing
equipment that accelerated the harvester’s “race for fish.” He stated that the resnlt of ITQs in halibut was
a loss of market share for Icicle, and a consequent loss of fishing receipts. “Capital stuffing” by a
processor o Jonger goaranteed dominance of the market.

“Two pie” is a bargaining game structure designed to address such processor complaints, It goes too
far. Its theoretic basis includes justifies processor collusion to set price and divide markets. Such
collusion is illicit Newvertheless, the “two pie’ theory argnes that a processor cartel is necessary in a
sationalized fishery, to balance the porential for a harvester monopoly. There is notnow a harvester
maonopoly in crab: harvesters are losing money, on average. No monopoly has resulted from the halibut
ITQ. Itis unlikely that a monopoly could result in ITQ crab fisheries, either. A limited ability to
‘organize’ the crab fleet has resulted directly from the “race for fish™. Under existing rules, harvestets
must assemble in 2 few specified ports, to provide for pre-season tank inspections. After rationalization,
harvesters will choose their own starting dates, and the ability to “organize’ the fleet will dissipate. There
is neither necessity, mor reason, to legalize a processor cartel. Processors are advantaged by ‘the race for
fish®. Processors will also be advantaged in a crab ITQ program, as major stakeholders. Processors will
have a dominant tole in the ownership of crab harvesting shares, from the first day they are issued.

The reason tic-tac-toe is not a serious game, is that the first player will always win if he doesn’t make 2
mistake. Harvesters understood that the initial ‘two pie’ proposal provided the “first-move™ advantage of
tie-tac-toe 10 processors. Proponents of the system brought additional rules into play, to answer this
charge of imbalance. Thehﬂial‘%wopie”didogueshiﬁed,then,muiscussionofwhatmlechanges
wouldhﬁngaboutaconmsionof‘twopiemarriage’mamorebalmedandcomplexgameﬂmtwould
allow more equity between barvesters and processors. This led to the proposals for “80/20", “80/10" and
“binding arbitration™

There has been no progress in negotiation in nearly two years, since. The analysis that follows
iltustrates that the introduction of the proposed new rules has produced more complication and confusion,
but no more equity. There is a great desl of similarity between the rules of the games ‘tic~tac-toe” and
“po,” yet the possibilities for different outcomes depending on strategic play, are vastly different “Two
pie’ remains a species of “tic-tac-toe.’ It is theoretically possible that some as yet unimaginable mle
change could salvage the ‘two pie” plan, and bring about fairness. No such proposals have been made.
The ‘two-pie’ and “voluntary coop’ alternatives should be dropped. AnTTQ program that takes into its
mm&ewmmiymdngimﬂmmﬁomwhhhhwebemMungmeMysi;pmﬁdesfmm
adequate and workable program, without acedless complexity. Processors will be among the largest
stakeholders when TTQ shares are issued. Processors do not require the special provision of & right to
form a processor cartel.

2.Introduction. Game theory discussion can be more entertaining than other modeling.

The amalysis is a game-~theoretic examination of the strategic behaviors which are likely to result from
each of several options now in consideration for rationslization of the Bering Ses and Aleutian Jstand
[BSAT] crab fisberies by the North Pacific Fishery Management Council [NPFMC). Game- theoretic
consideration is of value in economic anatysis when there are likely to be strategic elements in the decision

1
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making of the participants iB an econOmIC Process. The utility of this technique has led to greater
mmcemongewnomissmmﬂyﬂsofmhlypeofdedﬁmbmﬁmmmelyw
modeling techmigues. Themchniqueisa]soaccompaniedbyanabﬂilytomwyrelaﬁvﬂyahm
considuaﬁmshfamﬂiaxmdcmmwmswhiehmmdﬂyamessiblcmthehymm
Themoddchosenfmmjsmdseismexmmofﬂ:copuaﬁonoﬂmoessm-m
bargainingusingmrdmlogyfanﬁﬁartoweryzkmaicmadﬂt This model is expressed in terms of &
“family law"* dynamic, based upon the rules of each of the proposals in analysis. The introduciion of
gendn'intomediscussim is purely felicitous. Processors are from Mars, harvesters from Venus.

6.Three systems of ‘Family Law’
A. The ITQ.
in status quo, three types of relarionships between processors and harvesters can be found.

‘Marriage.' Ithnalysisshmﬂ:atMonemmoftheHstdngmiﬁaﬂyﬂhmiwinhe
Mwmomdmcmwmemmswhommmmhg
quota shaves. An estimated edditional 10% to 20% of initial ITQ will be issued to harvesters owned or
oomonedhyprocumwhodoNOTaﬂvomeforpmoessingquomshares. The estimate i8 supported by
thes:atanmtofprdoessingquomadvocatﬂohnGarwwﬂmNPFMC. “We represent processors of
aboutS(P/oofﬂ:ecrabhmst,"hesaid.“Ommcmbershavempomdowvesselmershipmthe
NPFMC.” Most of the non advocating processors have adopted & “wait and see” approach, although a
few have begun to oppose processing quota shares, as particular program elements are appreciated to
impinge upon them.

“Committed/Cohabiting.’ Ma:wofﬂmmmaininghmems,thmghhﬁepmdmﬁyowned,hﬂewy
long and stable delivery relationships with processors. The munber of these is known to processors in
each company’s instance, and there has been no attempt to quantify them for analysis. The relationships
are ynlikely to alter significantly under an ITQ fishery management structure, and will most tikely
continue to be stable. Sevmyearsofﬂ:iscouldbesaidmmsﬁmammmon-lawunﬁage.

*Just dating.” The remginder of the harvester fleet is independently owned, and has changed markets
one or more times within the past three years. In some cases, this occurs when the vessel changes fishing
astivities, inoﬂxefmsesthasbemmadenmswywhmpmmm]eﬁspeciﬁcmsmm and in
stillo’dms,ihechmgeoccmsasapnrtofﬂlchnsinessplmofmehmester,perhapsaspriwseekhg
behavior. Thmmlaﬁonshipsmﬂsolﬂ:elymmﬁnneinthesame,moommiﬁed&sﬁm after an ITQ
program is implemented.

Themmbﬂofhdepwdmmwmmrﬂmmﬁdaﬁmduemmﬁomﬁﬂﬁmh
mywbemduo&hcsmeofmwaﬂablewverﬁmnthgmdopaaﬁmmnhmmm
grmrrescrvesofeapitalmdinformaﬁon. Corsclidation of capacity and reallocation of YTQs is likely to
occmmostmpidlyammgﬂte‘mmied’md‘comimd!mhahiﬁng‘mmhmofﬁeﬂeet and these
playmﬁﬂhmmwmpmwhhhdepmdemmmrﬁemmaEmgpmlnfmﬁdsﬁnsqmw.
IﬁsdcﬁnesoneofthcgrmstmsksfadngﬁeNPFMC-cwaﬁngeﬁ’ecﬁw ‘caps’ for preventing 100
much consolidation of control over the resource. *Too much consolidation’ results in an inability of
managers to effectively manage the resource.

“Cohabiting’ harvesters will provide a degree of vertical integration greater than that anticipated by the
nsemdowncrshipapsﬂmtmmﬁcipatedinﬂteamlysis. This results because these relationships behave
ag “married® but are not ‘owned or controlled” and therefore not emxmerated or otherwise identified for

2
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regulation. These “informal marriages’ will provide additional platforms for control of ITQ that will not
be counted agamst the caps of the processing company. This creates a new “efficiency’ which will be a
counter regulating artifact of the regulatory system designed to limit consolidation of interest.

It 15 difficult to be convinced, given a thorough understanding of the relationships which exist in the
status quo, that ending the compulsion to ‘race for fish’ will create major shifts in market share for
processors, in and of jtself. As Felthoven has indicated, the extent to which technical harvesting efficiency
may increase after vationalization is likety to be impacted by the processing strategies of inshore
processors. This implies that processor competition for market share after an ITQ in the crab fisheries
may take the form of shifts in processing strategies that will allow harvester efficiency gains to be
maximized. Thus, the *dating” relationship of harvester and processor is likely to continue under an ITQ,
and the recognition of this is more likely to produce successful relationships, than inflexibility.

It is possible that the downward shift in market share experienced by Icicle during the advent of the
halibat/sablefish ITQ, as neted by Hoard, was at least partly the result of an inability er nawillingness to
alliow for this shift m dynamic by changing processing strategy. To the extent that regulations sbet such
inflexibility, harvester efficiency gains are veduced, and neither the harvester nor the processor benefits,
For example, consider the impact of a regulation which compressed the extended opifio “biological
season’ of four or more months, to four weeks, in order to aitow processors to shift their focus to some
different activity. Then harvesters wonld not be able to experience the efficiency gains possible, and
neither wonld processors. The absence of such compulsion cammot be automatically taken to be
detrimental to processors, bowever, as again indicated by Felthoven. Processor efficiency gains are also
possible, under an [TQ system, with a slower paced crab fishery.

B, The “I'wo Pie’ marriage.

The defining characteristic of the “two pie mamiage” 13 that it is umiversal. This compulsion to create a
‘one size fits all” box. and confine all the players in it, has made the ‘dating’ crowd understandably
nervous. This has also caused a great deal of angst for many of the ‘commitred/cohabiting’ group, aud 2
general chill has entered the relations of many formerly happy members of this set. On the side of the
processars, this chill has increased the fesr that the ‘committed” relationship is not enough, and the ‘two
pie marriage” advocates conclude that it is even more important to establish this protection. This has led
o a greater bearing down, and a more vigorous campaign to establisk the “two pie’ institution, and a
greater fear on the harvester side that the potential for abuse m a “two pie marriage” is real, and to be
feared. Thus, at this point, the efforts of the “two pie advocacy” are creating greater distnce, yather than
closure, with the ‘committed’ and “dating” fleet,

These efforts, however, are presentty focused primarily on delivering the vote of the NPFMC. If this
were ascomplished, then the “two pie marriage’ would bave cleared a major hurdle, and its advocates
could shift to a different tactic with harvesters, This circnmstance could be expected to signal increased
courting behavior between processors and harvesters, which could accelerate and produce desperation
among harvester “old maids’, as the processor’s quota requirements are filled. However, a great deal of
dissatisfaction by harvesters with the NPFMC decision could also lead to legisiative deadlock, and a
failure of the “two pie marriage’ to become authorized.

A second set of behaviors would govern the conduct of harvesters once the marviage(s) were
consummated. What if a processor determines that he is ungatisfied with the market share that his
processing quota allows? In the ITQ system, or in the present ‘race for fish', this processor might simply
bid for the product, by paying harvesters more to bring product to him. Untl now, the mere usual
processor strategy to inczease crab market share has been simply to encourage a new vessel to enter the
fishery, by praviding market opportnity, financial assistance to accomplish conpversion or acquire gear or

3
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licences, or providing tendering contracts or other employment. This has resulted in very litde bidding
for product through price, and few price wars on even a minor scale, In the ITQ fisheties, this mactic has a
surrogate, which is assistance ir financing quota purchase. This bidding cccurs at relatively lower risk
than “open access’ and capital cost is on the same financial order of magnitnde as the ‘open access' tactics.

The “two pie marriage’ doesn’t prohibit 2 processor from getting more quota on the side. However,
since the mstitution of marriage is mandatory for each harvester “A’ share, there is no ready pool of quota
to draw upon, except for ‘B’ shares. Although price bidding may result, the transaction costs to acquire
“‘B” shares are likely 1o become prokibitive because of restrictive practices of processors. Just for one
instance, ‘tying agrecments’ could become adopted, which would require harvesters to deliver their °B’
shares to an ‘A’ share market, on a first option or other basis. More sophisticated wooing behavior would
structure these agreements so that the *B” share sale compelled an acceptance of the ‘A’ share quota by the
Processor.

In gither event the result is the same, that processors will be required to pay one another, to increase
their market shave, This enconrages a degree of processor collusion that is presently prohibited and
discourages competition betwesn processozs. At the same time, this encourages processors to foces
additional rent secking as extractions from harvesters. Once 2n apreement between processors has been
reached, 10 transfer processing quote by lease or sale, the agreement of the harvester to the fransaction is
moot There will simply be no more place under the roof for her, and only one place to move.

Now, assume that there is 2 disagreement between a harvester and a processor who have been matched
up for some interval, and they no longer wish to do business. Let this disagreement be for any reason, so
that there is no stigma attached to either side - a no fault divorce, if you will. Under the two-pie system,
the barvester wounld bave to find a place to move to. The 2-pie system requires a processor quota share
increment to match 2 harvester quoia share increment. This weans that there are four options available to
the ‘divorcing' harvester.

«  Stop fishing - "homeless and ont on the street” - maybe the harvester can sell out her shares and
recover something - if there i3 anything to fish. The grota portfolio, at present, includes many
stocks which are depressed. One of the most glaring limitations on ITQs as & buyback
mechanism, is that the fishing quota share is strictly vained according to the present fishery. What
if the fishery is closed, or at very low level?

»  Trade down - swap ‘A’ shares for B’ shares, and leave. Since she will be competing with the
processor for these shares, she mnst prepare to take 2 major hit on price. She will also have to pay
maltiple transaction costs, since she will have to "sweep up' shares from a mupber of other players.
B’ quots, affer all, will be issued in relatively small amounts.

*  Swap husbands - she could find a hervester that is wanting to leave another processor, has a
similar amonnt of quota share, and is willing to fry ot her hasband - 1f the busband [processor]
has any say [and they will], this could get messy

»  Bust up sameone clse's marriage, and move in - she could seduce a new processor and get them to
throw the [other] wife out. This option, of course, exhibits & distinct downward pressure on ex-
vessel price. Ler’s just asseme the seducer has some bauble that turns the fist processor's head -
say, a block of halibut TTQ she is willing to comnit. Surely the dumped wife will have no such
asset. Then, what else is likely to get a ‘spumed husband’ to accept a ‘rejected wife' than a
considevable discount in ex-vessel price?

These are not considered socially desired behaviors in our civic lives, and we are ynlikely to

conscionsly devise a system that actively encourages them. T.can not see why they are any more desirable
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in our business lives. In fact, if we design a system like this, we can expect to have severe actaal impacts
on the health of communities.

C. The “voluntary coop” model marviage.

In the volmtary coop, teere is a choice available to the harvester, to enter the “two pie mamriage” or
sernain ‘dating’ under ‘open access.” Also, in the coop model, the husbaud swapping of “straight 2-pie” is
discouraged. In order to move 10 ampmmsor.ﬂ:mmustbeapnymentmademmeoidpmssoﬂpay
to seduce]. i

nismdsﬂleno-ﬁmkdivmoe,mddwideshthefamofﬂaehnsbmd,inwwase. Sometimes, a
trusband might ectually be at fanlt. For example, let's say he still puts out the same price as everyone else,
but the quality becomes a big factor - assmme that suddenly, quality grading becomes punitive, and what
wasaoceptablepro&uctdeliwmdbyﬂmvesse],isnolouger.lnﬁaeshoﬁtmm,ﬂ;ereisacons&waﬁun
hnpﬁmﬁm-highgnﬁngbyﬁew&s&lhm.n&ﬁmmehm&ngmmﬁmhmeMgm
the conservation impacts cither continue, or, if the punishment is great cnough, the severance payment is
made, a different processor is seduced, and some other wife gets thrown out.

In this civic marriage analogy, such a payment might almost make sense, accepting of course that the
hrushand is atways right. After a1, the other wife would move in with the old husband after the swap, and
share in the communsl benefits of the severance payment. We are not telking shout U.S. mariage
practices here, however - we are talking gbout a society that is strictly, and mtensely, polygynous.

In the Analysis, 75% of all opilio quota share would be allocated initially to the § top processors, and
the 150 o 160 top harvesters. Roughly, a harem of 20 wives for each busband, at the 75% participation
level. In this system, there is no community property, so the high grading’ Imshand gets the blood money
ANDgersmoollectamwevaluableduwuy(ie,payaluwerex-wsselpﬁceforthesmemomnofqlm
shm)maccwt&e'ﬂamagedgoods'-meni&dkphcdw&aﬂightofﬁeahusedfspouse.

The model coop provides that vessels don't bave to join (be married]. Itis notat al clear that it allows
vessels to retwn 10 open access, having once joined. 1f not, then the coop model provides an even more
odious peonage than the 2-pie model, because of the *pay to seduce" provision.

Although it is not at all clear in the draft program stage, assume that unhappy wives can always go back
on the open zccess street, and compete to support themselves. Then, an independent may scratch up a
living,ifshempmvidehigbmoughqualﬂygmdsnalow-enoughpﬂec. Of course, this incentive is
directly in conflict with the goals of the program in the first place - to get those harvesters off the street
and create incentives for safety, conservation and stability fi.e. sustainability). There is & major flaw, here -
all the complication has not resulted in a better sysicm.

Let me illustrate this with one more marviage analogy, to show the extent to which this system shelters
abusers - aud provides coumter-incentives to solve tite problems exhibited in the problem stetement.
Assume a small fishery - say, a Pribilof Is. red king crab fishery - was able to reopen. This isn't a necessary
condition, it just simplifies the illustration. The top four processors have 2/3 of the initig] allocation and
the top 100 boats have about the same amount - these depeading upon the optivn chosen: from the
amalysis. So, mwmhm-mofabomzswivesperhusbaninlefssayﬂmthnsband(A)isoneof
the four dominant males, and he has a special relationship with four of his wives. In this anslogy, 1 can
fhink of oo other term - these wives are slaves. (A) owns them. There is vo way they are ever going to
move 1o another husband, unless {A) simply decides to whore them out, for greater personal retarn.

Let us assume that these wives are allowed to bargain price es part of the group. What will the long-
term implications of this be? Such wives are allowed to bargain price in the pollack co-op, however, the

5
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pollock coops are not directly analogous. In pollock, the only history is that of the vessel and the fleet is
almost entirely integrated into the ownership of the plants. This makes conditions somewhat different, and
we cam't simply assume that the experience of poliock will translate directly. In pollock coops, ex-vessel
price as reported on fish tickets bas fallen. This costs the State of Alaska money, on 2 per pound basis,
though the increase in quota subject to tax, probably more than offsets the overall loss. Pollock vessels,
howevei, are enthusiastically reported as experiensing increased income, due 1o 'off the ticket’ bonuses. It
is an umreported fact that czews are not sharing in these increases, in the vertically integrated flees, because
their pay has been restructured. In many cases, vessels are leasing quota to one-amother and then charging
that lease off against the gross stock - resulting in lower shares to crews, and higher retarns 1o owners.
Since some of these vessels have been acquired by processors more recently than their processing plants,
this is most Yikely an intemal resllocation of income to the area with the greatest tax-shelter, and not an
astuat sharing of benefits to harvesters,

That said, assume that slave wives are simply price takers In negotiation, This is probably a defensible
argurpent, is it not? In the long term, strategies such as that reported for the poliock fleet will evolve, to the
extent that the open access fishery is eliminated. In the short tenm, independent vessels will become
converted at lowest possible cost to processor control. A specific strategy that would work to this effect, is
if processor (A) reaches agreement with bis four wives to take z price that tesults in s operating loss for
those harvesters. Siuce (A) will sapport and sustain these wives (though not necessarily in the peak of safe
condition) then it is simply a way for (A) to get best value - he works them and provides just encugh
aliowance w keep them going.

Now, in the chosen fishery, four harvesters could take 100% of any likely quota, for the foreseeable
future, so these wives could certeily take all of the QS needed to use the processing quota allocation
belonging to (A). (A) would reasonably expect to offer the other 21 wives of his harem a payment - a
royalty - to simply remain idle. Initially, compared to the mean streets of open access, harem life may
seem like an ideal - she gets to collect a shiny-locking royaity. Since the price will ultimately be set by
agreement with the slave wives, the royalty could be brought in at a high percentage for sake of

ces, Recrnit wives think: "Sit back, never have to put out, and be happy. Let the slaves do all the
work.” This will creste the closune necessary to draw them into the fold,

Soon, the income from the combined xoyalty and low (slave wage!) price will be too low 1o survive,
even in the harem. What is the likelihood that these wives will be able to generate a separation payment?
They will either be forced inte the open access fishery (if the rules allow this) or be bled by royalty
paymexts that won't sustain their overhead.

This is an ideal incentive for processor abuse. The price in the fishery is set by pracessor-owned
vessels, These vessels are able o attain whatever efficiency benefit there is, in the quota share system.
Sorze independent vessels may opt to continue in the oper access fishery. As at present, these vessels will
fish at a loss, on average. After a very short time, they will have been so wezkened, they will revert to
coop control, and the owners will make any armamgement possible to get ont - even if they have to remain
titular owners of the vessels, and be brought to collude to avoid the constraints of caps on processor
ownership.

If the coop 2-pie system is implemented, processors will gain additional leverage over harvesters.
Harvesters that attempt to execcise mdependence will find themselves in an even more intense race for
fish Conservation will be worsened in this race, which will leave the ADF&G in an unsavory role. The
department, in its necessary role as conservation watchdog, will be foreed to intervene with new proposed
regulations, which in turn can only make the open access fishery even more difficult.

The sole of the ADF&G, then, will become ‘enforcer’ for the coops, which will be vertically integrated

6
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creatures of the processors, and will enjoy all the benefits of the new system. I the mid term, the coaps
will get all the pood press, while a new system is created that destroys all independent operators, captures
all the benefits to the coops, and leads o the long-term declive of the communities that now recejve the
benefits of the barvest, directly and indirectly. The long-texm implications of the coop 2-pie system
include that the ADF&G will have become so co-opted by its role as enforcer and cheedeader for the
coaps, it will be incapable of the kind of monitoring and enforcement that will be required to actually do
its job for conservation.

Why would we choose to go¢ down such a path?

TOTAL P.B7
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HEUKER BROS., INC.

= 82975 NE Tumalt Foad
Castade Locks, OR 97014

(541) 374 8255 © Fax: (541} 374-8553

April 3, 2002 VIA FACSIMILE 907-271-2817

David Benton, Chairman @@@

North Pacific Fishery Management Council %

605 West 4" Ave, Ste 306 Apg @

Anchorage, AK 985012252 -3 Y
Neg

SUBJECT:  Crab Rationalization M

Replacement Vessel/Catch History
F/V Sandra Five

We are the owners of the F/V Sandra Five [ADF&G #70770), a replacement vessel for the
F/V Chevak, which sank in February 1994, Before being lost. the Chevak was a crab
catcher vessel with catch history dating back t¢ the 1980s.

At the February council meeting, two concems were expressed about my replacement
vessel catch history. The first concern was a vaiid License Limitation Program {LLP)
permit. At that time, we did not have a permanent LLP, but since the meeting, we have

received a permanent, transferrable LLP permit for the F/V Sandra Five (see attached Permit
No. LLC3590},

The second concern was a ¢omment made that it appeared we have just recently brought
this matter to your attention, i.e., it looks like we just recently bought the sunken vessel
catch history. In fact, 1 have sent four previous letters trying to address this issue [see
attached copies, dated 01/31/01, 03/30/01, 04/27/01 and 01/06/02) and as outlined
below, have worked diligentiy to follow the regulations in effect.

We started looking at replacing the F/V Chevak as early as 1994. Serious negotiations
began in late 1996 with final contracts acquired in October 1997. Construction on the F/V
Sandra Five began in November 1997 with compietion on June 20, 1998. At the time of
the final contract in Qctober 1997, we had worked with the Council and NMFS RAM
Division to review the purchase contract 10 comply with the regulations in effect at the
time. Also at that time, there was no mention of looking at any catch history beyond
1995.

We've followed all the rules at the time of purchase of the fishing rights and catch history.
We also gualified under the recent participation requirements {(RRP). By changing the rules
in the middle of the game, you will make it impossibie for me to have enough catch history

A~ to run a profitable operation, This is not a hardship case. This is a unique situation

caused by a governmenta) process that will have taken over ten years to complete. This
situation can be avoided by my proposed amendment(see attached copy)
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Please consider this information and my amendment at your April Council Meeting. |
would be happy t0 testify at the April meeting., Please contact me at (541) 374-8255
(office), (503} 789-7888 (cell} or email heukerbros@gorge. net

Sincerely,

HEUKER BROS., INC.

=

Chris Heuker, President

CH:dwh
Atfachments

-
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) Heuker Bros., Ine.
'aan 62975 NE Tumalc Road
Cascade [.ocks, OR 97014

54[-374-8255 © FAX( 5412 3748553
April 3, 2002

David Benton, Chairman

and NPFMC Council Members
604 West 4™ Ave, Ste 306
Anchorage, AK 99502-2252

SUBJECT: Proposal for Replacement Vessel/Catch History

Please consider the following:

Proposal: Forinitial allocation of quota share for Amendment 10-approved replacement vessels
(for sunken vessels only),

1.4 Initial Allocation of Quora Shares (OS).

1.4.1 Suboption (a) Caleulation of QS distribution:

Develop a new suboption for Amendment 10 roplacement vessels, that replaced
sunken vessels:

For each of the fisheries for which such a vessel holds valid
endorsement for any vears between the sinking of the vessel and the
entry of the replacement vessel to the fishery, allocate QS according
to 100% of the vessel’s average history for the qualifying years
unaffected by the sinking,

Sincerely,

g

— Chris [euker
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A SSLERG RMFS OFFICE: W UNIVED STATES DEPAATMENT OF COMMERCE -
WMT Managoment » o Natlana! Qeaanle and Atmogphoric Admirletration }-

. tiational Marine Fisheriea Servica
Juneay, AK 39802-1668 S ot

LICENSE LIMITATION PROGRAM

Crab License Number: LLC3590

LICENSE HOLDER

HEUKER BROS., INC.
62975 NE TUMALT ROAD

CASCADE LOCKS, OR 97014

ENDORSEMENT | o

Vessel: SANDRA FIVE TO770 106819¢
Operation Type: Caicher Vessel
MLOA (Feet): 326

Species/Area:  Bristo! Bay Red King Crab
BSAI C.Opilio and C.Bairdi Crab
St. Mathews Blue King Crab

SPECIAL TERMS & CONDITIONS

Issve Date: February 28, 2002
Trausferable? Yes

Note: A vuriety of site and federal regulations govern commereial fishing and processing privileges. 1t the

responsibilizy of any pevsen conductmg fishing activities under the authority of this permit 1o understand
and comply with those requirements.

.« .y, - uc: H.oldcr 5 Sipwatune
Progrem Administrawe. Restricled Avcess Manogement s
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’ HEUKER BROS., INC.
62975 NE Tumalt Road
P Cascade Locks, OR 97014

’541! 3748265 & Fax: 55412 3748853

Janygry 31, 2001 VIA FACSIMILIE 907-271-2877

David Benton, Chairman
NPFMC Council Members
6058 West 4" Ave, Ste 306
Anchorage, AK 98501-2252

SUBJECT: LLP Program and the Capacity Reduction Program
F/V Sandra Five ADFG #70770

We would like to address the issue of the Capacity Reduction Program recently approved by Congress.
This legislation applies retroactively {i.e., a current replacement vessel is now ineligible} and
prospectively {i.e., any vessel lost in the future cannot be replaced). It was our understanding that

anyone with 2 valid LLP permit would be issued a Centificate of Vessel Eligibility based on the approved
legisiation.

Based on the previous requlations (and direction} of the NMFS Restricted Access Management

— division, we purchased fishing rights from a sunken vessel and proceeded to construct the ~F/V
' Sandra Five. Halfway through construction, we were informed that we weren’t eligible because of

a change in the recency requirements. We subseguently proceeded to work with the Council 1o

adopt and implement Amendment 10 and the four exemptions contained therein.  After an

aextensive investment of time and money (nearly $2 million}, we were under the assumption that

after we received the LLP, we would then be permanentiy eligible for the crab fishery with our

vessel.

It appears that NMFS Restricted Access Management (RAM) division’s interpretation of the new
congressional buyback language is more restrictive than the Council’s original intent. Qur vessel
gualified under the Council's intent by recognizing combined history and replacement provisions
provided for by the Council {under Amendment 10}, in contrast to the RAM division’s interpretation
which fails 10 include the combined history exception for crab vessels and a replacement provision
for vessels that are lost. By a literal interpretation of the new Congressionai buyback language,
RAM is not following the same logic and intent as the Council, thus not issuing permanent licenses
to vessels relying on combined histories.

We do not believe it was Congress’ intent to ignore the Council's previously-approved actions. We
request the Council contact the appropriate government offices and agencies to correct this
misinterpretation and restore the vessel's eligibility.

Sincerely,

HEUKER BROS., INC.

Chris Heuker, President
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HEUKER BROS,, INC.
62875 NE Tumalt Road
Cascada Locks, OR 97014

1541 ) 374-8255 O Fax: ‘5412 374.8553

March 30, 2001 VIA FACSIVILE 907-271-2817

David Benton, Chairman

and NPFMC Council Members
605 West 4™ Ave, Ste 305
Anchorage, AK 99501-2252

SUBJECT:  Crab Rationalization - Replacement Vessel/Catch History

We are the owner of the F/V Sandra Five, ADF & G #70770, a replacement vessel for the FfV
Chevak, which sank in February 1994, Before being lost, the Chevak was a crab catcher vessel
with catch history dating back to the 1980s.  The Chevak was strictly a pot fishing catcher
vessel, and if not lost, it would still be active in the pot fisheries,

Plans for replacement of the Chevak and purchase of the fishing rights and catch history began in
1996. Final contragts were acquired in Oc¢tober 1997, and construction of F/V Sandra Five began
November 4, 1997 with completion on June 20, 1928, The Chevak had catch history from 1990-
19984 and F/V Sandra Five has catch history from 1998 (blue and red king crab) and 1993 (opilio,
blue and red king crab).

| understand the committee is considering catch history from 19280-1999, 1992-1999 or 1995-
1999. Due to the time and financial commitment required, replacement vessels cannot be
compieted in between seasons., Therefore, under the first option {1980-1999), we would lose
40% of our catch history. For the years 1992-1999, we would lose 60% of our catch history, and
for the vears 1995-1999, we would lose 80% of our catch history. This is based on the opilic
fishery only. A reduction of this magniiude would put undue hardship on our participation in the
future crab fisheries, and ultimately affect the financial stability of the farnilies relying on the
income from this vessel.

To my understanding, there are 10-12 vessels in the same situation. The vessels could average
their catch history over the years they participated and apply the result to the years they lost during
replacement of the vessel. It would be unreasonable to apply zero catch histories in coming up
with an average for the vessel as the vessel has proven histery when the vessel was participating.
This would not apply to vessels that left 1o participate in another fishery, rather only those vessels
that did not participate in any fishery at all.

With this said, it would be sur recommendation that the Crab Rationalization Committee address
the issue of replacement vessels and find ways to resolve it in the planning stages rather than later
where there is potential for delaying adoption of the program.

Sincerely,

Chris Heuker
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HEUKER BROS., INC. a
§2975 NE Tumalt Road
Cascads Lasks, OR 97014
P (841) 3746255 Fax: (541) 374-8553
April 27, 2001 VIA FACSIMILE 907-271-2817

Dave Hanson, Chairman

Crab Rationalization Committee

North Pagific Fishery Management Council
605 West 4™ Ave, Ste 306

Anchorage, AK 99501-2252

SUBJECT: Crab Rationalization - Replacement Vessel/Catch History

Dear Mr. Hanson:

On March 30, 2001, 1 filed a letter with the council regarding catch history of replacement vessels
{copy attached). Please consider this my request to circulate this letter to the Crab Rationalization
Committee members for their consideration,

We feel the the Crab Rationalization Committes shouid address the issue of replacement vessels
and find ways 1o resolve it in the planning stages rather than later where there is potential for
delaying adoption of the program. .

| would appreciate hearing from you on whether my reguest can be granted. You may contact me
at the phone number provided above or at freukerbros@gorge.net.

Sincerely,

Chris Heuker
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HEUKER BROS,, INC.
62975 NE Tumal: Road
Cascade Locks. OR 97014

55412 374-9255 & Fax: ss«u) 27a-8553

January €, 2002 VIA FACSIMILE 907-271-2817

David Benton, Chairman

North Pacific Fishery Management Council
605 West 4™ Ave, Ste 306

Anchorage, AK 89501-2252

SUBJECT: Crab Rationalization |
Replacement Vessel/Catch History

Upon reviewing the crab rationalization reports, | have not seen any mention of how
replacement vessels are dealt with, which will have a limited ¢rab history. As stated in my
previous ietters {see attached March 30, 2001 and April 27, 2001 letters), losses of this
magnitude would put an extreme hardship on our participation in future crab fisheries, It
is my understanding that less than six vessels would be in these same circumsiances.
Constructing a replacement vessel is more than a one-year project.

Flease consider this information at the next Crab Rationalization Committee meeting. |

would be happy to testify at the February meeting. Please contact me at {541) 374-8255
loffice) or {503) 789-7888 (cell) or email heukerbros@gorge.net.

Sincerely,

HEUKER BROS., INC.

Chrig Heuker, President

CH:dwh
Attachments
cc: Crab Raronalization Committee
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Mr. David Benton
Chairman

North Pacific Fishery Manag
605 West 4™ Avenne, Suite 3
Anchorage, Alaska 99501-

Dear Mr. Chairman and MemHers

The CR.AR. Group "-:
Halvorsen of the University off
Committee on Resources of the
In his testimony Dr. Halvorsey:

advanced in support of the ¢

After reviewing Dr. Ma

Matulich in support of his .1

two-pie allocation would be ‘are
concluded that “no credence sh

is a “policy superior initial 2
Halvorsen, pages 2 and 11-12

B. GROUP

; i-l'.n.mwsa-ﬁtka,msssas
! April 3, 2002 Agenda Them C-5
] .
enf Council
: EoftheCouncil:

H Iike to bring to your attention testimony which Dr. Robert
afhington presented to the Fisheries Subcommittee of the

ited States House of Representatives on February 13, 2002.
soifically reviewed the economic analysis Dr. Matulich bas

= approach for allocating quotas to fishermen and processors.

h’s papers on the subject and the papers cited by Dr.
, Dr. Halvorsen found that Dr. Matulich’s claimed “proof” that 2
_ e” in a bilateral monopoly is invalid. Dr. Halvorsen also
s be given to [Dr. Matulich’s] claims that 2 “two-pie” system

Dr. Halvorsen’s testi g
concept that is at the heart of |

also provides some academic insight into the “Pareto-safe”
{atulich’s ratjonale for why processor quota shares are

necessary to ensure that an Individual Fishing Quota (IFQ) allocation program does not hamm
processors. Council membersmay be interested to learn that the term “Pareto-safe” appears to
have been originated by Dr. Mahilich, and that the “Pareto criterion” on which the concept is
based has been long held to 11 of little practical nse,” The reason the “Pareto-safe” concept is
of little practical use is, as Dz.{Hzlvorsen explains, because “virtually all feasible public policies
result in at least one individugl] being worse off” and therefore would fail to meet the “Pareto
criterion.” (Halvorsen Testiménly/ st pages 9-10).

The C.R.A.B. Group 1irged the Council to review the attached testimony. It cleagly
demonstrates the complete Adk off academic support for the two-pie allocation model
championed by Dr. Matuli EII 1$ time the Council devoted greater time and attention to the far
larger body of academic research, |staff analysis, and legal jurisprudence that all conclude that
allocating specific shares of ajmarket to individnal processors is anti-competitive and harmfil to
fishermen and consumers. Dy, Halvorsen will be attending this meeting, and we hope you will
each take the time to discussithe serious deficiencies of the “two-pie” model further with him,

Cordially,
u\_—jt‘—f“———-‘
I Ear] Comstock
i Counsel to the C.R_A B. Group
200°d 9BET# TTIMIOVIE 2 WIHS
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S :ﬁfpplem of Proposed Testimony to the
Subcommittee on Fisheries Conservation, Wildlife and Oceans of the
Committee on Resources

¥5.S. House of Representatives

; Robert Halvorsen
|| Professor of Economics
i | ;| Department of Economics
| ;| University of ‘Washington
i
i
1 On behalf of the
Cyab Rationalization and Buyback Group
I
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Executive Summary

My testimony addrsses the issue of whether the guidelines for Individual Fishing
Quota (TFQ) programs shojald fequire explicit mechanisms to ensure thal Processors are
compensated for losses they m l ght incur as a consequence of the gn!:roducnon of IFQu. 1
begin by discussing the imporance of market structure in determining the eﬁ:ects on
processors and harvesters|bf|rationalizing a fishery, with the primary emphasis placed on
the effects of an IFQ program:in which quota shares are allocated only to harvesters.

hnoe of market structure and the balance of bargaining
- ‘onalization program, I review a recent analysis of the
BSAI inshore pollock fishgry that was prepared for the North Pacific Fishery

Management Council (H3ly{rden, Khakil, and Lawarrée 2000). The analysis

demonstrates that market E n e i3 critical in determining the distbutive owtcomes of
IFQ programs. Because =qu5! aracteristics of market structure differ greatly across
fishenies, the distributive !!i scts of rationalization policies require fishery specific
amalysis. It is concluded therefpre that decisions concerning the desirability of

mechanmisms to compens

size-fits-all” approach. || |

|

Next I discuss thejfa ' nales that have been advanced for compensating

processors for any losses [ihat fhey may incur as the resuit of a rationalization program.
My primary emphasis is of the argument that if processors are not compensated they may
block the implementation pf a rationalization program, with the result that the potential
efficiency gains from theprogram cannot be realized. I note that there are several
problems with this argunignt. ; [Fixst, attempts to block a program unless distributive

olutcomes are altered may Eimply reflect an attempt to increase the size of already positive
net benefits, rather than tofayold losses. Second, if harvesters become concemed that the
attempt to keep processor ! afe from harm will result in losses for harvesters, they may
also try to block implementation. Lastly, when efforts to hinder implementation are
rewarded, an incentive isi¢reated for increased obstructive behavior in the future.
P[] .
Following this general discussion, I consider two recently proposed concepts that
have received a considerafile Zmount of discussion in the context of rationalization
programs in North Pacifigiifistkries. One is that rationalization programs should satisfy
the criterion of being “Parpto igafe,” which requires that no fishery entities be made worse
as aresult of rationalizatign! The other is that an JFQ program should also involve the
allocation of Individuzl Prpeessor Quotas (IPQs) in what has come to be known as the
“two-pie” approach., i

The two concepts are inked in that the two-pie system has been advocated by
Meawlich and Sever (1999) as p feasible way of achieving Pareto-safe rationalization in at
least some policy-relevant sitiations. In particular, Matulich and Sever claimed to bave
proven that a two-pie allogatign would be Pareto safe in a bilateral monopoly, that is, a

|1
.' 1
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fishery with only one haryf
case would be applicable
bilateral monopoly. Howsa;
Halvorsen, Khalil, and
as a bilateral monopoly
inshore fishery’s market &g

monopoly is invalid,
bilateral monopoly, there|1s
safe.

that a two-pie system is 2
Mittelhammer, and Rebé

i)

&r and one processor, and asserted that their analysis of this

¢ BSAI inshore pollock fishery because it “emulated” 2

ko (2000), the characterization of the BSAI inshore fishery
y misleading because it ignored critical elements of the
e. Second, and more importantly, my testimony shows

er market structures for which the Pareto safety of a policy

en been asserted, no credence should be given to claims

olicy-superior initial allocation of rights™ (Matuhich,

396, page 112). Instead, the inclusion of IPQs in a fishery

Ifllh be viewed as simply one possible mechanism for

enhancing cutcomes for pfp

£S0Ts, bearing in mind that the possible outcomes under

IPQs have received very |

in any real-world fshery.

Evaluations of
rationalization program
processors is desirable,
balance of bargainmg pofer
compensation programs, gjv

G00"d BRCTH#

credible economic analysis and ave untested by expenience

s characteristics of the specific fishery, in particular the
and (i1) the relative merits of IPQs versus other possible

) lgr,d;-.numt:ctcstre.quireth,atIPQsorotherspecil':ic
israf be fincluded in future fishery management plans and
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My testimony
Quota (IFQ) programs sha
compensated for losses thih
will discuss in turn the congi
such losses, and the efficig
compensation.

of rationalization. The -!--4. i

!;

2s a feasible way of achi --'ii
situations by Professor S ,
Reberte 1996, Matulich ang

such an IFQ program on tt

1. Introduction

addy ejelc:lhe issue of whether the guidelines for Individual Fishing

might incur as a consequence of the introduction of IFQs. 1

uire explicit mechanisms 1o ensure that processors are

idns determining the probability, extent, and incidence of
‘ﬁd equity rationales that have been advanced in favor of

tion to two recently developed concepts that have
of discussion in the context of rationalization programs in

¢lis that rationalization programs should satisfy the criterion

uires that no fishery entities be made worse as a result
that an IFQ program should also involve the allocation of
Qs) in what has come 1o be known as the “two-pie”
linked in that the two-pie system has been put forward
areto-safe rationalization in at least some policy-relevant
ich and his co-authors (Mamlich, Mittelhammer, and

_ffects of IFQ Pro on eSSOrs

therdise, the phrase “TFQ program” will refer to a program in

-being of processors, it is critical 1o take into account the

which IFQs are allocated [ghlyjto harvesters. In analyzing and predicting the effects of
ill

specific conditions of the|f

One important s¢
first analyses to emphasizé th
introduction of an IFQ progr
Reberte 1996) assumed the

being considered.

hficgnditions concems the market structure of the fishery. The

(Plesha and Riley 1992, Matulich, Mittelhammer and
e fishery was perfectly competitive, the end of the race for

fish created excess procesfing|capacity with no alteynative uses, and the firms n the

industry were not vertica
versa). Given these ass

by an IFQ program becayse tf
Tdue of their capital.

would also lose part of the

However, if all othg
were vertically integrated
then processors could not
of the rationalization p:

fy o srated (that is, processors did not own harvesters or vice

they conclude that processors would be made worse off
would fail to obtain any of the rents from fish and

ircumstances were the same, but processors and harvesters

s for example in 2 fishery comprising onty factory trawlers),

nade worse off because they would receive the full benefits
(Mamilich and Sever 1999). In a mixed case, with some

processors vertically intedratet] and others not, the incidence of gains and losses might
differ by type of entity, with non-integrated processors being more susceptible to
suffering losses than integrated (Halvorsen, Khalil, and Lawarrée 2000).
3
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Pexfect competition|iis

part because of its analytica

from economic theory inclyde monopoly (a single harvester facing perfectly competitive
Processors), a monopson | gle processor facing perfectly competitive harvesters),
and 2 bilateral monopoly (4 srn e harvester facing a single processor). In the first case,
the monopolist would obtaip F‘l the net benefits of the fishery, in the second case the

monopsonist would, and i} h'n = third case the division of net benefits would depend,
ameng other things, on thelplrernative oppormunities available to the participants.

These three standaifd nbdels also have the advantage of analytical simplicity, but
are not in general directly thbitcable to the analysis of the effects of IFQ programs for
two reasons. First, the chafactaristics of the market structures of real-world fisheries are
more complex than such sihpl theoretical models imply. And second, if a fishery did
conform to one of these m s c1 lspecifications, then it would be expected to be capable of
maximizing aggregate ne 1‘r fits on its own, which would preclude the development of
a race for fish. For instantg ia foonopolist harvester would optimally allocate its fleet
over time rather than engaging|in a race to fish between its own vessels. Accordingly,
rationalization programs sich 3s an IFQ program would be redundant.

However, considelitior of these standard models does illustrate the wide range of
results possible with respédjt tojthe division of the net benefits of a fishery, and therefore
the need 1o take market stylictute into account when assessing the effects of an IFQ
program on the participamty in fhe fishery. Also, to the extent that a fishery being
considered for an IFQ prag s'ma has chatracteristics similar to a standard model, some
inferences may be drawn i ouf the probability that processors could be adversely
affected by the implernen ii- of the prograrn. For example, other things equal,
implementing an IFQ progtamlin a fishery with very few processors and many harvesters
is less likely to result inT dessor losses than in a fishery with many processors and

harvesters.

More generally, thése axamples suggest the importance of bargaining power

determining the distributi e bffects of an IFQ program, and therefore the need to use the
tools of game theory o as | he possible outcomes of a particular IFQ program. These
tools include cooperative h'! gaining theory (e.g., Nash 1953) and non-cooperative
bargaining theory (e.g., G ; orme and Rubinstein 1990). A recent example of an analysis
of a fishery using coopergfjve and non-cooperative bargaining theory is Halvorsen,
Khalil, and Lawarrée (200)). [This analysis, which was prepared on behalf of the North
Pacific Fishery Managerr } (Jouncil, considered the prospective distribution of net

l

benefits from rationalizatiin of the inshore sector of the Bering Sea/Aleutian Islands
(BSAT) fishery under the |4 metican Fisheries Act (AFA).
|
Although most of|the specific results of the amalysis are directly applicable only to
that particular fishery, a biief feview of the main elements of the apalysis is useful to
illustrate the issues involygd. [The review also will be useful as background for the
evaluation of the two-pie | Jogation, which was initially discussed in the context of the
mshore pollock fishery. |l ¢
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Halvorsen, Khalil)
standard economic model
fishery. For example, Wi
characterized as a single
firms in the main market
that Wilen’s apalysis sub
power, but that the fish

Ome reason given

cessors to behave as a
and legal difficuities asso
that the processors had n
2 monopsony. For exam;
on strike against several
was not a party to the ne
the strike too costly to bo
existence of the BSMA
monopsony, becauss its ¢
passive price takers.
capable of substantally

The existence of
Sever (1999), who argue
monopoly. They claim
by the marketing associ
unify even though they
Matulich and Sever were
mdependent catcher vess
against its own clients.

One senous factu

did not represent all of thetf

a party 10 the negonati
unanswered. First, why
processors’ lack of comm)
received price offers? S¢)

1

| awarrée evaluated, and rejected, the suitability of several
had been proposed for application in the inshore pollock
(1998) had argued that the inshore fishery was best
nopsony, in part because of the dominant position of two
imi products. Halvorsen, Khalil, and Lawamrée concluded
the hypothesis that processors had significant market
2§10t 2 MONOPSORY-
|
irejecting the conclusion of monopsony was that for the
qépsony they would have to overcome serious economic
with being a successful cartel. Also, there was evidence
fwiays acted in a united way, as they would have if they were
inthen the Bering Sea Marketing Association (BSMA) went
tegsors in 1999, the largest processor in the fishery, which
, had its fleet continue to fish, making prolongation of
members of the BSMA and their processors. The
ed against the conclusion that the inshore sector was 2
eciive bargaining is not consistent with harvesters acting as
,iad noted above, an effective monopsony would have been
izing the fishery withont the intervention of the AFA.

;

- - B

was considered especially important by Matulich and
it implied that the inshore sector was a single bilateral
e dissemination of price information to each processor
the course of negotiations allowed the processors 0
t sharing information among themselves. In other words,
irping that the BSMA, acting as the representative of
,! wittingly made it possible for the processors to unite

prablem with Mamlich and Sever’s analysis is that the BSMA

dependent catcher vessels, and the largest processor was not
, the theoretical analysis left two critical questions

d the marketing association not take advantage of the

ion and play one against the other by misrepresenting

d| even if it did not do 50, why would information on prices

be sufficient to allow the
difficulties hindering thei

Another criical
ignored the existence of
Marine Fishery Service
the total allocation of
harvesting sector imp

§00°d 88ETH

sors to overcome the other economic and legal
jor as a single agent?

e

b:'

téal problem with Marutich and Sever’s analysis is that it

tial verticat integration in the fishery. Based on National

the inshore sector. This makes the existence of a united
le, [because processor controlled vessels would be subject to
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il
i

conflict of interest isswes : d gould not be expected to consider only the effects on
harvesters of the results ofhegptiations with processors.

Furthermore, the ¢ g,re of vertical integration was not uniform across processors.
For example, two of the 1iigest processors, which together accounted for about two-fifths
of the total inshore caxch, er estimated to obtain more than eighty percent of their fish
from their own pmmmr vessels, whereas another large processor, with about
one-fourth of the total insk l ocation, obtained virtually all of its fish from
independent catcher vesss 5' 5. The differences in the degree of vertical integration implied
differences in the effects pf a4 given ncgoua;ed outcome, complicating any effort of the
processors or harvesters g act in unison.

Based on their ass
Matulich and Sever (199 -g'
implernented, and claimed
However, as discussed In

‘— !

the two-pie system unde ﬂat
conclusion that it would &
Furthermore, even if thei

been correct in theory, adybial

fishery was basedonah; s
structure,
Halvomen, halill. :1
evaluate the nature of corfpé : 3
power. They concluded {fe
advantages. The large paition)

ftlon that the inshore sector was a bilateral monopoly,
rec
tﬂlai it would result in a Pareto-safe distribution of net benefits.

bmmended that a two-pie rationalization approach be

on 5 below, Matulich and Sever’s theoretical anatysis of
eral monopoly is fandamentally flawed, and their

araptee a Pareto safe outcome is simply incorrect.
mnalysis of 2 two-pie program under bilateral monopoly had

by of this particular policy approach for this specific
misleadimg characterization of the fishery’s market

| Lawarrée (2000} used concepts from game theory to

Hon in the industry, and the resulting balance of bargaining
e processors had a number of important bargawning

of the harvest caught by processor controlled vessels

reduced the reliance of thifjvertically integrated processors on supply from independent

catcher VBSSS!S while zlsHipros
mdependent catcher vessgd
Also, because the proces J.
prohibited under the AF
viclding short-term gains e =
catcher vessels did have gpe
bargain as 2 group. Hov qr,
sobstantially more barga u;‘ r,,g

The Halvorsen, Kl
inshore po]lock fishery
of processing capacity, witic
in aggressive competitiox

LA I3

iding processors an informational advantage because the
ey bargained with did not own inshore processing plants.

sector was highly concentrated and new entry was

ors wounld be expected to realize that aggressive tactics
g unlikely to be profitable in the long-run. Independent

argaining advantage in that they were able to legally
it was concluded that on balance the processors had
power than independent catcher vessels.

i1} and Lawarrée anzalysis noted that rationalization of the
spected to result in a large increase in the effective amount

ould provide more opportunities for processors to engage
the long-term incentives for refraining from doing so

would remain. Therefor$ ey concluded that the rationalized fishery would be
characterized by “moderafi byt not cutthroat competition” arong processors.
These conclusionliconterning bargaining power were then applied to analyze two
alternative rationalizatiog|programs being considered by the Council: processor-specific
6
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cooperatives (an implicit proce
proposal for non-processagrspéci

Khalil, and Lawarrée con

independent catcher vessels

specific cooperatives.

processors in the inshore SA

analysis of the effects on
IFQs. However, it is imp

in this specific fishery. 3§

distributive ontcomes of lF
ibey
]

greatly across fisheries,
specific analysis. A

O CH

N

1

dexd that there was a significant probability that some

would be adversely affected by the requirement of processor-
also concluded that the Dooley-Hall proposal would be more

cr vessels, and less favorable to processors, than the

erning the relative bargaining power of harvesters and
pollock fishery would also have been relevant to the

7s of alternative rationalization programs including
to note that the conclusions were based on the conditions
be market structure is critical in determining the
grams, and the characteristics of market structure differ
ibutive effects of rationalization policies require fishery
f, decisions concerning the desirability of mechamsms to

compensate processors £ ---l;- otpntial losses, and the type of mechanism that is most

appropriate, should also
approach.

On the other hand,
processors should be comp
programs can be addressg
principal arguments that

considerations of efficien

This possible source of igh

Reberte (1996). Having

introduction of IFQs in a pe

losses could promote po

they are fully compensated

allocation of rights o bog

This argument
power in rationalized i
power to block efficien

Halvorsen, Khalil, and La
processors may in fact haye

fisheries,

0T0°d 8817

& fishery specific, rather than attempting a “one-size-fits-all”

basic principles underlying the recommendation that
for losses arising from fishery rationalization

general level. The following section discusses the

peen made in support of compensation based on

anid equity.

Rationales for ensation

d for compensating processors for possible losses is that not
uences for economic ¢Hficiency by creating

ion of efficiency-enhancing rationalization programs.

ency is emphasized by Matulich, Mittelhammer, and

ed that processors could suffer losses as the result of the

dctly competitive fishery, they note (page 112), “These

gridlock and jeopardize adoption of ar ITQ policy unless
istribation is avoided by a policy-superior initial

ywesters and processors.”

that processors do not have enough economic bargaining
ied 10 avoid losses, but do have enough political bargaining

analysis of the BSAI pollock fishery indicated,
pre bargaining power than harvesters in some real-world
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Therefore, a si
price of agreeing to ratio
to obtain a larger share o
are seeking to protect the;
utilizing mechanisms to

create pew impediments §¢
harvesters to fear that th )

The history of the

Rationalization of the BSi4

cooperatives. Processors
put them af a bargaining

reqmredthattheybepro

|

i

'n ip which processors seek rent-enhancing mechanisms as the
lization programs may simply reflect the desire of processors

es from suffering losses. Under these circumstances,

e the processors’ share of the net benefits could actually
g implementation of rationalization programs by causing
pld lose out from the implementation of the progzam.

:

> inshore sector expressed concern that cooperatives might
antage. In response, the AFA rules for cooperatives

processor was limited to i ¢ that were qualified for that processor, as determined by
where a catcher vessel hadp eviously delivered the largest share of its total catch.

In response, an ask [ peiakion of independent catcher vessel owners expressed
concern that the AFA rul !' foy] inshore eratives would harm them because of the
restrictions placed on whef 1IN ey could market their fish, and proposed an alternative set
of rules known a5 the Dopley-Hall proposal. Resolution of this conflict required
extensive hearings beford fhe North Pacific Fisheries Mansgement Council. In addition,
concerns were raised aboft thi effects of processor-specific cooperatives on smail entities
as defined in the Regulatom F exibihty Act.

Another possible (Hsag antage of responding to processors” resistance to the
adoption of a rationalizatjgr piogram by incorporating mechanisms to enhance their
position is that doing so qjighl{have adverse efficiency consequences in the longer run, If
it appears that policy maktrs are willing to appease opponents of rationalization by
enhancing their rewards, this #ill provide incentives for increased obstructive behavior in
the future, and thereby imerill the implementation of rationalization programs in other
fisheries. ]

The other principly rationale for compensating processors against possible losses
is that it would be inequitd 1ei not to do so. For example, Plesha and Riley (1992) and
Matulich, Mittelhammer,) av d eberts (1996) argue that there is a Fifth Amendment

“taking” issue if the ratio|

ition of a fishery results in losses for processors.

Without atempting

L]

ess the implied legal issues, some observations can be

made on whether investr !'- es from rationalization are inequitable from an

economic point of few. A
rationalization were made{wvit
chm
processors’ investment depi
pOSSibi]ity Ofvariﬁus al LA t

long-run equilibrivm o

for fish. Accordingly, in
between the various poss

Ti0"d 88ET#

seems untikely that the investments assumed to be at risk ffom
b the anticipation that the race for fish was certain to be the
cifor the fishery in question. Faced with an uncertain future,
igns can be assumed to have taken into account the

¢ stenamios, including regulatory policies 1o end the race
estnpent decisions would be optimized to reflect trade-offs

ple future outcomes. For example, there might be a trade-off
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between further increasing|invgstment in capacity in order to secure competitive
advantages by, for exampldl deferring the entry of new processing firms into the fishery,
versus the advantage of hs in githe smaller amount of capacity that would be optimal if
the race for fish were endefj. It|is not clear why losses that had been anticipated to occur
under a particular scenarigfshopld instead be compensated on equity grounds when that
scenario fmns out to be thellactial ontcome.

Another equity isspie
processing sector. For e : :, as noted above, in a processing sector comprising some
firms that are vertically-irfegrated and some that are not, the non-integrated processors
would be more suscept;“bl to shifering losses from rationalization than would the
hoice to not be vertically-integrated presumably reflects a
at faey obtained enough economic advantages by reframing
apacity to compensate for the increased risk of losses if the

fishery were rationalized. | [A dopting a policy to compensate all processing firms for
possible losses would ch e the anticipated benefits and costs of these business
decisions after the fact anf{jtheteby effectively discriminate in favor of the non-integrated
ﬁnns,pa;ﬂyatthecosto ATvESte:

MatuhchandSev 399) use the term “Pareto safe” to refer to the concept of a
rationalization program ..! ‘equitable in the sense of not redisfributing status guo ante

wealth of historical particfpants” (page 204). They then argue that if a rationalization
program is not Pareto saféll“pglitically powerful interest groups may form to block 2
switch to ITQ managemeny J pppardizing the efficiency benefits of rights-based fishing
{page 215). The desirabik =. , and feasibility, of relying on the concept of Pareto safety in
designing and evaluating e eTy rationalization polices is discussed in the following
section.

..I:L.!U_‘

4. Pareto Safe Rationalization

Although the term I' ;
Matulich and his co-authols,
economic policy analysts it

entially the same concept has been long known in the

| as the Pareto criterion. *The lagical criterion for
proving that a policy chan) e, or any other change, is beneficial was first stated by 2
nineteenth century Ia -!' ocifil scientist, Vilfredo Pareto. Pareto’s rule is very simple:
Program X improves the Helfdre of the society if it malkes at least one person better off
and no one worse off.” Fl mllich 1990).

The recommendat nbyMamlich and his co-suthors that fishery rationalization
policies shonld be requireq to be Pareto safe is equivalent to saying that they should
satisfy the Pareto criteriontl However, the Pareto criterion only provides information on 2
policy’s effect on economjc wilfare when the policy would result in no individual being
made worse off. A policy|that involved small losses to one individual, and Jarge gains to
many others, would fail i Pareo criterion, even though it might have a large positive .
effect on economic welfag. And virtually all feasible public policies result in at least one
individnal being made wyse ¢ff.
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This has led to the|general rejection of the Pareto criterion as a practical basis for
evaluating public policies E s Ng (1984, page 1033) summarizes, “The Pareto criterion is
widely accepted as a suffi "l condition for an improvement in social welfare, ...
However, most, if not all, E-!- anises in the real world involve making some better off and
some (no matter how smaf | thenumber) worse off. Thus the Pareto criterion in itself is of
little practical use.” |

The practical diffishlties of trying to implement Pareto safe fishery rationalization
policies can be illustrated|Hly considering the effects on individual harvesters of
implementing an IFQ program| Matulich, Mittelbammer and Reberte (1996, page 112)
indicate that an JFQ policH{iwotild be Pareto safe within the harvesting sector, becanse
“endowing individual harljesters with fully transferable, permanent, and exclusive fishing
rights is tantamount to assizning property rights over the fish stock...[an important
benefit]...arises out of gaifls frgm free trade in which more efficient users of the resource
are able to purchase rights[from less efficient users. Such trade fully compensates the
sellers.” While this is a refisomable summary of the efficiency arguments in favor of
IFQs, it does not provide L hasts for concluding that no individual harvesters are made
worse off.

There are at least fyo Ways 1 which individual harvesters can be made worse off
under an IFQ program. q it is not feasible to ensure that the original distribution of
guota ameng harvesters mhtchbs their actual participation in the fishery. For example, 2

standard procedure is 10 hak
period. If a participant’s hig

may not receive sufficien
history period is not fair)

individuals no longer acti
example, North Pacific Fj

not be the case (Anderson

It should be noted
allocation of individual p

an individual processor’si3
off the histonie period used to determine shares. .And fisheries

incapacitated during part
with 2 small number of

particularly susceptible .‘.’”

from fully compensating

Thus the Pareto 83

quota share allocations on catch history over some historic
gst was unusually low during all or part of that period he
buota to leave him as well off as before. Similarly, if the catch
recqnt, a large proportion of the guota shares may go to

e in|the fishery rather than to those currently active (see, for

y Management Council 2002, Appendix 2-7, page 8).
Second, the assumption |
on the implicit assumptio y

at the price of quota will fully compensate the sellers depends
ar the market for quotas is perfectly competitive, which need

at similar issues conld arise in a program involving the
quotas. The allocation of the quotas might not refiect
4l participation in the fishery, for example if 2 facality was

DAL ]

ing firms, or a few large and many small finms, are
narket imperfections that might prevent the price of 2 quota
e seller.

fe concept is not of much practical help in evaluating the effects

of fishery rationalization ! ogfams at the individual participant level. Matulich and his

co-authors in fact rarely rafe

focus on Pareto safety at

£€10°d 88¢1#%

o applying the Pareto safe concept at this Ievel, but instead

& lgvel of the agpregate harvesting and processing sectors. In
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particular, as noted abovejin section 3, they suggest that a rationalization policy is
unlikely to be adopted if it|woyld create uncompensated losses for the processing sector.

and Reberte (1996, page 126) speculate that a Pareto

Matulich, MitteThammsg

proposals, referring to the firstjone as a “one-pie spht allocation.” They first consider the
application of the one- pie allacations to a fishery that is perfectly competitive
and conclude that neither|type of allocation is capable of providing policy feasible Pareto
safe outcomes. They them|consider the application of these allocations o a bilateral

monopoly, after assertingjthat the BSAT inshore poliock fishery “appears to emulate
bilateral manopoly” (pag? 212). The one-pie allocation is again concluded to not be
capable of providing poli i feasible Pareto safe outcomes. However, they claim to prove

that the two-pie system W
the level of individual pagticipants. The validity of this remarkable claim is discussed in

assumnpton that the bilateml monopoly would be able to negotiate an ex vessel price that
maximized joint profits uffder conditions of a race for fish, but would be mmable to
negotiate rationalization measyres that would end the race for fish and thereby increase
the potential joint profits.
bilateral monopoly’s abill
assumed that the race for
program.

y to|maximize jomnt profits. Instead it is simply waplicitly
fish ¢an be ended only by an extemally imposed rationalization

In their analysis offthe fwo-pie allocation, efficiency is assumed to be attained
through quota trading, ang to be independent of the bargained ex vessel price. In
particular, they note that fie ex vessel price might be outside of the Pareto safe range.
However, they argee thatithe dctual price will fall within the Pareto safe range becanse

“While the efficient price does not guarantee Pareto safety, intrinsic
bargaining behavipr skould, provided the bargaining association is
responsive 1o the well being of its entire membership. Bargaining agents
have internal incantives to negotiate a price that not only maxirnizes joint
profits (efficiency) piso leaves no member worse off. ...at least one
Pareto-safe pricelaxists — the open access exvessel price, P?.. A4s long as

11
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settling on a rent sharethat implies P as the ex vessel price. Thus, there
are no functional pnpediments to achieving an efficient price that is also
Pareto safe.”

the parties desire qge ch a Pareto-safe agreement, they can do so by

Matulich and Sevér then use the Nash (1953) bargaining solution concept to
indicate how the rent shares might be determined, given that “the bargaining agents are
assumed to act $0 as to leave np member worse off under TTQs relative to open access™
(page 214). Thus solutioniof the Nash model does not form part of the proof, but instead
is performed under the as$pmmpition that the price must fall with the Pareto safe range.

In short, their “prgof” neally just consists of the assumption that bargaining agents
will want and be able 16 & es that are Pareto safe for all their members. This
assumption is merely assefted,) rather than derived from economic theory, and is unlikely
to be satisfied in a real-wiirld fishery, in which each side would contain possibly large
numbers of heterogeneou| participants. It is not obvious, and Matulich and Sever do not
suggest, how such a diffighlt principal-agent problem in each sector could be structured
so that the agent is constrigined to leave no member worse off.

Even if it is assunbéd for the sake of argument that both sides of the bilateral
monopoly desire agreements that are Pareto safe as among their own members, a Pareto
safe price need not be the] putchme of the bilateral monopoly negotiation. This can be
demonstrated using a Nash bafgaining model with the outside options for both sides
correctly specified. .

To determine the putside option for the harvester sector of the bilateral monopoly,
consider what its alfematjye would be if it did not reach an agreement with the processor
sector. Because it wouldhave IFQs it could harvest the fish, but the processor sector
could simply refuse to processthe harvest. Therefore the outside option for the harvester
sector is zero rent. SirnilaHy, the harvester sector could threaten to not fish, so that the
outside option for the prodessdr sector is also zéro rent, assuming that it has no processor
controlled vessels. With thesd outside options, there is no reason to assume that the
bargaining outcome would be [Pareto safe. And if the processor sector dogs have
processor controlled vessgls, the outcome could be very mnfavorable for harvesters, as
shown in Halvorsen, Khdlll, ahd Lawarrée (2000).

To summarize, Mdtuli¢ch and Sever’s claim that they have provided a proof that a
two-pie allocation would/be Pareto safe under hilateral monopoly is invalid, and there is
no other market structure for which this elaim has even been made. Therefore, no
credence should be given 1o cleims that a two-pie system is a “policy-superior initial
allocation of rights” (Matlich, Mittethammer and Reberte 1996, page 112). Instead, the
inclusion of TPQs in 2 fishery rationalization program shouid be viewed as simply one
possible mechanism for gnhancing outcomes for processors, bearing in mind that the
possible outcomes under|JPQq have received very little credible economic analysis and
are untested by experience in any real-world fishery.
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pprppriateness of allocating IPQs as part of a specific

uld incluede (i) an assessment of whether compensation for
en the characteristics of the specific fishery, in particular the
#nd (ii) the relative merits of IPQs versus other possible
compensation programs, given|the characteristics of the specific fishery.

Evaluations of the

Accordingly, it is le that regional councils have flexibility in deciding
whether, and how, pro¢ thould be compensated for possible losses arising from a
fishery rationalization Pur'l ard. Therefore, I recommend that the national standards for

fishery conservation and ement not require that IPQs or other specific
compensation mechanismis be jncluded in future fishery management plans and

regulations.

1Y
o
o
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ERRATA to Bering Sea Crab Rationalization Program Alternatives - Initial Review

Allocations of Shares to Caticher/Processors

Two tables contain errors concerning the number of catcher/processors that would receive allocations under
the different allocation options. The following table replaces Table3.4-2 in the analysis. The original table
undercounted the number of catcher/processors that would receive processing shares, instead showing the
number of companies owning catcher processors that would receive shares.

Total afiocation Number of
of processing  calchet/processors
shares receiving
to processing
Fishery/Option catcher/processors shares

|Bering Sea Opilio

Optlon 1 - 1997 - 1999 (Three year average) 0.069 12

Option 2 - 1986 - 2000 (Best of 4 seasons) 0.070 _ 14
[Bristol Bay Red King Crab o

Option 1 -1997 - 1989 (Three year average) 0.081 11

Option 2 - 1996 - 2000 (Best of 4 seasons) 0.079 11
|Bering Sea Bairdi (EBS Tanner Grab)

Option 1 - 1997 - 1999 (50/50 combination of BERKC and opilic 0.075 12
|Pribilof Red King Crab

Oplion 1 -1998 - 1998 (Three year average) 0.000 0
Pribilof Blue King Crab

Opfion 1 -1986 - 1998 (Three vear average) _ 0.000 0
St. Matthew Blue King Crab T

Option 1 - 1996 - 1998 (Three year average) * 3
Eastern Aleutian Islands (Dutch Harbor) Golden King Crab

Option 1 - 1996/1997, 1997/1998, & 1998/1999 (Three year average) * 2

Option 2 - 1996 - 1898 (Best of 4 season) * 3
Western Aleutian Islands (Adak) Golden King Crab

Option 1 - 1996/1997, 1997/1998, & 1998/1999 (Three year average) * 3

Dption 2 - 1996 - 1998 {Bes! of 4 season) v 3

* Withheld due to confidentiality requirernenits.
Source: NPFMC Crab Database 2001 - Vegsion 1

GAcrab\draftApril Draferrata.wpd 1
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Table 3.4-2. Allocation of processing shares to catcher/processors.

The following table replaces Table 3.4-14 in the analysis. The original table undercounted the number of
catcher/processors that would receive catcher/processor shares.

Numberof Vessels

Qualified for

Cateher/Procaessor

Fishery/Option Shares

[Bering Sea Opilio
Qption 1A -1994 - 1999 (Best 5§ seasons)
QCption 2A - 1992 - 1999 {Best7 seasons)
Coption 3A -1995 - 1999 {All seasons)
O ption 3B - 1995 - 1999 {Best 4 seazsons}
QOption 4A -1996 - 2000 {(Best 4 seasons)
Bristol Bay Red King Crab

Option 1A -1993 -199¢ {Allseasons)

Qplioh 1B - 1992 - 19989 {Best 4 seasons)

Oplion 2A -1993 - 1599 (All seasons)

D plion 2B - 1992 - 1999 {Best 5 seasons)

Opilion 3A -1996 - 2000 (Best 4 seasons)
Bering Sea Bairdi (EBS Tanner Crab)

ODption 1A -1992 - 1996 (All seasons)

O ption 1B - 19582 - 1996 (Besl 4 seasons)

Option 2A -1991-1902 - 1596 {Besl 5 seasons)
JPribilof Red King Crab
Option 1A -1983 - 1998 (Best 4 seasons)
Optien 2A -1994 - 1998 (Aliseasons)

Ogtiun 2B - 1994 - 1588 !Drog one season)
Pribilof Blue King Crab

Option 1A -1953 - 1998 (Best 4 seasons)
St. Matthew Blue KiIng Crab

Qption 1A -19293 - 1998 (Best 4 seasons)

Option 2A - 1984 - 1998 (Allseasons}

Option 2B - 1994 - 1998 (Drop one season)
Eastern Aleutian Islands (Dutch Harbor) Golden King Crab

Option 1A -1982-1993 to 1998-1999 {All seasons)

Option 1B -1992-1983 to 1998-1999 {(Drop one season)

O ption 2A -1995-1998 to 1998-1999 (Allseasons)

QOption 28 -1995-1996 to 1998-1999 {Drop one season)

Option A -1995-1987 to 1998-1999 {Allseasons)

O ption 3B -19956-1997 to 1988-1999 {Drop One season)
i Option 4A -1996-1997 to 2000-2001 (Bestd4 seasons)
Western Aleutian Islands (Adak) Golden King Crab

QOption 1A -1992-1893 10 1998-1999 (Allseasons)

O ption 1B -1992-1993 1o 1998-1999 (Drop one seascn}

QOption 2A -1995-15896 to 1998-1999 {All seasons)

Oplion 2B -1995-1098 to 1898-1888 (Drop one Season)

Opticn 3A -1996-1897 to 1988-1999 (Allseasons)

Option 3B -1996-1897 to 1998-199% (Drop one season)

O ption 4A -1896-19987 to 2000-2001 (Besi 4 seasons)
GHL Split EAl (Dutch Harbor)/W Al (Adak) Gelden King Grab

Option 1A -1992-1903 to 1988-1999 (All seasons)

Option 1B -1992-19393 to 1938-1999 {(Drop one season)

QO ption 2A -1995-1956 to 1988-1999 (All seasons)

O ption 2B -1995-19936 to 195%8-1999 (Drop one season)

O ption 3A -1996-1987 to 1998-1999 (Allseasons)

O ption 3B -1996-1997 to 1398-99899 {(Drop one 5eason}

O ption 4A -1996-1897 to 2000-2001 (Best 4 seasons)
Western Aleutian Islands (Adak) Red King Crab

Onption 1A -1992 - 1996 (Allseasons)

Option 1B -1992 - 19906 (Best2 sgasans)
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Analysis of AFA Processor Sideboards

The following table should be substituted for Table 3.10-9. This table is updated for a calculation error for
Option 2 qualifying years and also includes the allocations of processing shares to AFA processors under the
option with catcher/processors receive “catcher/processor shares” instead of processing shares.

Since most catcher/processors are not affiliated with AFA members, under the option in which
catcher/processors receive “catcher/processor shares™, allccations to AFA processors are higher. In the
Bering Sea C. opilio fishery AFA processors would receive slightly smaller allocations under Option 2 than
under Option 1. Under both options their total allocations slightly exceed the total of the AFA sideboard caps.
In the Bristol Bay red king crab fishery, the allocations to AFA processors under Option 2 are also slightly
less than the allocations under Option 1.

Only under the allocation option with catcher/processor shares would the allocation to AFA processors
exceed the AFA sideboard cap. In the Bering Sea C. bairdi and the Pribilof blue king crab fishery, the
allocations to AFA processors would exceed the sideboard cap under both the option with catcher/processor
shares and the option without catcher processor shares. On the other hand, the allocation to AFA processors
in the Pribilof red king crab fishery is less under than the sideboard caps under both the option wnth
catcher/processor shares and the option without catcher/processor shares.

In the St. Matthew blue king crab fishery and both of the Aleutian Islands golden king crab fisheries, only the
allocations with catcher/processors receiving processing shares can be shown (to protect the confidentiality
of the few catcher/processors participating these fisheries). In the Western Alentian [slands golden kang ¢rab
fishery, the allocation to AFA processors is approximately 20 percent less than the AF A sideboard cap. This
is likely aresult of substantial catcher/pracessor activity in this fishery. In the Eastern Aleutian Islands golden
king ctab fishery, the allocation to AFA processors is less than 2 percent more than the cap under either of
the qualifying year options, while in the St. Matthew blue king crab fishery the allocation to AFA processors
is approximately 3 percent less than the AFA sideboard cap.

Gacrab\draftApril Draftverrata.wpd 3



Table 3.10-9. AFA and non-AFA split of processing allocations by fishery

Allocation with
coteeI I OLESSOrS Alfocation with
receiving catcher/processor catcher/processons AFA
__ shares receiving processing shares  Sideboands
Non AFA Nonr AFA
| — Fishery/Option Frocessars  AFA Processors  Processors  AFA Processors
Bering Sea Opilio
Option 1 - 1997 - 19939 (Thyee yaar avenge) 0.286 0714 0322 0678 0653
Optian 2 - 1596 - 2000 (Best 4 ssasons) 0.297 0.703 0333 667
Eristet Bay Red King Crab
Opfian 1 -1997 - 1999 (Three year average) 0.2069 073 0.238 0762 0784
Oypriian 2 - 1996 - 2000 {Best 4 saasorrs) 0.233 0.767 02650 0.740 i
Bering Sea Baird) (EBS Tanner Crab)
i combination of BERKC and epifia 0248 0752 Q.250 0.720 0.688
a7 0883 0.317 0.683 Q.73
Pribilof Blue King Crab T ~
1 -1996 - 1988 0.293 _0.707 0.283 0707 0.641
St. Matihew Biue King Crab
Option 1 - 1956 - 1998 (Three vear avemoe) v * 0.392 0.608 0.641
Eastern Aleutizn Iglands {Ditch Harbor) Gelden King Crab -
Option 1 - 195961997, 1997/1988, & 19581990 (Three yoar average) * ' 0.486 0.514 0.4%6
Option 2 - 1996 - 2000 (Eedt 4 seasons) ° - 0.4%4 0.908
Westemn Aleutian Islands {Adzi) Golden King Crab ~
Option 1 - 1996871997, 19971989, & 19981929 (Three year average) N : 0.681 0318 0,495
Option 2 - 1996 - 2000 {Best 4 seasons) * " 0.670 0.330
* Withheld due to confiderntizfity requirements.
Source; NPFMC Crab Database 2001 - Version 1
Gi\crab\drafdApril Drafterrata. wpd 4



Total Revenue
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82% of Processors
Lost Retained et §1_°3'9'!
Revenues

92-93 99-00

Total Revenue
M B

97% of Processors
Lost Retained
Revenues

92-93 99-00

- Figure 2. Changes in Industry-Wide Total Revenue Before and After
Alaska Halibut and Sablefish IFQs: Impacts on Processors’

Gross Operating Margins.
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_ArFigure 2. Changes in Industry-Wide Total Revenue Before and After
Alaska Halibut and Sablefish IFQs: Impacts on Processors’

Gross Operating Margins.
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1101
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76.9
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58.3-100

81.9
70.8-100
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58.3-100

|
88.6
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1464
1157-5123

1307
na

na

93.1

na

1381
na

Table 1. Comparison of Alternative Concentration Iindexes for Pre-IFQ (1992-1993) Halibut and
Sablefish Processing and for 1999-2000 Red King Crab and Opilio Crab Processing.
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North Pacific Crab Association
4335 Leary Way NW
Seattle, WA 98107
April 8, 2002
Bering Sea Crab
Processor Cost and Revenue Information

Fisheries cost and revenue information is relevant to the crab rationalization discussion
for several reasons. Historical information sheds light on the relative positions of the
various sectors from a financial perspective. The data derived from activities post
rationalization can assist the Council and the public in reviewing whether the goals of the
program have been achieved, and can be useful in making adjustments as needed to
refine the program.

Obtaining accurate cost and revenue data can be difficult, time consuming and expensive.
Much of the data is highly sensitive and treating it in a manner to preserve confidentiality
is iportant to the suppliers of data. Cost and revenue information can also easily be
misunderstood or, when taken out of context, misused. It is therefore critical that the
Counctl provide an appropriate collection, collation and filtering system to address
legitimate concerns about the dissemination and use of the data.

The processing sector understands that cost and revenue information will be a component
to a rationalization program that includes the processing sector. The processing
companies involved in the NPCA volunteered at the February, 2002 NPFMC meeting to
provide cost and revenue information to ensure that the Council has the tools it needs to
structure, and adjust, a rationalization program for the BSAI crab fishery.

In order to provide a glimpse into the process to gather and collate such data, and to
provide the Council with some preliminary, though not complete, data to use in its
deliberation, the processors elected to voluntarily provide summary cost and revenue
information.

Procedure:

Facilitated by the North Pacific Crab Association, six processing firms engaged in the
BSAI crab fisheries supplied a neutral CPA firm {Moss Adams LLC) with detailed
variable cost and revenue information for the Bristol Bay red king crab and Opilio
fisheries. Moss Adams in turn compiled the data, accomplished a conversion of revenue
and cost information to a harvest year basis, with all data provided in an FOB Alaska
format.

Moss Adams was sclected to compile the data because it is auditor for most of the firms
involved, and could therefore easily review the data for accuracy. Data from other
sources were subjected to a review for accuracy, but were necessarily limited in scope
and number to achieve an initial data submission for the April Council meeting. Not all
firms were invited to participate at this stage because of the need to limit the amount and



scope of data considering our goal of providing some information to the Council at the
April, 2002 meeting. For these reasons, the six firms selected, and only those firms, were
requested to provide data.

Each participating firm was provided an identical working sheet and set of instructions to
supply the data requested. The data was to be provided for each year 1996 through 2000,
a period of both large and small harvests, separated by species. The firms posed
questions for the categonzation of cost or revenue data; in this way we were able to
address common problems to ensure that the participating firms treated information
consistently.

Revenues to be reported included all revenues from FOB the point of sale, net of
commissions paid to independent brokers or sales agents. Consequently, the reported
revenues include sales FOB plant and sales FOB other points such as Seattle. Itincludes
the sale of production as produced in Alaska and sales of repacked or re-graded product.
Moss Adams was able to calculate an FOB Alaska sales amount by subtracting from
these revenues the amount of freight of product to the sales point, and cold storage,
handling and repacking costs incurred by the processor. With the exception of a very
small amount of product, all production was sold the year of harvest; the small amount of
inventory not sold at year-end was reported based on the average sales value achieved
during the year.

Costs reported were variable costs only; those costs included any cost that varied based
upon the quantity of production. It excluded any costs that were fixed or unaffected by
volume. Examples of costs that were excluded are salaried personnel, depreciation, costs
of financing, any overhead costs, sales expenses, repair and maintenance expenses and
the like. These costs were excluded because such costs must be allocated by activity, and
it would be an arbitrary assignment of such costs to a particular fishery activity.

The data reported to you states costs netted back to those incurred FOB Alaska to
correspond to the FOB Alaska revenues also reported. Thus, for example, the costs of
freight of production to the point of sale, cold storage and handling and cost of repacking
are excluded from the calculations.

The difference between variable costs and revenues amount to the contribution to the
processor for non-variable costs, overhead and profits, and are sometimes called the
“quasi-rents” derived from the fishery. They do not by themselves imply a profit (or a
loss) for the processor.



Processing Costs and Revenues Worksheet

Company Name

Production Facility Name

Species (Circle One) Opilio Bristol Bay Red King Crab
Year of Production (one sheet for each year, 1996-2000)
Location of production (circle one) Islands Dutch

Pounds Purchased

Finished Pounds

Revenues (total dollars received)

Are revenues stated on a FOB-plant basis, C&F, both or other basis?

Variable costs (see notes for definitions):

Payments to fishermen

Taxes paid by processor for raw crab purchases

Custom processing fees you paid

Direct Labor costs

Observer costs (including transportation)

Utility costs (including fuel)

Housing, transportation and food

Packaging materials and supplies

Freight of production

Storage and handling of production

Cost of repacking




DO NOT INCLUDE ANY FIXED OR OVERHEAD COSTS IN THESE COST
CATEGORIES.

Notes to Cost of Production Worksheet:

Variable costs are direct costs that vary with both season length and volume of
production,

If you had product custom processed by another plant, include the revenues from
the sale of production and report the custom processing fees you paid on the
appropriate line.

If you custom processed product for someone else, exclude the variable costs and the
revenues associated with that production.

Revenues should include all receipts from the sale of finished products, including
products repacked by you or for your account after initial production. Revenues
should be net of any brokerage fees paid to any independent broker making the sale
on your behalf.

Direct labor costs EXCLUDES management or salaried labor, but includes all costs
of processing labor, such as employer taxes, employer paid insurance, 401k
contributions of employer in addition to the wages paid. The insurance costs should
include any insurance related to direct labor; health (if any) insurance, worker’s
compensation or Jones Act coverage, including payment of deductibles or claims if
self insured.

Utility costs include public or privately supplied utilities, including fuel, water,
power, and sewer,

Housing, transportation and food category should include any expenses incurred for
processing labor not listed in the labor category. It may include for example
employer supplied special clothing, airfares, medical costs paid by the employer but
not covered by insurance.

Packaging materials and supplies should inclnde fiber, banding materials, shrink-
wrap, pallets, labels and anything else required to enclose and ship the finished
product. This category should also report the cost of shipping packaging to the
plant. Processing expendables of any sort are included in this category.

Freight of production. This should be zero if you reported sales on an FOB plant
basis. If you reported sales from a different delivery point, the cost of freight and
handling to that delivery point should be reported here. For example, sales that are
FOB Seattle would include the freight from the plant to Seattle, and the cost of that
freight would be reported on this line.



Storage and handling of production should include cold storage and handling costs
incurred by you prior to sale.

Costs of repacking should include all charges associated with repacking crab that
are sold by you after repacking.



NORTH PACIFIC CRAB ASSOCIATION

BERING SEA OPILIO CRAB
CATCHER VESSEL COSTS AND REVENUES
AND
BERING SEA RED KING CRAB
CATCHER VESSEL COSTS AND REVENUES

HARVEST YEARS
2000, 1999, 1998, 1997, 1996



North Pacific Crab Association
Bering Sea Opilio Catcher Vessel Costs and Ravenues
Harvest Periods ending December 31, 1996, 1997, 1998, 1999 and 2000

1996 1997 1298 1999

Annual Harvest in Pounds 64,363,158 147,179,683 240,433,650 182,678,507
Percentage of Annual Harvest

Represented 3.28% 3.26% 3.26% 3.85%
Revenues per Delivared

Pound $1.29 $0.76 $0.56 $0.95
Total Variable Costs as a

Percentage of

Total Revenues 48% 51% 54% 49%
Total Variable Costs per

Delivered Pound $0.62 50.38 $0.30 $0.46

2000

30,258,170

3.18%

$1.85

49%

$0.90

Total

634,913,168

3.43%

$0.85

50%

$0.43



North Pacific Crab Association
Bristol Bay Red King Crab Catcher Vessel Costs and Revenues
Harvest Perlods ending December 31, 1996, 1997, 1998, 1999 and 2000

1996 1097 jogg 1999 2000 Total

Annual Harvest in Pounds 8,319,611 8720403 14,120487 10,949,856 7,468,240 49,578,597
Percentage of Annual Marvest

Represented 4.66% 4.22% 6.54% 7.05% 4.74% 5.67%
Revenues per Delivered

Pound $4.00 $3.25 $2.65 $6.77 $4.79 $4.18
Total Variable Costs as a

Percantage of

Total Revenues 46% 54% 47% 44% 48% 46%
Total Variable Costs per

Deliverad Pound $1.82 $1.74 $1.25 $2.73 $2.29 $1.93



Crab Harvesting Vessel

Cost and Revenuae Worksheet
Vessel Name
Species (Circle One) Opilio Bristol Bay Red King Crab
Year of Harvest (one sheet for each year, 1996-2000)
AFA qualified? Yes No (Circle One)
Pounds Sold
Revenues (total gross amount)

Variable Costs (See Notes For Definition)

Fuel, oil, hydraulic fluids

Insurance

Crew costs

Bait

Gear Expenses

Fisheries related taxes

Observer costs

Miscellaneous

Notes:

INCLUDE VARIABLE COSTS ONLY. DO NOT INCLUDE ANY FEXED COSTS
IN THE COST DATA,

Fuel should include fuel from the beginning of the voyage to its termination,
regardless of the origination and destination port. It should be the same fuel
expense used to calculate the net revenues for crew share calculation,

Insurance costs are included only if they are specifically for the crab fishery. If Hull
and Machinery is paid on a year round basis, for example, do not incinde it. If it is



bought month to month, and crab fishing is the only activity for the month, then
include the cost. P&I should be reported here on the same basis as Hull and
Machinery.

Crew costs should include crew share, airfares (if paid by the boat owner), food (if
paid by the boat owner), and any gear provided for the crew (if paid by the boat
owner),

Gear expenses include any expendables used during the season, including any
amount for pot loss.

Kisheries related taxes would be the line for any taxes deducted directly from the
gross receipts of the vessel. Sales tax and ASMI tax are two examples.

Observer costs should include travel, insurance, food, ete, plus the cost of the
observer,

Miscellaneous costs are any variable costs not captured by the specific categories
listed. Examples might include port and harbor charges. Do not include pot
storage costs, but do include the cost of transporting pots to and from storage for
the season,
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ACCOUNTANT’S REVIEW REPORT

To the Directors
North Pacific Crab Association

We have reviewed the accompanying schedules of Bering Sea Opilioc Crab Processing
Costs and Revenues and Bristol Bay Red King Crab Processing Costs and Revenues of
members of the North Pacific Crab Association for each of the five harvest periods ended
December 31, 2000, 1999, 1998, 1997, and 1996. Management of the participating
members indicated in Note 1 is responsible for the schedules.

Our review was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. A review is substantially less in scope
than an examination, the objective of which is the expression of an opinion on the
schedules of crab revenues and costs. Accordingly, we do not express such an opinion.

Based on our review, nothing came to our attention that caused us to believe that the
accompanying schedules of Bering Sea Opilio Crab Processing Costs and Revenues and
Bristol Bay Red King Crab Processing Costs and Revenues are not presented, in all
material respects, in conformity with accounting principles generally accepted in the
United States of America.

/Vlm Acway LLpP

Seattle, Washington
April 5,2002

Rowland

INTERHATIOHAL

An assotiation of independent 1
accounting firms throughout the world.



NORTH PACIFIC CRAB ASSOCIATION
BERING SEA OPILIO CRAB PROCESSING COSTS AND REVENUES
HARVEST PERIODS ENDED DECEMBER 31, 2000, 1999, 1998, 1997 AND 1996

1996 1997 1998 1999 2000 Total

Anmnual Harvest in Pounds 64,363,158 117,179,683 240,433,650 182,678,507 30,258,170 634,913,168
% of Annual Harvest

Represented 30% 36% 41% 41% 43% 39%
Revenues Per Finished Pound $ 344 3 2.38 5 2.14 $ 2.97 $ 4.55 b 2.66
Payment to Fishermen Per

Finished Pound $ 2.14 5 1.25 b 0.89 5 1.59 $ 290 3 1.37
Payment to Fishermen as a

Percentage of Total

Revenues 62% 53% 42% 53% 64% 51%
QOther Variable Costs Per

Finished Pound $ 0.73 b .55 $ 0.44 $ 0.48 3 0.79 $ 0.52
Other Variable Costs as a

Percentage of Total

Revenues 21% 23% 21% 16% 17% 19%
Total Variable Cost Including

Fish Cost Per Finished

Pound $ 2.87 $ 1.80 $ 134§ 2.07 5 3.69 3 1.88
Total Variable Costs Including

Fish Cost as a Percentage

of Revenues 84% 75% 62% 70% 81% 71%

See accountant’s review report and accompanying notes. 2




NORTH PACIFIC CRAB ASSOCIATION
BRISTOL BAY RED KING CRAB PROCESSING COSTS AND REVENUES
HARVEST PERIODS ENDED DECEMBER 31, 2000, 1999, 1998, 1997 AND 1996

1996 1997 1998 1999 2000 Total

Annual Harvest in Pounds 8,319,611 8,720,403 14,120,487 10,949,856 7,468,240 49,578,597
% of Annual Harvest Represented 40% 34% 40% 37% 40% 38%
Revenues Per Finished Pound $ 830 % 646 3 565 § 11.59 $ 9.12 $ .04
Payment to Fishermen Per Finished Pound § 6.21 3 504 5 429 8 9.80 $ 7.45 $ 6.40
Payment to Fishermen as a Percentage

of Total Revenues 75% 78% 76% 85% 82% 80%
Other Variable Costs Per Finished Pound  § 0.75 $ 0.67 3 0.69 :) 0.97 $ 0.88 $ 0.79
Other Variable Costs as a Percentage

of Total Revenues 5% 10% 12% 8% 10% 10%
Total Variable Cost Including Fish Cost

Per Finished Pound $ 696 § 5.71 $ 498 % 1077 § 833 8 7.19
Total Variable Costs Including Fish Cost

as a Percentage of Revenues 84% 88% 88% 93% 91% 39%

See accountant’s review report and accompanying notes. 3




NORTH PACIFIC CRAB ASSOCIATION
NOTES TO SCHEDULES OF PROCESSING COSTS AND REVENUES
DECEMBER 31, 2000, 1999, 1998, 1997 AND 1996

Note 1 - North Pacific Crab Association

The North Pacific Crab Association (the Association) is a non-profit organization formed to
promote the interest of Alaskan crab processors. The schedules of crab processing costs and
revenues of the Association have been prepared based on information provided by members of
the Association and include; Icicle Seafoods, Inc,, Westward Seafoods, Inc., Norquest
Seafoods, Inc., Unisea, Inc., Yardarm Knot, Inc., and Snopac Products, Inc.

Note 2 - Basis of Presentation

Harvest Period - Amounts reported in the accompanying schedules are reported on the harvest
period basis, which is defined as the operating cycle in which the product was harvested and
processed.

Bering Sea Opilio Crab - Amounts presented for opilio crab include activities of the members
in the Pribilof Islands and Dutch Harbor, Alaska.

Bristol Bay Red King Crab - Amounts presented for king crab include activities of the
members in Dutch Harbor, Alaska.

Processing Costs - Variable processing costs include production costs, exclusive of raw
product costs, on a FOB Alaska basis and therefore, do not include any costs to transport the
product to market or cold storage related costs.

Finished Pounds - Finished pound calculations are based upon the actual finished pounds of
production of the participating members.

Annual Harvest - Amounis reported for the “Annual Harvest” are derived from the initial
review draf of the “Bering Sea Crab Rationalization Program Alternatives Report” (March
2002, pages 88-89, tables 2.3-1 and 2.3-2), prepared by the North Pacific Fishery Management
Council.
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NORTHLAND FISHERIES, INC.

130 Nickerson St. Suite 212
Seattle, WA 98109
(206)285-5100
Fax (206)285-9054

1-25-02

\r. David Benton
("hairman

vorth Pacific Council
<0, Box 20735
..neau, Alaska 99802

Dear Mr, Benton:

t sent a letter to you on November 25th, 200] outlining our position regarding the BSAT
.rab fishery rationalization process. 1intended to give public testtmony during the last
North Pacific Council meeting in reference to the letter I sent, but was unable to attend
iue to a family member matter,

i will be at the next council meeting and would like to bring these matter back to your
atlention prior to the council meeting, Along with this letter 1 have included for your
-eview the letter | had sent on 11-15-01. If you have any comments or questions prior to
.he council meeting I would appreciate either a phone call or e-mail regarding any issues

ou might have. I will be in my office all next week and would appreciate the opportunity
‘0 speak to you by phone, 1 have included my numbers so you can contact me with a time
when we could speak. My e-matl address 1s mmaring@polmarfisheries.com, office
~umber (206)285-5100 and fax (206)285-9054.

Best Regards,

Mark F. Manng
President
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NORTHILAND FISHERIES, INC.

130 Nickerson St. Suite 212
Seattle, WA 98109
(206)285-5100
Fax (206)285-9054

11-25-01

Mr. David Benton
Chairman

North Pacific Council
0. Box 20735
Juneau, Alaska 99802

Jear Mr. Benton:

[ am addressing this letter to you regarding the current proposals that address and outline
which processors will be awarded the opportunity to continue to participate in future
{3SAI crab fisheries once rationalization has been implemented. The structure envisioned
by the options under consideration, at least those of which I am aware and have had the
spportunity to read and review to date, appears to seriously discount any consideration of
:he contributions of past participants and focuses the potential benefit almost entirely on
current participation. As a continuous participant in the BSAT crab fishery since 1988 I
tind this highly inequitable. Additionally, due to the specific circumstances of our
situation, the extremely narrow “eligibility” criteria of only 1998 or 1999 would eliminate
our company from having further participation in the crab fishery.

f would appreciate the ability to outline the history of our company and try to explain
vhy we feel the Eligible Processors dates criteria used for the current proposals should be
modified to either 1) expand slightly or, 2) allow hardship cases to be considered.

¢ Weare in favor of and support most aspects of a program which will rationalize the

@003
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BSAI crab fishery. In fact, we have supported the concept since it was first discussed
in 1992. However, when it takes a form that appears to specifically trivialize the
contributions made by long term participants and will exclude the long term historical
participants, in favor of newer entrants: it becomes difficult to support. T am hopeful
that this is not the design or intentions and would like to work with other participants
to reach a ecommon ground which is more equitable for the greatest number of parties.

s The processing vessel Northland has been operating in the Alaskan crab fishery since
1978. The vessel not only processed crab but it also participated in the Salmon and
Herring fisheries. We purchased the P/V Northland in 1988 and participated in the
crab fishery every year through 1997. After the 1997 Qpilio crab fishery we
experienced a major mechanical problem with the main engine. 1t was determined that
the engine could not be repaired and would have to be replaced. Cost estimates at that
time were over $850,000.

»  Simultaneous to this mechanical failure, one of the principal sharcholders of the
company filed a law suit. The suit prevented the company from operating until certain
issues were resolved.

< These business matiers were not resolved until the spring of 2000. This resolution
now allows the company to be in a position to again utilize the P/V Northland.

As we all know the crab fishery has experienced a traumatic down turn since 1999. This
najor decline in the fishing stocks prompted the majority of the processors to tie up their
floating processors. until there is improvement in the fishery. It made no financial sense
for them to deploy a floating processor for such a marginal fishery. It made even less
sense for us to engage in a significant and major repair expense to participate in the late
2000 or 2001 fishery,

The years that are being considered to determine future participation are 1998 or 1999,
ifyou qualify under these terms there are a variety of options on what species and areas
will be used to determine what percentage of the harvestable quota you might qualify to
nrocess. The current proposal implements a cut off date to determine qualifications. 1f
vou gualify, then you are able to go back three years as well 25 forward from the
qualification years, to determine at what level you can participate in the future. 1fyou go
hack to 1995 1o determine the activity for the future years, our company participated in
1995,1996 and 1997 which is 1/2 of the entire period being considered.

= If we had not experienced the difficulty with the main engine after the 1997 crab
fishery and had the problem compounded by the partner issue, we would have had
continuous participation and at minimum would have participated in the 1998 crab
fishery which would qualify us under the current proposal.
We missed this cut off date by One Season, after having been actively processing crab in

iA004
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Alaska for the prior ten (10 years) from 1988 through 1997, not missing even one year
during this time period. I feel that a company which has been active in the fishery for
so many years, to be precluded from participating because of a circumstance which
was out of our control is not a reasonable result or the intention of this public process.

As this process has slowly developed over the past decade and in particular as it
ippeared to have finally gained real momentum in the past couple of years we stayed in
touch with industry members regarding these matters. I was always under the assumption
that we should reasonably expect to be included in the processing sector. Especially in
ight of the fact that we only missed the proposed deadline by a single season and have
reen active Jonger than most floating processors currently working in Alaska today.
iKnowing that the final determination is going to be made soon, I want to bring this matter
‘0 the fore front to make sure we are included in this fishery for the future.

[ ' would like to propose that you include the year 1997 in the qualification period or add
'n the qualification period a hardship consideration T have a hard time believing that the
intent of this process is to exclude long term participants.

In closing, 1 want to make sure that all parties know that we are not only involved with
his processor but also have several crab catching vessels working in Alaska, all of whom

nave been there for many, many years. We rely on this fishery for our livelihood, as do
-nultiples of families which we employ

We are enthusiastic about what appears a real possibility of the rationalization process
noving forward. Afier having been involved through the 1988, 1992 and 1995 attempts,
 is sometimes easy to believe it will escape us again. We support its implementation this
ime and look forward to the sanity it may install for the prosecution of these fisheries.

['would like to extend my appreciation in advance for your consideration and

mderstanding of our position regarding the matters I addressed above

Best Regards,

Mark F. Maring

¢c Mr. David Fluharty

:¢ Mr. Dennis Astin, Vice Chair
‘¢ Mr. John Bundy

¢ Stephanie Madsen
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POSSIBLE CAP VALUES FOR C/P VESSEL'S

OPILIO - C/P :50,000,000 LB.PROJECTED GHL x062% Recov

'WESTERN ALEUTIAN BROWN CRAB AT 2000 WHOLESALE PRICE'S

“|GHL. OF 2,700,000 LBS. RECOVERY RATE = 0.58%
|
~ 40% 626,400 LBS. FINISHED PRODUCT @ 7.22% = 4,522,608$
30%!469,800 LBS. FINISHED PRODUCT @ 7.22$ = 3,391,956
|

20% 313,200 LBS. FINISHED PRODUCT @ 7.22$ = 2,261,304$

|
10% 156,600 LBS. FINISHED PRODUCT @ 7.22$ = 1,130,652%
|

'REVIEW DRAFT APPENDIX 2-30on PAGE 2 - TABLE : 1

ERY

 8%2,480,000 LBS. FROZEN SECTIONS @ 4.16$ = 10,316,800%

5% 1,550,000 LBS. FROZEN SECTIONS @ 4.16% = 6,448,000%
|

1%/ 310,000 LBS. FROZEN SECTIONS @ 4.16% = 1,289,600%

2

OPILIO - C/P :28,000,000 LB.PROJECTED GHL x o6z

__ 8% 1,388,800 LBS. FROZEN SECTIONS @ 416$=5777,4088

5%i 868,000 LBS. FROZEN SECTIONS @ 4.16$ = 3,610,8808

-

% RECOVERY

|
1% 173,600 LBS. FROZEN SECTIONS @ 4.168 = 722,1768

'REVIEW DRAFT APPENDIX 2-3 on PAGE 2

g bt
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POSSIBLE CAP VALUES FOR CATCHER VESSELS

PRICE'S REFLECT 2000/2001 ALUETIAN 1S. BROWN CRAB EX-VESSEL PRICE

GHL EASTERN REGION = 3,000,000 LBS./ GHL WESTERN REGION = 2,700,000 LBS.

EASTERN REGION

WESTERN REGION

40%

1,200,000 LBS. @ 3.508 = 4,200,000%

/1,080,000 LBS. @ 3.15% = 3,402,000%

30%

900,000 LBS. @ 3.50% = 3,150,000%

! 810,000 LBS. @ 3.15% = 2,551,500%

20%

600,000 LBS. @ 3.50% = 2,100,000%

! 540,000 LBS. @ 3.15% = 1,701,000%

10%

300,000 LBS. @ 3.508 = 1,050,0008

{ 270,000 LBS. @ 3.15% = 850,500%

Review draft - page 102 and 103 Table; 2.51 and 2.5-2

Proposed ownership caps - Review draft - page 16, 1.6'3

%'s

2000 PRICES FOR OPILIO WITH A 50,000,000 LB. PROJECTED G.H.L.

8%

4,000,000 LBS. @ 1.85% = 7,400,000%

5%

2,500,000 LBS. @ 1.85% = 4,625,000%

1%

500,000 L8S. @ 1.85% = 925,000%

2000 PRICES FOR OPILIO WITH A 28,000,000 LB. PROJECTED G.H.L.

8%

2,240,000 LBS. @ 1.85% = 4,144,000%

5%

1,400 000 LBS. @ 1.85% = 2,590,000$

1%

280,000 LBS. @ 1.85%= 518,000%

Review Draft - page 102 / Table 2.5-1




/“"’\ Qualifying Year Options and the Initial Allocation.

To determine the initial allocation of QS first requires rules for determining eligibility for an allocation and
rules for establishing the basis of those initial allocations. The next step in defining an initial allocation is
to select qualifying years on which the allocation will be based. The Council motion includes several options
for qualifying years for each fishery under consideration for rationalization. In this section, the initial
distribution in each fishery is analyzed using each of the qualifying year options. To simplify the analysis,
the options for each fishery are analyzed independently. The section concludes with a brief discussion of the
overlapping participation in the different BSAI crab fisheries.

The analysis is conducted on a vessel basis. A more accurate estimate of the distribution would be based on
ownership information. Ownership data, however, are unavailable for this analysis. To determine eligibility
to receive an initial allocation the analysts considered the activity of each vessel individually. In addition,
the distributions are estimated based on the activity of individual vessels. So, if a vessel engaged in activity
that met the eligibility requirements for a distribution, the distribution was estimated using only the activity
of the vessel that met the eligibility requirements. Amendment 10 creates some exceptions to the LLP
requirements that would entitle some persons to LLP licenses that do not meet these requirements. For
example, in certain instances replacement vessels could be used to meet the LLP requirements. Records
concerning the qualification of persons under the Amendment 10 exceptions to the LLP requirements are not
yet available, so currently, the most complete analysis is based on activities of single vessels. In addition,
the suboption that would allow vessel substitution for determining an allocation applies only to transfersof -
LLP licenses. Application of this suboption might allow some persons to base their distributions on the -
history of a vessel other than the one creating the right to the LLP. Graphs are used to illustrate the
allocations under the different options for qualification years for each fishery. To protect confidentiality, the
allocations are shown in groups of 4 vessels® . with vessel groupings made in a descending order from the

/% largestestimated allocation to the smallest allocation. The last and smallest grouping contains between 4 and
7 estimated allocations, since atleast 4 persons’ activities must be included under confidentiality rules. The
estimated allocation shown for each group is the average allocation to members of that group. The allocation
is shown in pounds, applying the total catch from the most recent year in the fishery to the share allocations.
The harvests from that season are also shown using the same grouping method to allow comparison of the
allocations with the current fishing activity. Each legend shows the total number of vessels that would
receive an allocation under each option and the number of vessels that fished in the comparison season:
Because allocations are averages it is possible that the largest allocation to a single vessel in a group is
significantly different from the average of the four vessels, particularly in the groupings of the largest
allocations in the fisheries with the fewest participants. In fisheries with either few options or few vessels
receiving allocations, bar graphs are used to show the allocations. Unfortunately, these graphs are difficult
to read in fisheries where the number of persons receiving allocations and the number of options are
relatively large. Histograms are used to show the initial allocations in place of the bar graphs in those
fisheries. In addition to the graphs, a table is presented which shows the average of the four largest
allocations, the mean allocation, and the median allocation under each option.??

2t should be noted that these allocations are based on vessals and not vessel owners. Therefore,
persons that own more than one vessel could be included in more than one of the histograms. These
levels cannot be used to determine caps.

2 The mean allocation is the average allocation. The median allocation is the allocation at the
/A\ midpoint in the distribution, for which half of the allocations are larger and half of the allocations are
smaller.
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The Bering Sea C. Opilio Fishery.

~

The Council motion includes the following qualifying year options for the distribution of QS in the Bering

Sea C. opilio fishery:
1.4.2.1 Opilio (EBS snow crab)

Option 1. 1994 - 1999 (6 seasons)
{a) Best 5 seasons

Option 2. 1992 - 1999 (8 seasons)
{a) Best 7 seasons

Option 3. 1995 - 1999 (5 seasons)
(a) All seasons
{b) Best 4 seasons

Option 4. 1996 - 2000 (3 seasons)
{a) Best 4 seasons

Figure 3.3-2 is a graph of the distribution in the Bering Sea C. opilio fishery under the different qualifying
year options. Table 3.3-5 shows the mean, median, and average of the four largest allocations under the
different options®. Both the figure and table show that the allocations are quite similar. The mean (or average
allocation) and the median (the midpoint in the distribution) are both slightly less than one-half of one
percent. The vessels receiving the highest allocations will receive substantially higher allocations than most
other vessels, receiving more than twice the median or the mean. The average allocation to these vessels is
slightly more than one percent of the total allccation. Under ali of the options the mean, median, and average
of the four largest allocations are approximately the same. The number of vessels receiving an allocation

ranges from 243 under Options 3A and 3B to 251 under Option 2A.

~

Table 3.3-5 Mean, median, and average of the four largest allocations under the different options in t..

Bering Sea C. opilio fishery.

Average of four
largest

Fishery Mean Median allocations
Bering Sea Opilio

Option 1A -1994 - 1999 (Best 5 seasons) 0,004 0.004 0.010

Option 2A - 1992 - 1999 (Bast 7 seasons) 0.004 0.004 0.010

Option 3A -1995 - 1959 {All seasons) 0.004 0.004 0.010

Option 3B - 1995 - 1899 {Best 4 seasons) 0.004 0.004 o.oNn

Oplion 4A -1996 - 2000 (Best 4 seasons) 0.004 0.004 0.010

Source: NPFMC Crab Database 2001 - Version 1

BThe vessels in various groupings may change by alternative, since their overall ranking in the ™™\

fleet may change

Bering Sea Crab Rationalization Program Alternatives 194
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m Table 3.3-12 shows the mean, median, and average of the four largest allocations under the different
qualifying year options in the Western Aleutian Islands (Adak) golden king crab fishery . Figure 3.3-8 is a
graph of the distribution in the fishery under the different options. The table and graph show substantial
variation in the distribution of the allocations under the different options. The average allocation to the four
Ieading vessels varies by more than 5 percent under the options, with the leading four vessels receiving an
average allocation of more than 22 percent under Option 3A and an average allocation of slightly more than
16 percent under Option lB.'\Options 1A and 1B include substantially more vessels in the allocation (22
vessels) than the other options (which include between 10 and 14 vessels in their allocations). The median
(midpoint) of the allocation distribution is slightly larger under Options 3A and 3B (approximately 4 and 4.5
percent, respectively) than under the other options (all of which have amedian of approximately 2.5 percent).

Table 3.3-12 Mean, median, and average of the four larges.t- allocations under the different qualifying year
options in the Western Aleutian Islands (Adak) golden king crab fishery

Average of foir
largest
Fishery Mean Median allocations.
Westem Aleutian Islands (Adak) Golden King Grab
Option 1A -1992-1993 to 1988-1999 (All seasons) 0.045 D.022 0170
Option 1B -1992-1983 to 1998-1999 {Drop one season)™ 0.045 0.023 0.167
Option 2A -1995-1996 to 1988-1590 (All seasons) Q071 - 0025 0.212
Option 2B -1995-1996 to 1998-1999 (Drop one season} 0.0M1 0.026 D210
Option 3A-1996-1997 to 1998-1999 (All seasons) ~= 0.100 00388 * 0223
Option 3B -1296-1997 to 1998-1999 (Drop one season} {.100 0048 0.217
Option 4A -1996-1 997 to 2000-2001 (Best 4 seasons) 0.091 0.028 0.213

Source; NPFMC Crab Database 2001 - Version 1

Table 3.3-13 shows the mean, median, and average of the four largest allocations under the different
qualifying year options in the Eastern Aleutian Islands (Dutch Harbor) golden king crab fishery . Figure 3.3-9
is a graph of the distribution in the fishery under the different options. The table and graph show more
similarity in the allocations under the different options than in the Western Aleutian Islands (Adak) golden
kning crab fishery. The average allocation to the four Jeading vessels varies by at most 2.5 percent under the
options, with the leading four vessels receiving an average allocation of almost 18 percent under Option 2A
and an average allocation of almost 15.5 percent under Option 4A. The mean and median allocations,
however, differ substantially under the different alternatives. The mean, which is a function of the number
of vessels receiving an allocation, ranges from slightly more than 5 percent under Options 1A and 1B to
slightly more than 9 percent under Options 3A and 3B. The median (or the midpoint in the allocation
distribution) is approximately 1.5 percent under Options 1A and 1B and is almost 9 percent under Option
3B. The reasen for the low median allocation under Options 1A and 1B is likely that these allocation
alternatives include additicnal vessels that receive relatively small allocations. The number of vessels
receiving an allocation under the Options ranges from 11 under Option 3A and 3B to 19 under Options LA
and 1B.
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Table 3.3-13 Mean, median, and average of the four largest allocations under the different qualifying ycar/"\
options in the Eastern Aleutian Islands (Dutch Harbor) golden king crab fishery

Average of four
fargest
Fishery Mean Median aliocations
Eastem Aleutian Islands (Dutch Harber) Golden King Crab
Option 1A -1982-1993 to 1998-1899 (All seasons) 0.053 0.014 0172
Option 18 -1962-1993 to 1998-1999 (Drop one season) 0.053 0.014 0170
Option 24 -1995-1996 to 1998-1939 (All seasons) 0.077 0.060 0179
Option 2B -1995-1996 to 1998-1989 (Drop ona seasan) 0.077 0.054 0.178
Option 3A -1996-1997 to 1998- 1939 (All seascns) 0.081 0.084 0172
Option 3B -1996-1997 to 1998-1889 (Drop one season) 0.0 0.088 0169
Option 44 -1996-1997 fo 2000-2001 (Best 4 seasons) 0.083 0.074 0.154

Source: NPFMC Crab Database 2001 - Version 1

Table 3.3-14 shows the mean, median, and average of the four largest allocations under the different
qualifying year options for “GHL Split” option that would base the allocation 10 each participant on the
combined history in the Eastern and Western Aleutian Islands golden king crab fishery . Figure 3.3-10 is a
graph of the distribution in these fisheries under the different options. The average allocation to the four
leading vessels varies by at most 2.5 parcent under the options, with the leading four vessels receiving an
average allocation of almost 18 percent under Option 3A and an average allocation of approximately 15.5
percent under Option 1B. The mean and median allocations, however, differ substantially under the different
alternatives. The mean, which is a function of the number of vessels receiving an allocation, ranges from
approximately 4 percent under Options 1A and 1B to slightly more than 8 percent under Options 3A, 3B,ancj/4-\
4A. The median (or the midpoint in the allocation distribution) is slightly less than 1.3 percent under Options
1A and 1B and is almost 8 percentunder Option 3B. The reason for the low median allocation under Options
1A and 1B is likely that these allocation altematives include additional vessels that receive relatively small
allocations. The number of vessels receiving an allocation under the Options ranges from 12 under Option
3A, 3B, and 4A to 23 under Options 1A and 1B.*

Table 3.3-14 Mean, median, and average of the four largest allocations under the different qualifying year
options for combining the allocations in the Eastern and Western Aleutian Islands golden king crab fishery

Average of four
largest
Fishery Mean Median allocations
GHL Split EAl {Dutch Harbor)/Westam Aleutian Islands {Adak) Golden King Crab
Option 1A -1992-1993 to 1898-1999 {All seasons) 0.043 0.013 0.157
Optlon 18 -1992-1593 to 1998-1999 {Drop one season) 0.043 0.013 0.155
Option 2A -1995-1996 to 1998-1599 (All seasons) 0071 0.049 0172
Option 2B -1995-1996 to 1998-1989 (Drop one season) 0.071 0.049 0169
Option 3A -1955-1997 to 1998-1999 (All seasons) 0083 0.069 0178
Option 3B -1996-1937 to 1998-1998 (Drop one season} 0.083 0.078 0173
Oplion 4A -1988-1957 to 2000-2001 (Best 4 seasons) 0.083 0.063 0169

Source: NPFMC Crab Database 2001 - Version 1

A complete analysis of the option for combining the allocations from the Eastern and Western
Aleutian Islands requires a vessel by vessel comparison of the allocations, which is not completed for thi’
draft.

Bering Sea Crab Rationalization Program Aliemaiives 206 March 2002
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CRAB RATIONALIZATION

Refining the Problem Statement:

The Council should provide a more explicit policy goal in the problem statement
concerning its goals regarding relative bargaining power of harvesters and processors.
If the Council has a desired outcome relative to the sharing of either 1¥ wholesale
revenues or the joint profits of the harvesting and processing sectors, it should seek an
enhanced analysis that would allow it to choose from a variety of reference points.

The range of options for the distribution of benefits include:
- equal split
- split proportional to investment (as adjusted for factors such as depreciation,
risk, malleability, etc.)
- split proportional to the relative dependence on crab by eligible harvesters and
eligible processors
- “status quo ante” as a snapshot at the time of council action,
- “status quo ante” as an average of baseline years chosen of distribution of quota
shares '
- “status quo ante” as of the one of the dates at which the Council committed to
rationalize crab (1987, 1992, 1995, 1998)

Enhanced Analvtical Elements:

In order for the Council to evaluate the various reference points and to conduct
subsequent impact analyses, it needs an analysis which provides:

- nformation on relative dependence of eligible crab harvesters and eligible crab
processors on crab vs other fisheries. (similar to table 2.6-4 — include information
on the % of harvest processed by non-eligible processors by year.)

- information on relative capital investment (new cost, depreciated value,
replacement cost) of eligible crab harvesters and eligible crab processors in crab
versus other fisheries. This should include information on relative portions of
investment that are specific to crab.

- information on relative revenue shares by year, of the 1% wholesale value of
crab by harvesters and processors in the crab fisheries over the qualifying years
by crab species. This should include correlation of revenue shares to GHLs.



Include Reasonable Alternatives Within the EIS as Required by NEPA

The range of alternatives should include an altemative which seeks to provide protections
for working fishers, communities, and processors within the framework of a One Pie ITQ
system. This could be achieved with the a couple modifications of the One Pie ITQ
altermative in the present analysis.

As noted on page 335 of the analysis, the Canadian Groundfish Development Authority
administers a 10% set aside in the One Pie groundfish ITQ program, for the purpose of:
“regional development, market and employment stabilization and sustainable fishing
practices.” Their program uses 10% of the allocation as leverage to protect processors
and community interests.

- The One Pie Alternative should include the option to reserve (0-20%) of QS pool
for allocation to eligible processors (as defined by 2.1) to be distributed according to
the formula in 2.3. This allocation would be in lieu of IPQ allocations.

- The One Pie Alternative should include a binding arbitration provision to ensure an
equitable price fonnation mechanism.

- The One Pie Alternative should include the option to specify the percentage of the
revised CDQ allocation for St. George and St. Paul in liew of regionalization.

The Council should not box itself into a position whereby it is forced to choose a sub-
optimal Two Pie alternative only because the One Pie alternative was never fully
developed to provide processor and community protections.

Seeking Common Ground with Scoft Matulich:

A One Pie ITQ, allocated only to harvesters, is likely to increase harvester bargaining
power.

Elongation of the season is likely to reduce processor bargaining power.
(- Corollary:
Shortening the season is likely to have reduced harvester bargaining power.)

Rationalization has the potential to increase profitability for both harvesters and
Processors.

A One Pie ITQ can be designed that makes most processors and harvesters better off.

If the Council has a specific policy goal about distribution of benefits it should be explicit
about that goal.

Sectors who expect to be made worse off by the design of a program will attempt to
derail adoption of the program.
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My name is Kevin Suydam, owner of the Crab vessel “Lady Alaska™. I have invested in excess
of $500,000 in equipment and gear, which is for Brown Crab use exclusively. This was at a
time of 12 month long seasons leaving un-harvested Quota at the time of Season closures. This
was at the time of the least number of participants {less than 20) that this Fishery has ever had.
Initially, it was determined that the NPFMC Council should net include Brown Crab in
rationalization. It was only by lobbying of certain Brown Crab Owners with excessive shares
that it was brought in the Rationalization Process. Now we are trying to rationalize the Brown
Crab Fishery years ahead of its time. The Brown Crab Fishery is the youngest having starting
in 1981, 30 years after the Bristol Bay red king crab Fishery.

Problem of Excessive Shares in The Brown Crab Fishery

The concern of rationalizing Brown Crab is the staggering, huge windfall allocations awarding
excessive Quota Shares, compounded with having no way to enforce ownership caps. This is
against National Standard 4. To give an example by referring to pages of the latest draft, you
find that the Top 4 vessels in the Opilio Fishery (page 194) have an average initial allocation of
1% giving a combined 4 vessel amount of 4 % of the Opilio fishery. In the Western Aleutians
Brown Crab (page 205) the Top 4 vessels have an average initial allocation of 21.3% each
which gives a combined 4 vessel amount of 85.2% of the fishery, In the Eastern Aleutian
Brown Crab (page 206) the Top 4 vessels have an average allocation of 15.4% each which
gives a combined 4 vessel amount of 61.6% of the Fishery. There are 1 or 2 vessels that don’t
have other Fisheries other than Brown Crab. You have heard testimony saying that Brown crab

/N dsall they have. What they neglected to tell you is that their Brown Crab History are equivalent
in value to about 5-6 Opilio Vessel histories. These individuals are currently selling out of the
Fishery and will receive huge windfalls. On the other hand, I only wish to remain in the
Fishery with at least enough quota to make it economically feasible to do so based on my huge
investment in this Fishery.

Another concemn 1s of enforcing ownership caps. It may already be too late in the Brown Crab
fishery. Recently there have been more ownership changes by sales of Brown Crab vessels,
than in any of the other Fisheries. There are additional pending Brown Crab Vessel purchases
in the many millions of dollars. There are latent Catch Processor licenses being re-activated
into the Brown Crab Fishery. If the Council Staff could be given the time and instructions to
research this activity to find out where ownership interests are, as well as realizing that there
are pending vessel sales of which are not yet recorded; I believe the Council would shocked at
it’s findings. It is possible for one company to control this Brown Crab Fishery given the low
number of existing participants that will be awarded these excessive shares. 1 ask that the
NPFMC Council take measures to prevent this Fishery be dominated by one company.

I realize it is the position of the Council to reward Historical Participation when allocating
fishing privileges. The Brown crab fishery is an anomaly to that position. By rewarding
historical participation, as strictly as is done in other fisheries; the Council will have a hand in
creating the excessive share problem compounded by having no ability to enforce ownership
— caps. Therefore I am asking that the Council leave open an escape route to remove Brown Crab



/"N from the rationalization process if it is determined to be fatally flawed by excessive shares and
having no way to enforce ownership caps.

Nationai Standards, NEPA Guideline requirements, as well as NOAA General Counsel
statements; say that we consider use of years through Final Action. I have been testifying to
this for many meetings now. I am asking this again. It has been suggested there may not be
enough time now. Yet [ have heard testimony by others who have come to the meetings for the
very first time and others bringing up new issues for the very first time that will have their
issues addressed and analyzed. My request has strong legal merit and ramifications, and needs
to be analyzed. I am asking for the additional year 2000/2001 be added for analysis.

Thank you for your time and attention, Kevin Suydam
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PROPOSED MOTIONS:

ADD OPTION 5 TO 1.4.2.7.

1996/1997-2001/2002

WHY?

When developing a fishery management plan, the Council and the Secretary
must take into account the following factors

A) present participation in the fishery

B) historical fishing practices in, and dependence on, the fishery

C) the economics of the fishery

D) the capability of fishing vessels used in the fishery to engage in other
fisheries

E) the cultural and social framework relevant to the fishery and any
affected fishing communities, and

F) any other relevant considerations

All of the options currently being analyzed fail to consider present
participation. In fact three of the options only consider years up until
1998/1999.

The options also fail to consider factors C, E, and F. In fact, the only factors
analyzed under these options are B (historical practices) and D.

Adding Option 5 would take into account all of the factors, including
historical practices.

Option 5 is consistent with National Standards 1 and 4.
Option § is consistent with NEPA Guidelines.

Option 5 takes into consideration comments made by NOAA GC recognizing
the importance of present participation. Initial Review Draft pg. 15.

We are merely asking that this be analyzed.

REASONS WHY THESE YEARS ARE NOT APPROPRIATE FOR OTHER
FISHERIES

e What is good for one fishery, is not necessarily good for the others. In fact, that is
precisely why some of the crab fisheries are not currently being considered for
rationalization. Each fishery must be considered individually.
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o [Ifthere was ever a time to look at present participation, this is it. In fact, it is
questionable whether this fishery should even be included in the rationalization
process. As stated in the Initial Review Draft on page 136, “[rlationalization is a
tool to primarily address concerns of overcapitalization and overfishing. If the
Council cannot answer yes to the following three questions, then the fisheries is
not ripe for rationalization: 1) Is there documented overcapitalization in the
harvesting and/or processing sector as a result of this fishery? 2) Isthe
participation level high enough to generate a race for the fish under shorter and
shorter seasons? 3) Are there outstanding biological or management concerns,
i.e. overfishing, bycatch, etc. that warrant rationalization as a management tool?”
The answer is “no” to all three questions in the Brown Crab fishery.

e This ﬁshel;y is UNIQUE. Iis uniqueness cannot be overstatedt!! Low
participation, excessive shares, and full utilization only being met recently. In
addition there is no way to enforce ownership caps in this fishery.
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April 2,2002

Chairman David Benton =

North Pacific Fishery Management Council
605 West 4™, ‘Avenue, Suite 306
Anchorage, AK 99501-2252

Dear Chairman Benton, .

On behalf of the 300 plus. members of the Deep Sea Fishermen’s Union of the Pacific
(DSFU) we want to thank you for the appointment of Beau Bergeron, our Executive
Director, to the Council’s IFQ Implementation and Cost Recovery Committee. Beau will
bring a deep skill set and dedication to the committee.

DSFU is an independent union and the oldest organization of crewmen and skippers in
the North Pacific. It was founded in 1912 and is composed of longliners who fish
primarily in the Gulf of Alaska and the Bering Sea. Many of our members worked
aboard vessels during the qualifying years for the original Individual Fish Quota (TFQ)
‘process and allocation. o :

The Union and its members were very active in the development and implementation
process. It is truly unfortunate, especially in retrospect, that crew members did not
receive any initial allocation. Discussions about this aspect of IFQ inappropriately
replied to crew members as “ancillary to the operation” and a potential source of
“bookkeeping nightmares.” Both categorizations were false and demean the absolutely
essential role we play as well as the continuing professionalism exhibited by Union
members. ' '

Since that time, many crewmembers have invested heavily in IFQ purchases in order to
regain the immense amount of collective bargaining ability we lost with the
implementation of this system. Our Union is uniquely qualified to comment on the IFQ
process and its impact-on crew members (working fisherman) and the fishery. The
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Captain and Créw:Qubta Ownership p}ovisican in the Crab Ratio;zalizaﬁon effort is an
. Opportunity not available to us at the onset of IFQ. ' o

With Creb Rationalization we now, collectively, have the opportunity to lean from our
experience and ensure this pravision is included in the program. Captain/Crew Quota
Ownership Share fosters job security, 'stability of the market and protects the fishery.
DSFU is fully and enthusiastically supportive of the inclusion of the Captain/Crew Quota
Ownership Share'in the Crab Rationalization proposal.

Thank you in advance for your consideration, Additionally, we will certainly be
available to the Council and the Advisory Panel to lend our insight and experience to
what we fee! is an extremely important part of this program.

President

.....
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City Office: P.0. Box 47070 % Atka, Alaska 99547 %# Phone:(907)839-2233 S Fax: (907)839-2234
Administrator: P.0. Box 765 % Unalaska, Alaska 99685 % Phone:(907)581-6226 ¢ Fax: (907)581-6317
E-mail: atkaz@arctic.net
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APR - & 2005

David Benton
Chairman

North Pacific Fisheries Management Council : NPp Fr4 c

605 West 4" Avenue b :
Anchorage, Alaska 99501-2252 4

RE: Crab Rationalization
Dear Chairman Benton:

It is my understanding that there are a number of proposals meant to address rafionalization of
the crab industry. Some of these proposals could eliminate any future parficipation by the
community of Atka in the crab industry.

Atka has not in the past been able to participate in the crab industry due to isolation and lack of
infrastructure. The Community Development Quota (CDQ) program has provided infrastructure
to enable residents of Atka to participate in the commercial halibut fishery. The small local shore-
based plant must diversify operations in order to provide the viltage with a stable economic base
using what is available around the island of Atka.

The Aleutian Pribilof Islands Community Development Association {APICDA) has future plans for
expanding operations of Atka Pride Seafoods to include crab. Proposals that restrict
participation in the industry by the people who live in the area are unjust and unreasonable. The
City of Atka supports the proposal of APICDA that reads as follows:

“Any limitation of future crab processing entities, whether as a result of crab processor quota
shares, the formation of cooperatives, or some other fimitation, shall not apply fo a CDQ
community that does not have a shore side crab processing facility, providing the crab
processing facility constructed is owned at feast fifly percent by the CDQ group representing
that community.”

Thank you for your consideration.

o b LATE COJ \EN
Julie Dirks | v T
City Administrator

Cc: Atka City Council
APICDA

C-5



MAR 29 2892 14:53 FR ALASKA CRAB CORLITIONZ2BE S47 G138 TD NPFMC

AGENDA C 5(a) Comment

Alaska Crab Coalition
3901 Leary Way N.W., Suite #6
Seattle, Washington 98107
206.547.7560
Fax 206.547.0130

DATE: March 18, 2002 RCS2
TO: Ed Dersham, Chairman Total pages. 4
Alaska Board of Fisheries

FROM: Armni Thomson, Executive Director

RE:

To
red

COMMENT ON COMMITTEE A REPORT, PROPOSAL 422,
ADAK RED KING CRAB MANAGEMENT PLAN

establish a concurrent opening date of the Bristol Bay king crab fishery and the Adak
king creb fishery in order to keep the number of participants to a minimum as 2 stock

- protection measure, would be highly allocative and not sound policy for the State of
Alaska. The ACC reiterates the need to set the opening date to 10 days following the
closure of the Bristol Bay king crab season, so the 21 permanent LLP qualified vessels
can have an equal opportunity to participate in the fishery.

Seven committee participants, including the ACC, PNCIAC and the City of
Unalaska supported the differential opening dates, while oniy two participants
supported the concurrent season apening date.

Adopting s regulation for concurrent opeaing of the Adak red king crab fishery
with the Bristol Bay king crab fishery will allocate almost the eatire GHL to a
handful of vessels that fish the adjacent Adak golden king crab fishery. A
coneurrent opening date will provide a special opportunity for 5 — 6 vessels to
concurrently fish two king crab fisheries at the same time, while the 21 Bristol
Bay qualified vessels will be denied the opportunity for a fair start in the
fishery—by the same regulation.

Adopting staggered season opening dates for the Adak and Bristol Bay red king
crab seasons will not negatively effect the 5 - 6 golden king crab vessels, it will
just provide all participants with a fair start opportunity.

See the attachments from the NPFMC BSAI Crab Rationalization Program Alternatives,

January

L
2.

2002:
Figure 3.4-9, Westem Aleutian Istands (Adak) Red King Crab Fishery; and
Figure 3.4-8, Western Aleutian Isiands (Adak)} Golden King Crab Fishery

P. 0183

s
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The graphs illustrate the benefits of geographic proximity. There is a strong correlation
between at least two of the top four vessels in (group #1) that have the largest catch
histories in the Adak golden king crab fishery and the Adak red king crab fishery.

This is in part due to the fact that at least two of the vessels are operating in the golden
king crab fishery at the time the red king crab fishery opens and they bave the advantage
of minima) startap costs, including an observer onboard, and geographic proXimity to the
Adak red king crab area.

The top four vessels in each fishery, in the NPFMC rationalization program counld

each share 15-25% of the king crab allocations in the Western Aleutipn Islands red
and golden king crab fisheries ander a quota share program.

cc: Chris Oliver, Executive Divector, NPFMC
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INITIAL COUNCIL REVIEW DRAFT
The Western Aleutian Islands (Adak) Red King Crab Fishery

’ ' Figure 3.4-9 shews the distribution of harvests in the Western Aleutian Isiand (Adak) red king crab fishery.
The diswributions in this fishery follow no apparent patern but a5 with the other fisheries sre senerally flacter
myearswhenmrevesselspammpaud.'rheavmsehuvmsuf the four leading vessels ranged from slighty
m than 15 percen: in the 1994-1995SE0S0N 10 25 percent in the 1995-1996 season, when only 4 vessels

. viean harvests in range from slightly more than 5 percent in 19941995
"‘sensm'EZS percent m the 1995-1996 swson.
Distribution of Harvests in the Western Alsutian isiands (Adak) Red King Crab Fishory
E1592-1993 bahary - 12 vessels
E@4503-1994 fichery - 12 vasels
,E1994-1565 fishesy - 20 vessels
1095 1905 fshery -4 vessels
Purcant of total catch
~
195541955 fishery - 4 vesseis
1994-1995 fishary - 20 vessoks

1953-1294 fishery - 12 vassels
1992-1993 flshary - 12 vossols
Vezssl Group (4 vassal groupings) s

Figure 3.4-9 Diswribution of Harvests in the Western Al Red King Crab Fishery

Jnuary 2002 194 BSAS Crab Rationalization Program Altemmatives
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INITIAL COUNCIL REVIEW DRAFT

The Westem Aleutian Island {Adak) Golden King Crab Fisheries,

Figure 3.4-3 shows the disuibution of harvests in the Western Aleutian island (Adak) golden king crab
fishery. The disributions in 1bis fisbety bave fluctuated greatly, as the number of vessels participating in the
fishery has fluctuated greatly. The four leading vessels have typically harvest berween 1S and 20 percent of
the total harvest. In two season, bowever, the average harvests of these vessels was stightly more than 10
percent. In the two most recent seasons, the average harvest of the leading 4 vessels was approximately 20
percent of the total harvest. viean harvests 1 the fishery range from less than thas 5 percent in 1994-1595
“3%350m 10 Over 33 percent in the 1998-1999 season. when only 3 vessels participated in the fishery.

Distribution of harvests in the Western Aleutian Islands (Adak) Golden King Crab Fishery

@20C0-2001 fishery - 12 vessels

- (.35
_0_3 _._ .

2 019321993 fishery- 14 vassais
(025 £ w1993-1994 saason - 18 vossols

% £11994~1535 fishery - 28 vazsels |
] B 1935.1356 fishery - 18 vessels

&  W1555-1597 fichery « 13 vaguals
T £ W1997-1988 fishery - 9 vessels

£ 8 1998-1395 fishery - 3 vessels
0.1 -g 011958-2000 fishery 15 vessels

[ 3
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Figure 3.4-8 Diswribution of Harvests in the Western Aleutag Islands Golden King Crab Fishery
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Alaska Crab Coalition -- Mf]l

3901 Leary Way N.W., Suite 6
Seatts, Washington 58107
206.547.7560

206.547.0130

als?

DATE: March 21, 2002

TO Ed Dershem, Chairman
Alasks Board of Fisheries

FROM: Arm Thomson, Execusive Director
Alasikn Crab Coglition

RE: RC 69

REQUEST FOR CONSIDERATION = SURVEY
REQUIREMENTS FOR THE ADAK RED KING
CRAB AREA FROM 172 - 179 WEST LONGITUDE

The ACC wishes 1o comment onthe request fur reconsideration of the state waters survey in the area from
172 - 179 West longitude.

The ACC requests that if the BOF tales up the Adak ipme again, that allowance be made for larger
beats to participate in = survey, and 2 commereisl fishery, in the feders] waters, within the area
propesed for develupment of 2 state watery small baat survey and fishery.

The area under consideration is very extensive and the ACC has been informed by some of its members
that most of the historic red king crab grounds within this ares are in federal waters. This information was
ot available 1o the public during committee deliberations. Industry did not have time to considera

federat wazers sarvey and development of a fishery mansgement pian and a paralle] federal
wavers fishery. Unless a survey and a fishery in federal waters is included in this Board action, thereis s
strong possibility for substamial foregone harvests of King crab in this area.

The faderal warers survey end fishery request are in accordance with the FMP Mansgement Objectives 2
and 7, caling for maxinmum econamic and social benafits to the nation gver tme; and o provide fisheries
research, data sollection and analysis to ensure 2 sound inforpation base for management decisions. The
request is alse in accordance with Natiopal Standard 1, to achieve optinum yield; and National Standard 3,
an individual stock of fish shatl be reanaged throughout ity range...

The ACC does not agree with RC 69°3 (Dick Powell) statement that very few persons, other than brown
king crebbers will be interested in assuming the financial risks to bid on a survey in this anez. ACC has at
least four members with Adak red King crab LLPs with vessels greater than 100 feet in length that are
imerested in parcicipazing in the survey. To make the federal wavers survey financially feasible for smgle
line pot fishermen, 1t is recommended thet the survey he conducted immediately following this fall’s Petrel
Bank red king crab fishery, when vessels will already have incurred their startup and observer costs, and
the same observers cm be used for an addirional shory verm amrvey. Comduering the survey in the winter
motths will give preferential trearment to a handfidl of brown crab vessels already operating on adjacent
grounds.

Thank you for your consideration.

e TOTO DOCE A5 are
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Don A. Dillman
Social & Economic Sciences Research Center
PO Box 644014
Washington State University
Pullman, WA 99164-4014
(509) 335-1511 FAX: (509) 335-0116

dillman @wsu.edu

Dr. Dillman 1s the Thomas S. Foley Distinguished Professor of Government and Public Policy in
the Departments of Sociology and Rural Sociology, and Deputy Director for Research and
Development in the Social and Economic Sciences Research Center (SESRC) at Washington
State University. In 1970, he was founding coordinator of the SESRC’s Public Opinion
Laboratory (1970-1973), one of the first university-based telephone survey laboratories in the
United States.

He is recognized internationally as a major contributor to the development of modern mail and
telephone survey methods. His book, Mail and Telephone Surveys: The Total Design Method
(1978), was the first to provide detailed procedures for conducting surveys by these methods. It
was recognized by the Institute for Scientific Information as a "Citation Classic", and has now
been cited in more than 1,750 scientific publications. In 1991 he was appointed (under the
Intergovernmental Personnel Act) as the senior survey methodologist in the Office of the
Director, U.S. Bureau of the Census, a position he held until1995, where he provided leadership
for the development of new questionnaire designs and procedures for the 2000 Decennial Census
and other government surveys. This and related work on other federal agency surveys led to his
receiving the Roger Herriot Award for innovation in federal statistics in September 2000.

He has three degrees from Iowa State University (B.S. Agronomy, 1964; M.S. Rural Sociology,
1966; Ph.D. Sociology, 1969), from which he received a Distinguished Alumni Citation in 2001.
He came to Washington State University in 1969 as an assistant professor and has served the
University as Chair of the Department of Rural Sociology (1973-81); Interim Chair, Department
of Child and Family Studies (1984-85); Interim Community Resource Development Program
Leader for Cooperative Extension (1978); and Director of the SESRC (1986-1996).

Throughout his 32-year career at Washington State University, Dr. Dillman has maintained an
active research pro-gram on the improvement of survey methods and how information
technologies influence rural development. He has served as investigator on 71 grants and
contracts worth nearly $10 million, and written 180 publications, including 9 books. Recent
books include: How To Conduct Your Own Survey (1994, with Priscilla Salant), Against All
Odds: Rural Community in the Information Age (1994, with John Allen), Mail and Internet
Surveys: The Tailored Design Method (2000), and Survey Nonresponse (2002, eds. Groves,
Dillman, Little and Eltinge).



He is 2001-2002 President of the American Association of Public Opinion Research, which he
previously served as Secretary (1996) and Councilor-at-Large (1999). Other significant
accomplishments include being selected as a Fellow in Class 1 (1980-83) and advisor to Class XI
{1990-93) of the Kellogg Foundation's National Fellowship Program; President (1984-835) of the
Rural Sociological Society, a national professional association, recipient of its Qutstanding
Service Award for co-editing Rural Society in the United States: Issues for the 1980's (1983),
and Excellence in Research Award (1998); and election as a Fellow by the American Association
for the Advancement of Science (1987) and the American Statistical Association (1995). At
Washington State University he was the 1985 presenter of the Distinguished Faculty Address,
1994 recipient of the College of Liberal Arts Distinguished Achievement Award, and 1995
winner of the University Sablin Faculty Excellence Award for Research.

Since 1980, Dr. Dillman has presented seminars at more than 30 universities throughout the
United States, and lectured in England, Sweden, Ireland, The Netherlands, Canada, Republic of
China, Guam, and New Zealand. He was Guest Professor at the German Center for Survey
Methods and Analysis in Mannheim, Germany in 1985, 1987, and 2001, and has served
frequently as an instructor at the University of Michigan's Annual Summer Survey Institute
since 1988. He regularly presents workshops on designing surveys and has delivered more than
50 keynote or other major invited addresses to various organizations. He has also served as a
consultant on survey methods to many government agencies and private organizations.

Dr. Diliman was raised on a farm near Chariton, Iowa, and was married in 1964 to Joye Jolly
Dillman (B.S., M.S., Jowa State University), associate professor in the Department of Human
Development at Washington State University.

Curriculum vita and recent papers available from http:/survey.sesrc.wsu.edu/dillman/ October
2001.
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Introduction

"The Matulich and Clark paper reports the results of an attempt to determine the
policy impacts of the individual fishery quota (IFQ) program for the North Pacific halibut
and sablefish fisheries. They assume that the change in economic welfare emanating
from the implementation of the IFQ program can be measured as the change in “quasi
rents” retained by processors, which they define as the change in revenues in excess of all
variable processing costs. Data for the study were obtained from a sample of processors,
who were asked to estimate their total revenue, total raw fish cost, and several cost items
assumed to be equal in aggregate to total variable processing costs.

The study is ambitious, but critical defects in its theoretical and empirical
methodology invalidate its results. The fundamental theoretical problem is that the quasi-
rent measure used to evaluate welfare changes is not consistent with economic theory and
would not provide reliable estimates of changes in welfare even if it were estimated
accurately. Furthermore, the empirical methodology is deeply flawed and would be
incapable of providing reliable estimates of welfare change even if a theoretically correct
measure were being used. In short, the study measures the wrong thing, and measures it
poorly.

The Measure of Welfare Change

Quasi-rents are fundamentally a short-run concept. The short-run is defined as
the period of time during which at least one of the firm’s input quantities cannot be
changed. It should be noted that, although it is customary for expository reasons to use
capital inputs as examples of fixed inputs, and labor and materials inputs as examples of
variable inputs, some capital inputs may in fact be variable in the short-run (e.g., motor
vehicles, personal computers), and some labor and materials inputs may be fixed (e.g.,
because of transportation costs, job-specific human capital, or contractual commiiments).

The difference in the short-run between the firm’s total revenue and total
expenditures on variable inputs is defined as the quasi-rent to the fixed inputs. That is,
the amount in excess of the amount required to keep the fixed inputs in their current use.
Thus a decrease in quasi-rents would indicate a decrease in the firms® welfare in the
short-run.

In the long-run, by definition, all inputs are variable, and the amount required to
keep inputs in their current use is equal to what they could earn elsewhere, including a
normal rate of retum to capital. Therefore the relevant concept for measuring a firm’s
welfare change in the long-run is that of economic profit. Quasi-rents would have no
operational meaning, being simply equal to economic profit if correctly measured.

There is no direct connection between the economic concepts of the short- and
leng-run and calendar time. Instead, the amount of time required before all inputs can be
considered variable will vary across industries, although it is plausible that in any given



industry the number of inputs that are fixed will decrease with the length of time being 7
considered.

Thus the first-step in attempting to use quasi-rent data to measure changes in a
firm’s welfare should be a careful evaluation of which, if any, inputs are fixed, given the
period of time over which changes are being evaluated. Simply assuming that labor and
material inputs are variable and all other inputs are fixed, as done by Matulich and Clark,
is not adequate even for a period as short as a year, and is clearly unjustified for the
seven-year period over which they are evaluating changes.

To illustrate the type of error their assumption can introduce in the measurement
of welfare change, consider the results of applying Matulich and Clark’s definition of
quasi-rents to evaluate changes that are distant enough in time for all inputs to be
variable. Further suppose for ease of exposition that in both periods the price of
processed fish is $1.00, the cost of raw fish is $0.40, and average cost is $0.50. Thus
economic profit per unit would be equal to $0.10 in both periods and the firm’s welfare
would be unchanged. Nevertheless, if the firm had become more labor intensive over
time, the unit quasi-rent as calculated by Matulich and Clark would have indicated a
decrease in welfare. For example, if average costs were split equally between capital and
labor costs in the first period, but labor costs accounted for 80% of average costs in the
second period, the umt quasi-rent as calculated by Matulich and Clark would have
decreased from $0.35 to $0.20, a decrease of 43%.

While this example is hypothetical, it does illustrate that quasi-rent as evaluated /A\
by Matulich and Clark does not provide reliable estimates of changes in welfare over '
longer periods of time. More specifically, increases in labor intensity, other things equal,
will result in decreases in welfare as evaluated by their measure.

Lastly, even if reliable estimates of welfare changes were obtained, their
nomnative significance would depend in part on the benchmark on which they were
based. Matulich and Clark choose as their benchmark the welfare of processors in 1992-
1993, asserting that this period represented an open-access long-run equilibrium. One
reason for doubting this assumption is that it is not clear that the fishery would have
stabilized at the 1992 levels in the absence of an IFQ program. If not, then a more
appropriate benchmark would be the counterfactual case of how the fishery would have
developed in the absence of a program.

More directly, the 1992-1993 experience reflected the fact that fishery
participants expected an IFQ program to be implemented, and this provided incentives
for different behavior than would have occurred in an open-access equilibrium. For
example, harvesters might have considered it worthwhile to fish at a loss in order to try to
capture or protect catch history.



Data Acquisition and Analysis

Matulich and Clark obtained the data used to estimate changes in quasi-rents from
a questionnaire distributed to a sample of processors. The principal types of data
requested are total revenue, total raw fish cost, and total variable processing costs,
defined as the aggregate of several specific cost elements, including custom processing
fees, wage and housing costs for direct labor, and packaging and freight costs. Data on
total revenue and total raw fish cost were verifiable from Alaska Department of Fish and
Game data, the data for variable processing costs were not.

Economists using survey research techniques have noted that the design of a
questionnaire can result in a number of different types of biases. In particular,
respondents may engage in strategic misrepresentation of the data if it is clearly in their
economic interests to do so. Therefore, one of the most important protocols for survey
design is to avoid providing material that establishes a clear link between a participant’s
responses and his or her economic interests.

The survey design used by Matulich and Clark clearly violates this protocol. The
material accompanying the questionnaire noted that Professor Matulich was the principal
nvestigator, that he had written an article showing that the type of program used for
halibut and sablefish transfers wealth from processors to harvesters, and that the purpose
of this survey was to see if that was true empirically. It was further noted that the
purpose of the study was to obtain information for use in evaluating future rationalization
programs, in particular to help policy makers to avoid unintended distributive effects, and
that distributional impacts would be based on measuring changes in processors’ total
revenue minus various processing costs. This material can be expected to have helped
participants to have realized that there were incentives for misrepresenting data,
specifically by overstating the increase in variable costs over time, for which there was
no independent source of data.

An important difficulty in assessing the treatment of a number of empirical issues
is that the discussion in the report is often qualitative where it would normally be
expected to be quantitative. Examples include the section on data problems where it is
noted that it was “not uncommon” for aggregation problems to prevent accurately
measuring variable processing costs, and that “some” firms were unable to access
historical data. No information is provided on the number of firms that were eliminated
from the sample for these reasons. Similarly , they report that there were a “few”
instances” where inventory issues were “problematic”.

In addition, Matulich and Clark report that some firms were considered to be
outliers, usually by exhibiting unrealistically high quasi-rents. These firms were
contacted for an explanation, and if it was not satisfactory, the firm was dropped from the
sample or its data replaced by the sample average. The number of firms considered
outliers, how many were considered to report too high quasi-rents, how many justified
their data, were dropped, or had their data replaced by sample averages, is not specified.



Lastly, and most surprisingly, Matulich and Clark do not report the number of 7o~
participants included in the final data. They report that the number of buyers/processors ' ‘
asked to participate in the survey was 53 for halibut and 46 for sablefish, accounting for
88% to 96% of all fish purchased, and that the retained survey data accounts for 52% to
61% of fish purchased. Given the degree of concentration in these fisheries, this may or
may not represent a substantial percentage of the number of total firms.

Matalich and Clark do note that the final sample does not include data for any
firms that exited the fisheries, which accounted for one-fifth of the total 1992-1993 catch
in both fisheries. Although these firms might be expected to have been less profitable
than the surviving firms, they are assumed to have had the same quasi-rent share in 1992-
1993 as the surviving firms. Similarly, surviving firms that lost market share are
assumed to have had the same quasi-rent share as the firms increasing market share.

Concluding Comments

Matulich and Clark conclude from their analysis that 82% of the halibut
processing sector (as measured by raw fish weight rather than number of firms) lost
quasi-rents relative to the pre-1FQ period, with the average loss being 56%. Even more
dramatic results are reported for the sablefish processing sector. However these results
cannot be considered to be reflective of the actual effects on the economic welfare of
Processors.

The basic problem with their approach is that the results depend on the estimates
of total variabie processing costs, which in tun depend on arbitrary, and unrealistic,
assumptions concerning which inputs are variable over a seven-year time span. In
addition, estimation of total variable costs conditional on these assumptions depends on
survey data from processors, who can be expected to clearly realize that there are
incentives for strategic misrepresentation.



Although I did see Vince taking a class on TV, in Juneau, this story is fiction. Vince would
NEVER behave in such a ludicrous fashion. I hope the contrast with his actual persona makes
this a funny story, in this light.

On the other hand, this story isn't about Vince at all - there is a substitution code at work.
In this sense, we have an exact though somewhat unorthodox, current statement.

Here is the key:

Anchorage meetings = open access crab fishery

Juneau meetings = ITQ crab fishery

Anchorage house, Juneau house, airplane = capital investments

Dr. Matulich = Dr. Matulich

Mr. Oliver = fishery managers

Mr. Balsiger, et al = major ITQ recipients, major ports

Mr. Austin, et al = minor ITQ recipients, minor ports

Mr, Samuelsen, et al = other communities, future entrants to fishery
Mr. Penny = sports fishing

Mr. Hanson, et al = Robert's rules, conservation, international relations
Capt. O'Shea = major processors

UNIT QUASI RENTS: How to Rationalize the NPFMC

This is a story about Economics, so it starts as the economists always do:
"Assume that the NPFMC requires each Council Member to pay his or her
own travel costs for meetings, and that it has always done so." This isn”t
the way the Council actually works, but it is the way fishing works.

This all happened before Vince left, so it serves him right. One night on
the TV, a college class in Public Policy was broadcast all over Juneau.
There was the teacher, and there was the class - and look! One of them
was Vince O'Shea. What if they asked Dr. Scott Matulich to teach one
of those classes?

Assume that they did.

At the next council meeting, there sits Vince, thinking about what he'd
learned in class. He looks across the room at Bob Penny. "Look at all the
money that guy’s got," he thinks. "He lives in Anchorage. His variable
costs for these meetings are zero. He's taking home a ton of money.
Matulich’s right. I”ve got to increase my Unit Quasi Rents. ' "

So, Vince stays over an extra day, and buys a house in Anchorage. Next
meeting, Vince is on the way to Anchorage, sitting on the plane. He's got

1“Unit Quasi Rents’ = Net revenue, after variable costs are deducted / meeting.



a week worth of food, all prepared in advanca by Mrs. O’Shea. He's got
his cell phone, and he’s going to his new house. All this meeting is going
to cost him, is the lights for the house. His Unit Quasi Rents have gone
way up. Suddenly he’s struck by a thought: "Wait a minute! Why am |
spending all this money on plane tickets?"

By the third Council meeting, everyone has noticed the big changes in
Vince. Not only is he more confident, because he now has Unit Quasi
Rents as big as Bob Penny, everyone also knows he's got a new house in
Anchorage, and a new airplane. He's flying himself to the mestings.

Jim Balsiger is concerned. He locks across the rocm at Vince. "l don't
know how he does it," he thinks. "I've got to get to an economist.”

Dr. Scott is already taken. Jim goes to consult another economist - any
other economist. He says, "l don't really understand it, but Vince says it
has to do with Unit Quasi Rents."

"Unit Quasi Rents? That doesn’t mean anything!" The Professor says,
"That guy just spent his pension on a house in Anchorage and a new
airplane! What you really need to do is increase efficiency. Look around
you - you've got two guys from Anchorage and five guys from Juneau.
What you guys from Juneau should do, is all pitch in and buy Chris Oliver
a house. Then meet in Juneau! That's rational."

That is what they decide to do. Chris is happy. Who wins, who loses?

Jim Balsiger, Dave Benton, Stephanie Madsen, Kevin Duffy, Rich
Preston ail live in Juneau - win.

Dennis Austin, John Bundy, Dave Fluharty, and Roy Hyder all can
fly to Juneau cheaper than Anchorage - win, but they aren't happy
about the food in Juneau.

Robin Samuelsen and Stosh Anderson have to pay more to go to
Juneau, but then, they get to visit the Governor more often - win.

Bob Penny doesn't care about Unit Quasi Rents. It's restful getting
out of Anchorage and fishing in S.E. for a change. No big deal.

Dave Hanson, Tony DeGange and Stetson Tinkham don't get to
vote, anyway.

Vince is sore. He still has the houses in Juneau and Anchorage and the
plane. He wants everyone to pay him back. He gets Congress to stop the
NPFMC move, then goes to Atlantic States.
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AGENDA C 5(z) Comment

Alaska Crab Coalition
3901 Leary Way N.W., Suite #6
Seattle, Washington 98107
206.547.7560
Fax 206.547.0130

DATE: March 18, 2002 RC 52
TO: Ed Dersham, Chairman Total pages: 4
Alaska Board of Fisheries '

FROM: Arni Thomson, Executive Director

RE:

To

COMMENT ON COMMITTEE A REPORT, PROPOSAL 422,
ADAK RED KING CRAB MANAGEMENT PLAN

establish a conzurrent opening date of the Bristol Bay king crab fishery and the Adak

' red king crab fishery in order to keep the number of participants to 2 minimum 2s a stock
. protection measure, would be highly allocative and not sound policy for the State of
Alasks. The ACC reiterates the need to set the opening date to 10 days following the
closure of the Bristol Bay king crab season, so the 21 permanent LLP qualified vessels
can have an equal opportunity to participate in the fishery.

2

Seven committee participants, including the ACC, PNCIAC and the City of
Unalaska supperted the differential opening dates, while only two participants
sapported the concurrent season opening date.

Adopting a regulation for concurrent opening of the Adak red king crab fishery
with the Bristol Bay king crab fishery will allocate almost the entire GHL to a
handful of vessels that fish the adjacent Adak golden king crab fishery. A
concnrrent opening date will provide a special opportunity for § ~ 6 vessels to
concurrently fish two king crab fisheries at the same time, while the 21 Bristol
Bay qualified vessels will be denied the opportunity for a fair start in the
fishery—Dby the same regulation.

Adopting staggered season opening dates for the Adak and Bristol Bay red king
crab seasons will not negatively effeet the 5 ~ 6 golden king crab vessels, it will
just praovide all participants with a fair start opportunity.

See the attachments from the NPFMC BSAI Crab Rationslization Program Alternatives,
January 2002:

1.
2.

Figure 3.4-9, Westem Aleutian Islands (Adsk) Red King Crab Fishery; and
Figure 3.4-8, Western Alewtian Islands (Adak) Goiden King Crab Fishery

P.a185
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The graphs illustrate the benefits of geographic proximity. There is a strong correlation
between at least two of the top four vessels in (group #1) that have the largest catch
histories in the Adak golden king crab fishery and the Adak red king crab fishery.

This is in part due to the fact that at least two of the vessels are operating in the golden
king crab fishery at the time the red king crab fishery opens and they have the advantage

of minimat startup costs, including an cbserver onboard, and geographic proximity to the
Adak red king crab area.

The top four vessels in each fishery, in the NPFMC rationalization program could
each share 15-25% of the king crab allocations in the Western Aleutian Islands red
and golden king crab fisheries under a guota share program.

cc: Chris Oliver, Executive Director, NPFFMC
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INITIAL COUNCIL REVIEW DRAFT
The Westetn Aleuiian [slands (Adak) Red King Crab Fishery

Figure 3.4-5 shows the distribution of harvests in the Western Aleutian Isiand (Adak) red king crab fishery.
The diswributions in this fishery follow no apparent pattern but as with the ather ficheries are generally flaster
in years when more vessels panticipated. The average harvests of the four legding vessels ranged from slightly
more than 15 percent in the 1994-1995SE550n W 25 percent i he 1905-1090 season, when only 4 vessels

“partcipated M [RE TISRery. Mean harvests in (ke (ishery range iTom Slighty more than 5 percent in 1964-1995
~Seazon 1o 29 percent m the |995-1996 season.

Distribution of Harvests in the Westorn Aleutian islands (Adak) Red King Crab Fishery

[01592-1953 fishery - 12 vesseis
E1583-1994 fishery - 12 vessels
. E1994-1995 fishesy - 20 veasels
M 19551856 fishery - 4 vessals-

Percent of total catch

"~ 1855.1956 fishery - 4 vessels
1994.1895 fishory - 20 vasunls
19931994 fishery - 12 vessels
1592-1933 fishery - 12 vassols

Figure 3.4-9 Distribution of Harvests in the Western Al Red King Crab Fishery

Januery 2002 154 BSAI Cesh Rationalization Program Aliematives
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INITIAL COUNCIL REVIEW DRAFT
The Wester Aleutian [sland (Adak) Goiden King Crab Fisheries.

Figure 3.4-8 shows the disiriborion of harvests in the Wastern Aleutian Island (Adak) golden king crab
fishery. The distributions in this fishery have fluctuated greatly, 25 the number of vessels panticipating in the
fishery has flucruazed greatly. The four leading vessels have typically harvest between 15 and 20 percent of
the total harvest. ko two season, bowever, the average harvests of these vessels was slightly more than 10
percent. In the two most recent seasons, the average harvest of the leading 4 vessels was approximately 20
percent of tie total harvest Mz=an harvesis in the fishery range from less thay than 5 percent in 1994-1995
“3£330D 10 Over 33 percent in the 1998-1999 season. when only 3 vessels participated in the fishery.

Distribution of harvests in the Wastarn Aleutian Islands (Adak) Golden King Crab Fishery

01992-1993 fishery - 14 vesaels
W1953-1904 saason - 18 vossols
319541935 fishery - Z8 vangale
19551338 fishery - 18 veasels
W 1336-1997 Gishery - 13 vessais
W1997-1998 fishery ~ 9 vassals

M 1998-1993 Rshery - 3 vessels
019932000 fishary 15 vessels
R2000-2001 Rshery - 12 veggels

l'lrail:lt of the Gshery pervosss!

Vessel Group (4 vasssl i e “,, = 2 2%
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Figure 3A-8DisnibuﬁonomeeswinmeWesmA1euﬂan!simdsGoldeinngmehery
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Alaska Crab Coalition Mr}l

3501 Leary Way N.W., Suite #
Sesntle, Washington 98107
206.547.7560

Fax 206.547.0130

DATE: March 21, 2002

TO: " Ed Dersham, Chairman
Alasks Board of Fisheries
Alaske Creb Codliion

RE: RC 69
REQUEST FOR CONSIDERATION - SURVEY
REQUIREMENTS FOR THE ADAK RED KING

CRAB AREA FROM 172 ~ 179 WEST LONGITUDE

The ACC wishes to commnent onthe request for reconsideration of the state waters survey in the ares from
172 - 175 West longitude.

The ACC requests that if the BOF takes up the Adak isspe again, that allowance be made for larger
beats to participate in 2 survey, and 2 commercial fishery, in the federal waters, withio the area
proposed for development of 2 state watess small bost survey and fishery.

The ares under consideration is very exiansive and the ACC has been informed by some of its members
that moat of the Iistoric red king crab grounds within this area are in federal waters. This informarion was
not available 10 the public during committes deliberations. Indusery did not have vime to consider a

federal waters survey and development ¢f a fishery manspement plan and a paralle} federal
waress fishery.  Unless a survey and » fishery in federsl waters is @weiuded in this Board action, thereis a
stromg possibility for substamial foregone hervests of king crab in this area.

The federal waters survey and fishery request are in sccardanee with the FMP Management Objectives 2
and 7, calling for maximum economic and social benefis to the nation over time; and to provide fisheries
research, dats collection and analysis to ensure a sound information base for management decisions. The
request is also in aceordance with Nationa) Standard 1, to sckieve optimom yield; snd National Standard 3,
an imdividual stock of fish shall be managed throughout its tadge...

The ACC does not agree with RC 69°¢ (Dick Powell) statement that very few persons, otber then brown
king crabbers will be interested in assuming the fingneial risks to bid on a survey in this area. ACC has at
least four members with Adak red king crab 11 Ps with vessels greater than 100 feet in length that are
imerested in pamiciparing in the survey. To make the fedexal waters survey financially feasible for smgle
Iine pot fishermen, it is recommended that the survey be conducted immediarely following this f2ll’s Petrel
Bank red king crab fishery, when vessels will already have icurred their startup and observer costs, and
the same observers can be used for an additional short term survey, Conducting the survey in the winter
months will give preferential treatment 1o & handful of brown crab vessels already aperating on adjacest
groonds,

Thank you for your consideration.

ek TOTEO DORC (AN s
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City of Atka

City Office: PO. Box 47070 3 Atka, Alaska 99547 % Phone:(907)839-2233 3 Fax: (907)839-2234
Administrator: P.O. Box 765 % Unalaska, Alaska 99685 % Phone:(907)581-6226 % Fax: (907)581-6317
E-mail: atka2@arctic.net

April 2, 2002 ﬁ E@EHVE
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David Benton
Chaiman

North Pagific Fisheries Management Council : NPE M.
605 West 4" Avenue .
Anchorage, Alaska 89501-2252

RE: Crab Rationalization
— ' Dear Chairman Benton:

It is my understanding that there are a number of proposals meant to address rationalization of
the crab industry. Some of these proposals could eliminate any future participation by the
community of Atka in the crab industry.

Atka has ot in the past been able to participate in the crab industry due fo isolation and jack of
infrastructure. The Community Development Quota (CDQ) program has provided infrastructure

_— to enable residents of Atka to participate in the commercial hafibut fishery. The small local shore-
based plant must diversify aperations in order to provide the village with a stable ecohomic base
using what is available around the island of Atka.

The Aleutian Pribilof Islands Community Development Asscciation (APICDA) has future plans for
expanding operations of Atka Pride Seafooeds to include crab. Proposals that restrict
participation in the industry by the people who live in the area are unjust and unreasonable. The
City of Atka supports the proposal of APICDA that reads as follows:

“Any limitation of future crab processing entities, whether as a result of crab processor quota
shares, the formation of cooperatives, or some other fimitation, shail not apply fo a coQ
communily that does not have a shore side crab processing facility, providing the crab
processing facility constnicted is owned at feast fifty percent by the CDQ group representing

that community.”
Thank you for your consideration. p
Sinoerejy, . 51“& wehar - .
Julie Dirks
City Administrator

Cc: Atka City Council
APICDA
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of the Pacific
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April 2, 2002

Chairman David Benton - )

North Pacific Fishery Management Council
605 West 4. Avenue, Suite 306
Anchorage, AK 99501-2252

Dear Chairmzn Benton, .

On behalf of the 300 plus. members of the Deep Sea Fishermen’s Union of the Pacific
(DSFU) we want to thank you for the appointment of Beau Bergeron, our Executive
Director, to the Council’s IEQ Implementation and Cost Recovery Committee. Beau will
bring a deep skill set and dedication to the committee.

DSFU is an independent union and the oldest organization of crewmen and skippers in
the North Pacific. It was founded in 1912 and is comoposed of longliners who fish
primarily in the Gulf of Alaska and the Bering Sea. Many of our members worked
aboard vessels during the qualifying years for the original Individual Fish Quota (IFQ)
'process and allocation. e :

The Union and its members were very active in the development and implementation
process. It is truly unfortunate, especially in retrospect, that crew members did not
receive any initial allocation. Discussions about this aspect of IFQ inappropriately
replied to crew members as “‘ancillary to the operation” and a potential source of
“bookkeeping nightmares.” Both categorizations were false and demean the absolutely
essential role we play as well as the continuing professionalism exhibited by Union
members. g

Since that time, many crewmembers have invested heavily in [FQ purchases in order to
regain the immense amount of collective bargeining ability we lost with the
implementation of this system. Our Union is uniquely qualified to comment on the IFQ
process and its impact on crew metnbers (working fisherman) and the fishery. The



64/85/2082 @9;22 2867835811 DEEP SEA FISHERMENS PAGE 83

Captain and Crew Quote Ownership pfOViSion in the Crab Ratio.lll,a_lization effort is an
. Opportunity not available to us at-thé onset of IFQ. ' '

With Crab Rationalization we now, collectively, have the opportunity to lean from our
experience and ensure this provision is included in the program. Captain/Crew Quota
Ownership Share fosters job security, stability of the market and protects the fishety.
DSFU js fully and enthusiastically supportive of the inclusion of the Captain/Crew Quota
Ownership Share in the Crab Rationalization proposal,

Thank' you in advance for your consideration, Additionally, we will certainly be
available to the Council and the Advisory Panel to lend our insight and experience to
what we feel is an extremely important part of this program.

Pat Hunter ~ 7. .
President
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April 11,2002

North Pacific Fisheries Management Council

605 West 4th Avenue, Suite 306
Anchorage, Alaska 99501-2252

Mr. Chairman and Council Members.

Having read testimony from the congressional hearings on IFQ’s, I’'m mad enough to bite the
heads off a keg of rusty nails. Let’s not beat around the bush, don’t believe for a second that the
IFQ hearings in Washington, D.C. presented a balanced or representative view of the program.
Some elements concerning IFQ’s and processor views need clarification, and you need to be
aware of where most fishermen really stand. I'm a 20-year resident commercial fisherman from
Homer, Alaska. Two decades ago I started on the deck of the esteemed Oscar Dyson’s, Peggy
Jo. T’ve fished from southeast to Nome, seined for salmon and herring, crabbed and longlined,
owned and ran a Bristol Bay operation for 16 years. I currently own and run a 32-foot boat
fishing for halibut, employing my family and others from Alaska as crew members. I know of
what I speak.

First: No processor IFQ’s. They just want another AFA, or some method so they can own the
fishermen. I’'m getting the distinct impression the deck’s getting stacked against folks like
myself. You hear fishermen back processor IFQ’s? Here’s the back room deal. I have a friend
with a 58-foot dragger and a major processor tells him, “You back us on processor IFQ’s and
when you’re ready to get out we’ll buy your boat and your fishing rights”. Well, this friend of
mine is going to retire in 5 years and that sounds appealing. He doesn’t think about the next
generation, he just wants his retirement plan. The same scenario is being played out with crab.
Probe below the surface of the supposed support by fishermen for processor quota and this is
what you will find. But where does that put the new entrants or remaining fishermen 15 years
from now? Fishermen will be nothing more than indentured servants. The fishery will be owned
by a few big operators and the rest of us are cheap labor.

I’ve bought into this IFQ program, as has my crew. No big windfalls here. Put up my house,
boat, pile of cash, and several loans to participate. Does the program work? You bet. Best
innovation in Alaska fisheries in the last 100 years. And I can provide a long list of small boat
owners like myself who agree. Interestingly enough, a whole pile of them from Kodiak, a town
which originally hated the IFQ idea. You’ll find a vastly different sentiment in Kodiak today.
Back to the detractors. Of course the processors hate the IFQ program. They’re still back in the
1880’s, wanting to own the fishermen and sell frozen halibut and canned salmon complete with
skin and bones, a leftover product of a bygone era.

I see Mr. Hoard, from Icicle, claiming 100% of the value of the IFQ fishery went to the harvesting
sector. Did he say that with a straight face? Last time I checked every pound of halibut and
sablefish comes across a dock and has to be bought or handled by a processor before it goes to
the next link in the chain. Icicle has a plant in Seward, the number 2 port for IFQ landings.
Petersburg, a major southeast port, is home territory for Icicle. What’s stopping them from
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. buying until their heart’s content in either port? Homer, where Icicle had a plant, is the number 1
port for IFQ deliveries. After a plant fire Icicle chose not to rebuild in Homer. However, an IFQ
fisherman came in and put up The Fish Factory, invested hundreds of thousands of dollars in a
fine, small processing facility 200 feet from where the old Icicle plant stood. Invested money
right here. Created jobs right here. Icicle? They used the insurance money from the burned
Homer plant to buy into Bering Sea pollock via the Northern Victor, a floating processor.
Interestingly Icicle fought the AFA tooth and nail until they bought into the club. Voila, suddenly
it’s a wonderful program. And how much good does their pollock operation do for any coastal
community? Well, I see their processor every summer anchored in Beaver Inlet, well south of
Dutch Harbor, probably avoids a town fish tax, 2 or 3 big trawlers delivering to them. Those
boats effectively have no choice, have to deliver to Icicle. Workers aboard the processor can’t
readily get to town, and 3 guys on each dragger who can’t wait to get out of Dutch. So the bulk
of the proceeds stay off the beach, hardly anyone goes to town and at the end of the season they
all go south. You tell me how much good that does for our coastal communities?

The bottom line with respect to the current IFQ program is: the lay of the land has changed and
our traditional processors don’t like it, and unless they can get another AFA, don’t want to play a
new game; they’re rather fond of the “my way or the highway” approach. See what that’s done
for the salmon business? Icicle and their cohorts want it like it was during the halibut derbies,
which was only about a 10 year period in this 125 year commercial fishery. The fishermen really
had no choice then. The big processors were the only game, primarily only those with big freezer
capacity participated, effectively freezing out the small buyer. They sold fresh fish for 10 days a
year, stuck the rest in the freezer and doled it out for 11 1/2 months. The Matulich Study is
seriously flawed in this area. Considering the 6 years prior to the IFQ program as the norm is a
joke. The derbies were an abberration, an anomaly, the end result of a system which became
Hawed. (You suppose getting $250,000 + from the processors for the study influenced the
outcome of Dr, Matulich’s work)? The IFQ program on the other hand makes sense from a
biological, market, and safety standpoint. It is much easier to manage with far less waste. People
want fresh fish and can get it 8 months out of a year, not just a few days. Undoubtedly, the
current fishery is much safer than the derbies. The IFQ program provides all these benefits. It
works. The one serious innovation the program could use,where biologically feasible, is moving
towards a year-round fishery. Interestingly enough, it is our tradition-bound processor contingent
leading the opposition to this idea.

At the hearings, I see no testimony from the regular fisherman. No one like myself, a purely
independent operator who happens to think the IFQ program has more attributes than flaws. Yet
we make up the bulk of the IFQ fleet. Mr. Hoard speaks to footing the bill for the lost
opportunities in the halibut and sablefish business. Did anybody ask him to elaborate? Or did
everyone just nod their head in assent? If they’ve lost opportunity it’s because they refuse to
participate. Obviously, the major processors hate to bid for fish. They want leverage, guarantees,
indebtedness, whatever it takes to make fishermen deliver to them. Interestingly, several of the
“major” processors were founded by upstart fishermen, but today these same processors want to
make sure this never happens again by having a closed class for themselves. They own facilities in
the middle of richest fishing grounds in North America and they don’t get product, get left out?
Last time I checked it was easy to get product--open up the wallet. All that fish is passing right
under their nose, where many have, or had operations. That’s equivalent to me whining I have
no opportunity to catch a fish while 60 milion pounds of Alaskan halibut is caught all around me,
Ridiculous. We watched Icicle all my years in Bristol Bay. They came in looking good in 1979, a
new concept, innovators, floating processors. But the innovation seemed to stall right there, and
slowly but surely, like an aging athlete they lost their edge, became unresponsive, heavy with



- » middle management, no one could give you a direct answer. For the most part, price paid for

product began to lag year after year. By 1996, my last year, a large portion of their Bristo]l Bay

-~ salmon fleet fished for them because of inertia or they had to, owed them money. Not to just

= pick on one outfit, the feeling was similar with other major processors. They failed to evolve,
unlike some processors, those that ran leaner with fewer people, less service but higher prices for
fish. That’s where a lot of fishermen migrated. Same with the IFQ program. Many fishermen
don’t put a lot of stock in company jackets and hats, a company barbecue, or an expediter with
rides to the airport. Pay me the price and I’'ll buy my own bat. Get rid of that company driver,
save yourself some bucks, and I'll catch my own ride. Many processors remain cumbersome and
stodgy, and rather than lose some bulk and get in shape, they want you to promise them a steady
dict of bon bons in the form of guaranteed fishermen and product, and no new entrants in the
processing arena if possible. I hope you maintain a hearty skepticism when speaking with these
processors and their representatives.

If the only voices you hear or listen to are those of the “big dogs”, then you’ve left out a
formidable number of Alaskan citizens and fishermen. I do not wish ill luck on the processors. I
would rather brag about them as leaders and innovators in my industry. I know many fine folks
who work for various processors, but the looming spectre of tying me or any other fisherman to a
specific processor is an onerous and chilling prospect. What it boils down to from the processor’s
desired angle is “you can own your quota, but we’ll own you”. I truly hope you wiil be an
advocate for the industry as a whole, which includes numerous fishermen like myself, and
consider us when making your decisions. We are the fiber of Alaskan coastal communities.

An aside | just learned a few days ago. You are probably aware of the new plan in Chignik for
salmon. Are you aware that some fishermen hope to bring in a small processor owned by Ray
Wadsworth (raised in Seldovia), a longtime Alaskan fisherman. Ray also invented a machine to
extract pin bones from salmon fillets. The idea is to have high quality, vacuum bagged, boneless

N sockeye fillets. Maybe it’ll work, maybe it won’t. Well, Norquest, a Chignik processor, has been
posturing, warning “their” boats should any of them attempt to sell any fish to this upstart
operation. Now I don’t have anything against Norquest, know and like several of the principal
owners, but you can see the problem. Norquest figures that when they bought into Chignik, they
also received a guaranteed portion of the fleet. Now somebody may upset, what is to their way of
thinking, their franchise rights. There is a lot of pressure on fishermen to remain “in bounds”, and
not supply any new operation with product. Let’s remember, Norquest began with a bunch of
upstarts who left Icicle. We do need new and radical thinking in Alaska salmon fisheries, but here
is a prime example of why limiting processors may limit innovation. So set up a situation where
new entrants are locked out of processing, or boats are tied to a processor and you take a big step
backwards. Talk to folks, if they’re not too intimidated, in Sand Point about Trident, effectively
the only market in town. Residents operate with the constant reminder of retribution if they don’t
toe the line. Those people might as well be Appalachian coal miners from 1920, owing their soul
to the company store. Anyone can appreciate Chuck Bundrant’s ability to build a power house
business. I'd not kick him in the shins over that. But remember, he was once an upstart fisherman
too, figured he might rather try things his way instead of selling to the same old outfit. Don’t
close that same door in face of future generations.

el o e

David Whitmi
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Alaska Fisheries Conservation Group

BSAI crab vessel owners from Washington, Oregon and Alaska

Box 910 Woodinville, WA 98072 (206) 849-6752 Fax (425) 823-3964

ISSUE ONE:

Proposed Revisions to Bering Sea Crab

Rationalization Alternatives (March 2002)

Problem Statement on Page 1: Remove “Bycatch and its associated mortalities
and landing deadloss.”

Justification: National Standard 8 in MSA’96 requires that “conservation and
management measures mininize, {0 the extent practicable, bycatch and the
mortality of bycatch and the mortality of bycaich that cannot be avoided.”

ADFG Regional Report #4K00-61 shows that

A

Female snow crab have accounted for less than one percent of all
snow crab bycatch.

94% of snow crab bycatch were legal males greater than 3.1-inches
in carapace width.

Snow crab bycatch will continue to be dominated by mature males
greater than 3.1-inches in carapace width.

ADFG’s best estimate of snow crab bycatch mortality is 25%
because of concerns over freezing of crabs resulting from wind-
chill exposure during the winter crab fishery.

If 25% was a reasonable estimate, you would expect to see a
comparable degree of deadloss from deliveries in Dutch Harbor
and Saint Paul during the same period.

Note: the Alaska Board of Fisheries was petitioned by a Bering
Sea crab fisherman last October to shut down the winter fishery in
January and, instead, open the Opilio fishery in April. The Board
turned him down by a unanimous vote 7-0.

)



Instead, the 2001 Crab SAFE indicates on Page 47 that snow crab deadloss in the
period 1990-1998 averaged only 1.3%.

Likewise, the 2001 SAFE also reports on Page 47 that “observer data collected
during 1998 and 1999 snow crab seasons indicate that sorted bycatch typically is
returned to the sea in less time than the 5-minutes that crabs were exposed to
wind chill during the laboratory study.”

Page 50 of the 2001 SAFE shows that snow crab bycatch mortality as a percent of
abundance averaged less than one-haif of 1 percent from 1994-1999.

Conclusion: Bycatch and bycatch mortality in the snow crab fishery is minimized
to the extent practicable. Therefore, it should not be used as a legitimate purpose
for rationalization.

ISSUE TWO

Effect of the crab buyback program on current BSAI crab fleet size: On Page 11
of the Crab Rationalization Document under Alternative 1 add

“NMFS estimates that the Crab Buyback Program, alone, will
permanently eliminate 60-vessels in 2002.”

-End-
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retary of State to negotiate and enter into a PIAFA at the request
of, and with the concurrence of, the Governor of a Pacific Insular
Area to allow foreign fishing within the EEZ adjacent to that Pa-
cific Insular Area. The Western Pacific Council would act on behalf
of Pacific Insular Areas for which there is no Governor.

PIAFAs: (1) would be required to provide for observer coverage;
(2) would not be subject to provisions of section 201 of the Magnu-
son Act related to the calculation of total allowable levels of foreign
fishing; (3) could not exceed three years in duration nor supersede
any GIFA; and (4) could not be negotiated with' a nation that is in
violation of any GIFA. Fees collected under a PIAFA may be-in ex-
cess of administrative costs and would be used for fishery conserva-
tion and management purposes in the Pacific Insular Area to which
the agreement pertains.

Prior to entering into a PIAFA, the Governor of a Pacific Insular
Area, in concurrence with the Western Pacific Council, would de-
velop a three-year conservation and management plan for which
funds generated from the agreement would be used. Funds could
also be allocated for other marine and coastal-related uses but only
after conservation and management costs have been met. The ex-
penditure of funds generated by a PIAFA is intended to benefit the
geople and resources of these western Pacific areas and in doing so

enefit the Nation.

Section 106(e) would amend section 205(a) of the Magnuson Act
dealing with import prohibitions to require certification by the Sec-
retary of State of any foreign nation that fails to enter into an
international bycatch agreement. As amended, section 205 would
require the Secretary o?;.he Treasury, upon receipt of such a cer-
tification, to impose trade sanctions on fish and fish products from
the foreign nation involved.

Section 106(f) would amend section 206(e) of the Magnuson Act
on large-scale driftnet fishing to eliminate duplicative annual re-

porting requirements.

Section 107.—National Standards

Section 107 would amend section 301(a) of the Magnuson Act to
modify and expand upon the national standards for conservation
and management with which fishery management plans and regu-
lations must be consistent. Section 107(a) would amend national
standard five to require conservation and management measures,
where practicable, to “consider” efficiency, rather than “promote”
efficiency. In the past, this national standard has been used to,
among other things, justify ecologically wasteful, but economically
efficient practices such as roe stripping. The goal of this amend-
ment is not to eliminate efficiency as a consideration in the devel-
opment of plans and regulations, but rather to ensure that it is bal-
anced with the requirements of other national standards.

Section 107(b) would add three new national standards at the
end of section 301(a) of the Magnuson Act. New national standard
eight would require that conservation and management measures
take into account the importance of the harvest of fishery resources
to minimize (to the extent practicable) adverse economic impacts
on, and provide for the sustained participation of, fishing commu-

-




-

14

nities, but would prevent such measures from having an economic
allocation as their sole purpose. This standard is not intended to
constitute a basis for allocating resources to a specific fishing com-
munity or provide preferential treatment based on residence in a
fishing community. As clearly stated in existing national standard
four, conservation and management measures shall not discrimi-
nate between residents of different States, and any necessary allo-
cation or assiﬁnment of fishing privileges must be fair and equi-
table 1o all fishermen. This standard also is not intended to be used

as a basis for circumventing conservation requirements.

New national standa 1d require that conservation and
management measures{minimize, fo the extent practicable, bycatch
and the mortality of b ¢h cannot be avoided. The priority

for reducing bycatch under the new standard would be to minimize

or avoid catching bycatch species where possible. Fish that arc

bycatch and cannot be avoided should, to the extent practicable, b

returned to the sea alive. The Commitiee anticipates that ecological

interrelationships of fish species in the ecosystem will be an impor-

1t:'and; t;::cilnssiclet'a’t.icm. in determining the practicability of minimizin
ycatch.

New national standard ten would require that conservation and
management measures promote the gafety of human life at sea.
The Committee recognizes that commercial fishing is a difficult and
sometimes hazardous occupation and encourages efforts to protect
crew safety.¢However, the standard is not intended to give pref
erence to one type of managemeni system over another.yTo reil.
erate, existing national stan four states that conservation and
management measures shall not discriminate between residents of
different states, and any necessary allocation or assignment of fish-
ing privileges must be fair and equitable to all fishermen. In addi-
tion, national standard five states that no conservation and man-
agement measure shall have an economic allocation as its sole pur-

pose.
Section 108.—Regional Fishery Management Councils

Section 108 of the reported bill would amend section 302 of the
Magnuson Act which establishes the eight Councils and procedures
for their operation and administration. Section 108(a) would make
a number of changes to the Council’s makeup. With reéspect to the
Mid-Atlantic Council, this section would add two positions for
North Carolina to the Council membership increasing the number
of voting members from 19 to 21 and increasing the number of
members appointed by the Secretary from 12 to 13. The amend-
ment, though, would not expand or change the geographical or
ocean area for which the Mid-Atlantic Council has authority.

With respect to the Pacific Council, this section would increase
the number of voting members from 13 to 14 and require the ap-
pointment of a voting member who represents an Indian tribe with
Federally-recognized fishing rights from California, Oregon, Wash-
ington, or Idaho.

With respect to Atlantic highly migratory species (FIMS), sub-
section 108{(a)(7) would move the existingSeg:.lethority in section
304(f(3) of the Magnusen Act (giving the tary management
authority for such fisheries) to section 302(a). The language is iden-
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PROPOSED SEASON DATE CHANGE FOR THE SNOW CRAB FISHERY
REPORT TO THE ALASKA BOARD OF FISHERIES

Regional Information Report No. 4K00-61

Alaska Departroeni of Fish and Game
Division of Com:nercial Fisheries
211 Mission Road
Kodiak, Alaska 99615

Gcteber 2000
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carapace width (CW) smaller than the 4-in CW industry standard for retention. So, although
relatively few female and sublegal male snow crab were captured during the snow crab fishery, the
annual estimated percentage of legal-sized males that were captured but not retained during 1994-
1999 ranged from 25% to 40%. Nearly 100% of the non-retained male snow crab that have been

captured during the commercial i mature, regardiess of size (R.S. Otto.
S Kodiak, pers. comm.){ Bycatch of female snow crab, which have accounted for less than 1%
of the snow crab bycaich, has aiso been dominated by mature animals. f -

The 2000 snow crab open-access season was delayed until April and prosecuted under 2 greatly
reduced guideline harvest levet of 28.5 million pounds. Observer data indicates that 4.5 million
crabs, rou 17% of all snow crabs captured during the fishery, were discarded during that
season.[ An estimated 94% of those discarded crabs were non-re egal males > 3.T-in CW,

indicating that 16% of captured 1ewmmmﬁ Tower bycatch @
Tate observed during the 2000 snow crab season is likely due to the low abundance of male snow

crab < 4-in CW as estimated from the 1999 National Marine Fisheries Service eastern Bering
Sea trawl survey (Stevens, et al. 2000). The lower bycatch rate in the 2000 season may also be
attributable to an exploitation rate on legal males > 4-in CW that was roughly 1/3 of that used in
earlier seasons.

Although the current escape mechanisms should allow for reduced bycaich relative to that seen
under prior regulations, there has been no opportunity to evaluate the bycatch levels during the
commercial fishery under those new regulations. It should be noted that there are other factors
besides escape mechanisms that are important in affecting bycatch rates. Those factors include: the
guideline harvest level; the areas fished; soak times used; industry choices on minimum size for
retention of legal-sized males; and the abundance of the portion of the population targeted by the
directed fishery relative to the abundance of the portion that occurs as bycatch. | Regardless of the
“magnitude of bycatch that will occur under the Curreit escape mechansm re?ﬁLlions, distribution

patterns indicate that the snow crab bycatch will continue to be dominated by mature males > 3.1-in
CW.

Snow Crab Bycatch Mortality Issues

Anaiysts for A Rebuilding Plan for the Bering Sea C. opilio Stock (NPFMC 2000) used 25% as a
“best estimate” for the bycatch mortality rate during the snow crab fishery under the current fishery
conditions; i.¢., the analysts assumed that 25% of bycatch snow crab captured during the snow crab
fishery die as a direct result of handling and discarding. Those analysts assumed that bycatch

mortality in the snow crab fishery was higher than in any other Bering Sea crab fisheries. (In iarge
part, their assumption of higher bycatch mortality in the snow crab fishery was due to concerns over
freezing of crabs resulting from wind-chill exposure during the winter snow crab season,

discussed below, however, e actual shori- and long-term e
survivorship of bycatch snow crab during the snow crab fishery remain unknown.

The effects on survivorship due to handling undoubtedly vary among crabs of different sizes and
shell ages. Effects also vary due to the conditions particular to each vessel, due to sorting facilities
and methods of vessels, and due to prevailing wind and temperature conditions. Factors that can
affect survivorship of bycatch crabs include injuries due to impact and tearing and freezing due to
extreme cold or to wind-chill at less extreme temperatures. Injuries to the shell can increase
susceptibility to infection or to predation by sand-fleas. Time of aerial exposure on deck prior to

8
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e BSAI Crab Bycatch
! prepared by Dave Witherell, NPFMC staff

What is bvcatch?
Bycatch of crab occurs in the directed crab pot fisheries and other fishenies, including groundfish and
scallop fisheries. In the crab fisheries, crab bycatch inchudes fermales of target species, sublegal males of

target species, and pon-target crab. In all other fisheries, crabs are a prohibited species, so every crab
caught incidentally is considered bycatch.

How many crabs are taken as byeateh?
The following tables show the munbers of crab taken as bycatch in these fisheries.

Bycatch of C. opilio crabs (numbers of crab) in Bering Sea fisheries, 1994-2000.
directed groandfich groundfish scallop _
Year crab pot traw} fixed rear  dredee Total
1994 53,082564 12351899 130,228 34866 65599557
1995 48,734,000 3,165,555 230,233 0 54,329,788
1996 56,570,785 3,643,612 267,395 104836 60,586,628
1997 75005446 5276208 554,103 195345  §1,031,102
1998 51591453 4,122,548 549139 232911 56495151
1999 41666447 1,544,747 269,778 150421 43,631,393
4,166,000 . 2207279 na 105,602 nha
scallop
Year trawl dredsre
1994 3,843,080 1,193 6 0 3,849279
1995 confidentis] 2,725 47 o wa
1996 1,699,333 168 574 [ 1,700,075
1997 confidential 8 187 0 nfa
1998 confidential (] T4 0 nfa
1999 m 1] 4983 0 nia
2000 o 0 n/a
[ ﬁ



Bycatch of C. bairdi crabs (uambers of erab) in Bering Sea fisheries, 1994-2000, Y‘.\
directed groundfish groundfish scallop
Year crab pot trawl fixed gear dredpe Total
1994 19,003,200 2,496,761 48221 245000 21,793,182
1995 15,897,300 2,212,181 87,674 0 18,197,155
1596 4588000 1,836,031 279,560 17,000 6,930,591
1997 4365800  1917,736 50218 28000 6,861,854
1998 4293800 1477816 46,552 36000 5,854,068
1999 * 901,619 43220 * .
2000 343000 1,002,074 140,453 53614 1,539,141
Do all these crabs die?
Crab Fisheries

Some crabs taken as bycatch die due to handling mortality. Sevexal laboratory and field studies have

been conducted to determine mortality caused by handling juvenile and female crab taken in crab

fisheries. There are a vatiety of effects caused by handling, ranging from sublethal (reduced growth

fates, molting probabilities, decreased visnal acuity from bright lights, and vigor) to lethal effects.

Studies have shown a range of mortality due to handling based on gear type, species, molting stage,

mmber of tines bavdled, temperature, and exposure time (Murphy and Kruse 1995). Handling mortality

may have contributed to the high natural mortality levels observed for Bristol Bay red king crab in the

early 1980% (65% for males and 82% for females), that along with high harvest rates, resulted in stock
collapse (Zheng et al. 1995). However, another study concluded that handling mortality from deck },..\
impacts and temmperature was not responsibile for the decline on the red king crab fishery (Zhou and . _
Shirley 1995, 1996).

Byersdorfer and Watson (1992, 1993) examined red king crab and Tamer crab taken as bycatch during
the 1991 and 1992 red king crab test fisherics. Instantaneous handling mortality of red king crab was
<1% in 1991, and 11.2% in 1992. Stevens and MacIntosh (1993) found average overall mortality of
5.2% for red Xing crabs and 11% for Tanner crabs on one commercial crab vessel. Authors recommend
these results be viewed with caution, noting that experimental conditions were conservative. Mortality
for red king crab held 48 hours was 8% (Stevens and Maclntosh 1993, as cited in Queirolo et al. 1995).
A laboratory study that cxamined the effects of nmltiple handling indicated that mortality of discarded
red king crabs was negligible (2%), although body damage increased with handling (Zhou and Shirley
1995). .

Delayed mortality due to handling does not appear to be influenced by method of release. In an
experireat done during a test fishery, red king crab thrown off the deck while the vessel was moving
versus those gently placed back into the ocean showed no differences in tag return rates (Watson and
Pengilly 1994). Handling methods on mortality have been shown to be non-significant in }aboratory
experiments with red king crab (Zhou and Shirley 1995, 1996) and Tanner crab (Maclatosh et al. 1996).

Although handling did not cause mortality, injury rates were directly related to the mrber of times
hamdled.

Mortality of crabs is also related to time out of water and air temperature. A study of red king crabs and

Tanner crabs found that crabs exposed to air exhibited reduced vigor and righting times, feeding rates _
(Tarmer crabs), and growth (red king crabs) (Carls and Clair 1989). For surviving females, there was no )_\
impact on survival of eggs or larvae. Cold air resulted in leg loss or immediate mortality for Tanner "



/A\crabs whereas red king crabs exhibited delayed mortality that occurred during molting, A relationship
'was developed to predict mortality as the product of temperature and duration of exposure (measured as
degree hours). Median lethal exposure was -8oC for red king crab and -4.30C for Tanner crab. For
example, if crabs were held on deck for 10 mimutes and it was -230C (10 degrees below zero Fahrenhejt)
outside, about 15% of the king crab and 50% of the Tanner crad would die of exposure. Because BSAI
crab fisheries occur from Noverrber through March, cold exposure could cause significant handling
mortality to crabs not immediately returned to the ocean. Zhou and Shirley (1995) observed that average
time on deck was generally 2 to 3 minutes, andﬁleyconcludedthathandlmgmtahtywnsnota

significant source of mortality.

Fm&errww&hasindica@&atwindchﬂmybcanimpommmﬁtyfaaor. In 1997, a laboratory
study examined the effects of cold windchill temperature on mortality, lirb loss, and activity (righting
response) for sublegal sized male Taoner crabs (Zhou and Kruse, 1998, Shirley 1998). The study fonnd
significant inverse relationships between wiridchill and cxab mortality, limb loss, and activity. Crabs
mmmmmdmammm@eﬁsmradmﬁm-ofjnﬁmts,mmﬂmd
in seawater tanks and held for 7 days. Zhou and Kruse (1998) found that virtnally afl crabs died when -
exposed to windspeeds greater than 7.7 m/s (15 nautical miles per hour) and air temperatures less than -
10.40C (13.30F). Stronger winds, even at warmer temperatures (but still below freezing), can have the
same effect. Shirley (1998) estimated that 50% of the crabs wonld dic in windchill temperatures of -
110C (this windchill temperature can result from air temperatures of 210F and wind speeds of 30 nautical
miles per hour). He concluded that “The effects of windchill on sublegal Tanner crabs is dramatic, and
undoubtedly results in decreased recruitment to adult stocks™.

On the other hand, there is evidence from the fishery itself that windchill during the snow crab fishery

raay not be as important a mortality factor as would be expected from the laboratory study on Tanner
v “\crabs (Shirley 1998) and prevailing weather conditions. The primary evidence in this regard is the low
rate of deadloss that occurs during the snowcrab fishery. The spow crabs that are delivered to procsssors
are generally subjected to the similar windchill exposures before being sorted on deck and deposited into
the holding tank as are non-legal snow crabs and Tanner crabs before they are sorted and discarded. Data-
collected by onboard observers during the 1999 snow crab fishery indicate that bycatch crabs generally
arenotexposcdtoﬂ:em:anylonguﬂmnﬂmrmmcatchm Tracy, ADF&G, pess. conmn). The ,
éffects of windchill on snow crabs have not been directly studied. It would, however, be expected for
retained legal snow crabs (males, generally > 101 mm CW) to show similar effects due to windchill as
bycatch Tanner crabs due to the morphological similasity of spow and Tanner crabs and because b
Tammmbsalsotmdtnbemles> 101 mCW(D ‘Ihcy ADF&G pess. comm){ Because snow crabs (

3 y X AR
ADF&G pers. comn:l.),hlghrawsofdmdloss Wouldbeexpectedmﬂwdchvmesﬁon-deckwmddﬁﬂ
exposure resulted in mortality rates comparable to those experienced by Tanner crabs in the laboratory
study. Commrercial catch statistics theY 990 through 1998 snow crab seasons, however, indicate
that the armual deadloss averaged only\ 1.3%;of the total delivered snow crabs and ranged from 0.7% to
2.0%. Suchlow rates of deadloss, low temperatures and high winds that can occur in the
Bering Sea during the snow crab fishery, may be reflective of features of fishing vessels and fishing
practices that serve to protect captured and sorted crabs from windchill exposare. Shelter decks, storm
walls, use of totes, and leeward aligmnent of vessels during gear retrieval, for example, would tend to
protect crabs from windchill exposure during sorting. However, these low rates of dealoss are averages
from throught the season. Higher rates of deadloss may be found in erab d&vmesmdedumgpmods
=2

following more severe weather conditions. Additionally, cbserver data collected 199831:&
1999 snow crab seasens indicate that sorted bycatch typi t to the sea i

_. mimtes that crabs were exposed to windchill during borator} stady (D. Tracy,
! oomm) Data on limb autotomies collected from bycatch aabsbyonbomiobmdunngﬂw
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1999 snow crab season also indicate that the effects of windchill in practice is less than that predicted | o
from laboratory stndies and prevailing weather. Examination of 1,718 bycaught bairdi prior to oo
discarding dnring the 1999 season indicates a limb autotomy rate of only 0.3% — well below the limb "
autotomy rates observed in the laboratory study for windchills associated with high mortality rates. In
summmary, although it has been conclusively shown that windchill can effect high rates of mortality m
Tanner crabs, there is also evidence that exposure of captured crabs to such windchill may not be
cormnmon during actual fishing. Laboratorycxpemmnmontheeﬁec:sofwmdchiﬂonmwcrabsam
currenﬂybcm, conducted (Shirley, pers. cormm ). -
Tra es

The effect of crab bycatch on crab stocks is somewhat tempered by survival of discarded crabs. There
have been mumerous studies conducted on crab bycatch mortality, with each stady having different
objectives, methodology, and results. . A summnary of these stodies is provided below, but many questions
remain upanswered. Stevens (1990) found that 21% of the king crabs and 22% of the Tanner crabs
captured-incidentally in BSAI trawl fisheries survived at least 2 days following capture. Blackburn and
Schimidt (1988) made observations on instantaneons mortality of crab taken by domestic trawl fisheries
in the Kodiak area. They found acute mortality for softshell red king crab averaged 21%, hard shelled
red king crab 1.2%, and 12.6% for Tamner crab. Another traw] stody indicated that trawl induced
inortalities aboard ship were 12% for Tarmer crab and 19% for red king crab (Owen 1988). Fukuhara
and Worlund (1973) cbserved an overall Tanner crab mortality of 60-70% in the foreign Bering Sea trawl
fisheries. They also noted that mortality was higher in the summer (95%) than in the spring (50%).
Hayes (1973) found that mortality of Taneer crab captured by trawl gear was due to time out of water,
with 50% mortality after 12 hours. Natnral Resource Consultants (1988) reported that overall survival of
red king crab and Tanner crab bycaught and keld in circulation tanks for 24-48 hovrs was <22%. In other ?_.\

analyses, the estimated mortality rate of trawl bycanght red king crab and Tanner crab was 80% (NPFMC
1993, 1995).

Other Groundfish Fisherics

Some crabs are canght incidentally by non-trawl gear in pursuit of groundfish, and a portion of these
crabs die. No ficld or laboratory studies have been made to estimate mortality of crab discarded in these
fisheries. However, based on condition factor information from the trawl survey, mortality of crab
bycatch has been estimated and vsed in previous analyses (NPFMC 1993). Discard mortality rates. for
red king crab were estimated at 37% in longline fisheries and 37% in pot fisheries. Estimated bycatch
mortality rates for Tammer crab were 45% in longlire fisheries and 30% in pot fisheries. No observations
had been made for spow crab, but mortality rates are likely similar to Tammer erab. In the analysis made
for Amendment 37, a 37% mortality rate was assumed for red king crab taken in longline fisheries and
an 8% rate for pot fisheries. Observer data on condition factors collected for crab during the 1991
domestic fisheries suggested lower mortality of red king crab taken in gronndfish pot fisheries. Bycatch
mortality rates nsed in the analysis of Amendment 37 (NPFMC 1996) for snow crabs were 45% in
longline fisheries and 30% in pot fisheries.

Scallop Fishery

Observations from scallop fisheries across the state suggest that mortality of crab bycatch is low relative
to traw} gear due to shorter tow times, shorter exposure times, and lower catch weight and volime. For

crab taken as bycatch in the Gulf of Alaska weathervane scallop fishery, Hennick (1973) estimated that

about 30% of Tanner crabs and 42% of the red king crabs bycanght in scallop dredges were killed or h
injured. Hammerstrom and Merrit (1985) estimated mortality of Tanner crab at 8% in Cook Inlet. '
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/o—u\Kaiser (1986) estirnated mortality rates of 19% for Tanner crab and 48% for red king crab bycaught off
Kodiak Island. Urban el al. (1994) reported that in 1992, 13-35% of the Tanner crab bycaught were
dead or moribund before being discarded, with the highest mortality rate occurring on small (<40 mm
cw) and large (>120 mm cw) crabs. Delayed mortality resolting from injury or stress was not estimated.
Mortality in the Bering Sea appears to be lower than in the Gulf of Alaska, in part due to different sizes
of crab taken. Observations from the 1993 Bering Sea scallop fishery indicated lower bycatch mortality
. of red king crab (10%), Tanner crab (11%) and snow crab (19%). As with observations from the Gulf of
Alaska, mortality appeared to be related to size, with Iarger and smaller crabs having higher mortality
rates on average thap mid-sized crabs (D. Pengilly, ADF&G, unpublished data). Ynomediate mortality of
Tanner crabs from the 1996 Bering Sea scallop fishery was 12.6% (Barnhart and Sagalkin 1998),
Delayed mortality was not estimated. In the analysis made for Amendment 41, a 40% discard mortality
rate (immediate and delayed mortality combined) was assumed for all crab species.

So what are the population impacts of byeatch?

By applying mortality rates estimated from scientific observations to the nurober of crabs taken as
bycatch, it is possible to estimate the relative inpacts of bycatch on crab populations. Discard mortality
rates have beea established in previous analysis (NPFMC 1999), and may be species or fishery specific.
Bycatch mortality rates in trawl, dredge, and fixed gear fisheries for all crab species were set at 80% ,
40%, and 20% respectively. For crab fisheries, mortality rates were averaged across different fisheries,
Rates used were 24% for C. opilio, 20% for C. bairdi, and 8% for blue king crab and red king crab.The
following tables show the resulting discard mortality estimates, the estimated population size based on
the NMFS trawl survey, and the percentage of the population removed due to bycatch mortality.

" Total bycaich (anmbers) musrtality of red king crabin all [] Total bycatch (uumbers) mortality of biue king crab in
fisheries in the Bristol Bay ares, 1994-1999 (throngh [ allfisherics in the 5t Matthew arca, 1994-1999 (fhrough

10/30), and corrent years survey abundance estimate. 10/30), and carreat years survey abundance estimate.

Bycatch  Abundamee  Byeatch Abundance  Bycatch

Year mortality {millions) 141 i as%

1994 225,759 339 067 ' 5% 523
' 1995 35,599 339 0.11 56 *
1996 88,300 533 017 \ 10.0 136
1997 124 485 751 017 100 *
1998 402 568 717 052 : »
1999 144,161 64.8 022 1.7 0.06

Total bycatch mortality (umbers) of C. baindi erabin
all fisheries in the Bering Sea, 1994-1999 (through
10/30), and coarent years sarvey abundance estimate.

Bycatch Abnndance Bycatch
Xear mortality (miliions) os5%

1994 3,905,693 i92.0 3.08
1995 4,965,740 1899 262
1996 2449137 1736 139
1599 2528612 159.0 159
1998 2,064,723 156.5 132
1999 na 3485 .
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Total bycatch mortality (onmmbers) of C, opilio in all
fisheries in the Bering Sea, 1994.199% (throagh 1
and carrent years survey abundance estinnte,

Bycatch Abamdance Bycatch

Year  portolity  Guillions) as%

1994 22,661,327 9,4459 024 Aoewst
1995 15,874,651 8,655.3 0.18

1996 16,587.291 54249 031 ;/-5
1997 22411232 -4,107.5 055 o

1998 15,883,059
11,345,869

What about unobserved mortality?

In addition to those crabs that are captured as
bycatch, fishing activities can also cause crab mortality in ways that cannot be directly observed. A
summary-of these potential unobserved mortalities are discussed below.

Catching mortality is ascribed to those crabs that enter a pot and are eaten by other pot inhabitants before
the pot is retrieved. Catching mortality likely ocours during the molting period, when crabs are more
susceptible to cannibalism. Most crab fisheries are set to occur outside of the molting season, and
catching mortality in these fisheries may be limited to octopus or large fish entering a pot. Because no
evidence of crab is left in tha pot, these mortalities remain unassessed.

&
Mortality is also caused by ghost fishing of lost crab pots and groundfish pots. Ghost fishing is the teom .,rj_ \
used to describe continued fishing by lost or derelict gear. The impact of ghost fishing on crab stocks
remains unknown. It has been estimated that 10% to 20% of crab pots are Jost éach year (Meyer 1971,
Kruse and Kimker 1993). Based on skipper interviews, about 10,000 pots were estimated lost in the
1992 Bristol Bay red king, and Bering Sea Tanner and snow crab fisheries (Tracy 1994). Fewer pots are
expected to be lost under pot limit regulations and shorter seasons. Bob Schofield, a major crab pot
mamfactarer, testified at the Janmary 1996 Council meeting that he was making fewer pots since
inception of the pot limit. He estimated that 6,461 pots were replaced in 1995. It is not known how long
lost pots may persist and continue to fish, or just litter the bottom.

A sonar survey of inner Chiniak Bay (Kodiak, Alaska) found a high density of lost crab pots (190 pots) in
an arca of about 4.5 km2 (Vining et al. 1997). Underwater observations indicated that crabs and fish
were comrnon residents of crab pots, whether or not the pot mesh was intact. Intact pots recovered from
the Chiniak Bay study arca often contained crabs (primarily Tamner crabs) and octopus. High (1985)
and High and Worlund (1979) observed that 20% of legal sized male red king crab and 8% of the
sublegals captured by lost pots failed to escape.

Crabs captured in lost pots may die of starvation or by predation. Captured crab are subject to

cannibalism (Paul et al. 1993), and predation by octopns, halibut and Pacific cod (High 1976). Crabs

may have limited abilities to withstand starvation In a simmlated field study, 39% mortality of Tanner
crabs was observed after 119 days of starvation (Kimker 1994). In a laboratory study, 10% of the

Tammer crabs tested died of starvation in 90 days. Of the 90% that had survived 90 days, all later died

even though they were freely fed (Panl et al. 1993). However, highest survival rates for juvenile king

crabs fed a variety of diets were from those treatments recieving no food, even for extended period of 3 /lg\
to 4 months (Shirley, unpublished data). To reduce starvation mortality in lost pots, crab pots have been :
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required to be fitted with degradable escape mechanisms. Regulations required #120 cotton thread from
1977-1993. Beginning in 1993, regulations required #30 cotton thread or 30-day galvanic timed release
mechanisms. A #30 cotton thread section is also required in gronndfish pots. The average time for #30
cotton twine to degrade is 89 days, and the galvanic timed release about 30 days to degrade. Pots fitted
with an escape mechanism of #72 cotton twine had a fishable life of 3-8 years and documented retention
of up to 100 crabs per lost pot (Meyer 1971). High and Wolund (1979) estimated an effective fishing life
of 15 years for king crab pots. Pots without escape mechanisms could contimue to catch and kill crabs for
many years, however testimony from crabbers and pot mamfacturers indicate that all pots currently
fished in Bering Sea crab fisheries contain escape mechanisms.

Mortality of crab caused by ghost fishing is difficult to estimate with precision given existing :
information. Mortality caused by continuous fishing of lost pots has not been estimated, but uabaited
crab pots continne to catch cxebs (Breen 1987, Meyer 1971), and pots are subject to rebaiting dus to
capture of Pacific cod, halibut, sablefish, and flatfish. Jn addition to mortality of trapped crab by ghost
pots, and predation by octopus and fish, pot mesh itself can kill crabs. Lost pots retrieved by NMFS
trawl surveys occasionally contain dead crabs trapped in loose webbing (Brad Stevens, NMFS, peérs.
comm). Pot limits and escape mechanisms may have greatly minimized phost fishing due to pot Ioss in
momtyears

Anotker very minor source of lnman induced crab mortality is direct gear impacts. Direct gear impacts
result from a pot landing on the ocean floor when it is being set, presumably darmaging any crab on which
it lands. With reasonable assumptions, direct gear imnpacts are only a very minor source of mortality,
however. An estimate of this impact can be derived by mmitiplying the nurrber of pot lifts, the area they
occupy, and relative crab density within areas fished in the Bering Sea. Assuming tbat pots land on
f\d:ﬁ'mnareas after each Lift, and crab pots are set non-randomly over areas with relatively high density
of crabs in directed fisheries, the total mumber of crab mmpacted can be roughly estimated, For 1993 the
red king crab fishery, assuming a density of 5,000 red king crab of all sizes per square mile (density data
from Stevens et al. 1998), a maxinmmum of about two thousand red king crab were impacted (NPFMC
1996). Similarly, a maxinmm of 9,000 Tanner crabs (assuming 10,000 crab/mile2) and 110 thousand
snow crabs {assuming 75,000 crab/mile2) were impacted by direct gear impacts in respective crab
fishesies in 1993. It is not known what proportion of these crab die when a crab pot lands on them.

Trawl Gear

Not all crabs in the path of a trawl are captured. Some crab pass under the gear, or pass through the trawl
meshes. Non-retained crabs may be subject to mortality from contact with trawl deors, bstdles, footrope,
or trawl mesh, as well as exposure to silt clouds produced by trawl and dredge gear. Only a few studies
have been conducted to estimate catchability of crabs by trawl gear, and these studies are summarized
below.

In one experiment to measnre non-observable mostality, 169 red king crabs were tethered in the path of
an Alentian combination trawl (Donaldson 1990). The trawl was equipped with a footrope constructed
of 14 inch bobbins spaced cvery 3 feet, separated by 6.5 inch discs. Thirty-six crabs (21.3%) were
recovered oriboard the vessel in the trawl. Divers recovered 46.2% of the crabs not captured by the trawl.
Arnother 32.5% were not recovered but assumed to have interacted with the trawl. Of the 78 crabs not
retained in the trawl, but captured by divers, only 2.6% were injured. If all injured crabs die, the non-
observable mortality rate for trawl gear on red king crabs is estimated at 2.6% (Donaldson 1990). It
should be noted that hard shelled crabs werse used in this experiment; higher impacts would be expected
if softshelled crabs were tested, Additionally, some areas have had higher intensity of bottom trawling
’R\thanmharams thus potentially exposing some crabs to mmltiple interactions with traw] gear.
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In 1995, NMFS used underwater video cameras to observe the interaction of trawl gear with king and
Tanner crabs (Craig Rose, NMFS, unpublished data). The experiment was conducted in Bristol Bay in
an area with large red king crabs and Tanner crabs. Three types of trawl footropes were examined and
they are as follows: a footrope with 3-4 foot lengths of 6" discs separated by 10" discs (called disc gear),
a footrope with 24" rollers (tire gear), and an experimental float/chain footrope with the groundgear
suspended about 8" off the seafloor. For disc gear, preliminary analysis indicated that all red king crab
encountered entered the trawl and about 76% of the Tanner crabs were caught. Tire gear captured fewer
king crabs (42%) and Tanner crabs (1%). The float/chain gear did not catch any of the crabs
encountered. At the December 1995 Council meeting, excerpts of the NMFS video were shown to the
Council and public. Trawl industry representatives testified that groundgear used to harvest finfish in
this area depended on target species and bottom type, with tire gear type footropes used in hard bottom
areas, and disc type gear uscd on smooth bottom areas. Testimony also indicated that variability existed
in groundgear used arnong vessels, but that on average, most gear used in Bristol Bay traw] fisheries
wﬂdbewmpnseddgwmdgeuwr&&sesmmﬂushrger&m&e&scgmﬂhdmﬂmﬂu&m .
theummrtestnd. . _

The NMFS underwater video observatiops were farther analyzed to determine the proportion of red king
crab that were injured by passage under bottom trawl footropes (Rose 1999). Injury rates of 5% to 10%
were estimated for crabs that encountered, but were not captured, in the cender section of the trawl.
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COMMENTS AND RECOMMENDATIONS FOR CRAB RATIONALIZATION ELEMENTS AND OPTIONS FOR
THE NPFMC Revised 4-12-02

Ami Thomson, Executive Director, Alaska Crab Coalition %

s The ACC recommends the NPFMC send the draft analysis of Bering Sea Crab Rationalization Alternatives out for
public review in preparation for NPFMC final action in June, 2002.

s  The ACC supports the Advisory Pancl motion of April 11, 2002, which incorporates refinements to the crab
rationalization anafysis.

RECOMMENDATION:

I.  ACC has submitted substitute language for Option 2, 1.4.1, basis for imittal allocation of QS, {See attachment).
The AP has added the revised option and it is now option 4 in the AP minutes. The ACC revised language retains
the link of quotia share eligiblity to the vessel upon which it was earned and allows for combining Amendment 10
ceteh histories of original and replacement vessels. In addition, it now incorporates the Bing Henkel sub opticn
that allows for limited combining of Amendment 10 qualified LLPs. For sitwations of combined LLPs and initial
eligibility for quota shares, vessel owners must chooese the catch history, on a fishery by fishery basis, of one or
the other vessel, but not both, This prevents double dipping on the initial allocation and maintains the one-boat
one-history policy.

The discussion on page 184, paragraphs 2, and 3, substantiates the potential extent of the problem of dilution
of quota shares to bona fide vessel owners if the requirement of a U.S. owned and documented vessel is not
incleded for initial allocation. The staff analysis notes that the industry list (ACC) of non-U.S documented
vessels submitted to the NPFMC, that 16 of 24 vessels on the list are qualified for permanent LLPs and 13
of those are over 165 feet in length and barred from reentry to the U1,S. 13 of these are catcher processors. 6
vessels have interim permits. The impact of the ACC proposed option would prevent those U.S. persons
holding the LLPs based on the catch of these vessels from utilizing the catch history of these vessels for
stacking purposes. The ACC options would prevent eligiblity and stacking of the catch history from these
boats and other boats sold out of the fishery but that are stifl U.S. documented, regardless of stacking
petmitted by Amendment 10.

A NMFS LLP list (April 2, 2002, attachment), shows the Aleutian/Ocean Ballad group has 4 LLP sets, 3 stacked
on the Alewtian Ballad and one, with no current vessel name identified. The Ballad group sold two vessels out of
the fishery last year and retained the LLPs and fishing rights, The Seawind Fisheries group have 2 latent catcher
processor seis on the record with no current vessel name, Adtka Enterprise and American Empire. Both vessels
are in Russia. The Seawind 2 (also in Russia) is no longer on the NMFS list. The Deep Sea Harvester is still
registered on the NMFS list, but no current vessel name for it.  This vessel is also in Russia.  Two panners are
both claiming rights for the Jacquelyn R, also in Russia [ would be significant if 2 sets of QS are issued for that
vessel. ACC has reviewed the NMFS list carcfully and to the best of our knowledge, ACC's vessel requirement
which allows for Amendment 10 replacement vessels does not impact any of the legitimate vessels. Previous
concerns expressed in public testimony about replacement vessels such as the Pinnacle and Controller Bay have
been dealt with in Amendment 10.

98.5% of ihe eligible vessels on the LLP data base have a straight-through continuous vessel catch history for all
qualification periods. The umcertainties of the NMFS RAM appeals and adjudication process in regands to the
implementation of Amendment. 10 and the exemptions, whick could eventually allow stacking and combirting of
up o 5-7% of catch history, leads the ACC to continue supporting Option 2.

2. COMMENT ON Option 1.7.2, Initial issuance of catcher processor quota shares:

ACC’s preferred option is 1.7.2.1.1 Catcher processors shall be granted CP QS in the same manner as
catcher Vessels. This option insures that cps will receive equal amomts of catching and processing history,
for the same qualifying period will be used for both catching and processing.

3, COMMENT, the need for clarification of the state vohavary cooperative program—6.1—page 288. 1t needs tobe
clear the volhuntary eooperative is voluntary and that disincentives will not be required if vessel owners do not form
coops. Vessel owners should want to join coops for reasons of efficiency. If the fleet is going with a two pie program
1o access ITQs, they need as much flexibility as possible and they need to keep costs down. Coop formation requires
extensive legal fees. Groups of fishermen will likely voluntarily form coops with processors for efficiency, once they
sort out who their markets will be.



COMMENT ON preferred options for skippers and crew, clements 1.8.1

a. Optien 2, First Right of Refusal on Quota Shares Transfers, element 1.8.1, page 333: The analysis now
describes a serious program that could definitively aid skippers and crew to become vested quota share owners
(“owners on board™). The provisions and guidelines are noted on page 333 and provide significant protection for
insuring skipper and crew ownership of QS in the future. T is also clear to sec that it will work guite well in
tandem wilh a specially developed NMFS administered IFQ loan program, similar to the sablefish and halibut loan
program, The Council crab rationalization committee report recommended both of these options for
skippers, with the first right of refusal shares heing capped at 10%

b. Option 4, IFQ loan program, page 336: Clarify that NMFS has provided the NPFMC with a report on the
existing loan program and that report should be included as an appendix in the document. At this point the report
is referred to as anecdotal information. 1 spoke with Mike Grable, NMFS, WA, DIC about it and he said he would
call the NPFMC about it, they did officially submit it. The report ts very positive. It shows that over $18 million
has been loaned out to fishermen from 1998 through 2001. The amount of the loans is split equally between
Alagkans and non-residents from other states. Copies are available.

The combination of the low interest loan program and the right of first refusal after inttial allocation, on 10% of
the QS offered for sele will have an effect similar to the “owner on board” proposal Captains and arew become
invested owners in the fshery. Also, an estimated 35% of the skippers are already vested owners.

COMMENTS on the issue of skipper allocations are noted below:

The ACC has six out of nine Board members that are skippers and they were operating vessels in the Bering Sea
this winter, None of these skippers, nor other Board members support an initiat allocation of quota share for
skippers. However, they endorse the right of first refusal on 10% of the initial allocation of QS and the assessment
for a skipper and crew IFQ loan program. :

ACC boat owners feel it is not fair and equitable for skippers to get allocations for free, with no vessel
inaintenance obligations and expenses. This will disrupt partnership shares and overall, dilute the partnership and
corporale ownership shares in vessels. The average vessel gross siack revenue has decreased by two thirds since
1999, from almost $! miMion per year to $330,000 the current fall and winter crab season.  Vessel owners can ill
afford any further diminution of their business equities. Allocating 10% - 20% of the quota share from a vessel to
a skipper could equate to 25% of the ngt revenue.

Several of the skippers involved in the Council process are already minority owners in vessels. The remainder of
the skippers actively secking skipper allocations have either made conscious decisions not to invest in vessels, as a
matter of career and lifestyle choices, or, they have sold vessels in the past and in doing so, they have signed off
on all fishing rights.

Some of the skippers own 10-50% owrership in one vessel, while operating another vessel. A skipper allocation
will enable the skipper to bring additional quota share from the boat he is operating to the boat he owns.

Some skippers have turned down very reasonable buy-in offers because they other other priorities. It is common
practice in the crab industry for vessel owners to invite skippers to invest in vessels at least at the 10% level.
Numerous skippers have declined that option in preference for investments in other areas sueh as: real estate
properties, Bristol Bay salmon boats and permits, and the stock market.

RECOMMENDATION analyze an additional cap option between 1% and 3%—~3% ownership cap, 1.6.3, page
5, AP minutes in the Bering Sea crab fisheries. Also, variable caps for different fisheries should be considered,
particularly small GHL fisheries may warrant higher caps.

COMMENT, use caps present a very real problem in regards to achieving the benefits of
Rationalization, namely reducing the {leet overcapacity. Use caps will defeat stacking and leasing.  Elements
1.7 4, Page 226. Ownership caps should be the guide on use.

COMMENTS on conservation measures related to concerns abom! deadioss, catch accounting and incidental
catch, elements 1.7.3. Etement 1.7.3, options 1,2,3--- all suggest a prohibition on discards. Related to this, refer
to pages 140-144 and section 3.2.11, page 156. FMP issues to consider under rationalization. The issues of
discerds and size limits are category 3 management measures, resetved to the Board of Fisheries, and if placed
under Coumeil jurisdiction, which 1.7.3 implies, would require an FMP amendment to change it to a category 1
management measure. See minimum size limits discussion, page 158 and also the discussion under bycatch limits,
page 160. It is advisable to leave these measures as category 3 measures in the FMP. The BOF members, ADFG
and industry have been addressing these issues for many yeats and they have the expertise. These issues should be
addressed following a presentation from ADFG.
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RECOMMENDATION: Consider recommending thal options 1,2,3 and 4 be dropped from the analysis and
replaced with a generic statement, whereby the Council would stale their concerns and then recommend that
“ADFG and BOF address the concerns of discards, hygrading, incidental catch and the need for bycatch
reduction, improved inseason monitoring to coincide with implementation of a rationalization program.”
(The AP added in the ACC language as a new option.)

COMMENTS on binding arbitration, elemen 2.8.3, and page 320 and Appendices 3-4A and 3-4B in the analysis.
The benefit of final-offer arbitration implicit in the industry proposed model suits the crab industry, despite what
the analysts say about it possibly increasing dispute rates. It is an expediled process, that can be conducted
quickly i meet indusiry operation schedules. It also has a precedent in Newfoundland with the snow crab fishery.

RECOMMENDATION: Support the Comneil establishing a small industry work group 1o further flesh out the
recessary mechanisms for a workable arbitration sysiem.

COMMENT on sideboerds, element 1.8.5. In regards to GOA crab fisheries the BOF has just established
Superexclusive designations for Kodiak tanmer crab and Chignik king and tanner crab fisheries. This designation
will protect the small boat local flests that now dominate the tanner crab fisheries that just reopened in 2001,
There are over 200 vessels involved in the Kodiak tanner fishery now, and only an estimated 13 of these are BSAI
qualified crab LLP vessels. The Bering Sea crab flect has effectively been excluded from the GOA crab fisheries.
It is also noteworthy that a petition has recently been submitled to the CFEC for limited entry in the Kodiak tanner
crab fishery.

ACC supports the AP options for sideboards on BSAI crab boats in the GOA groundfish fisheries.

COMMENT ON Qualifying Periods for Determinetion of the QS Distribution: Elemeats [.4.2.8, Western
Aleutian Islands Adak red king crab, the issue of the fisheries being appropriate for rationalization:
Tables 3.3-12 for golden king crab, page 205 and Table 3.3-15 on page 209, Adak red king crab show

the leading four vessels in both fisheries will share on average 16-22% cach of the golden king crab

QS under any of the options, and 18.5-19.5% cn average each of the Adak red king crab for either of

the two qualifying periods under consideration. Duwe to confidentiality guidelines, ownership data that
would enable projected allocations to be aggregated to show the actual distribution of allecations,

is unavailzble to analysts.

The net effect of rationalization of these two fisheries will be that up to 30% of the QS in each fishery
will be controlled by four vessels, At least two of the top four vessels bave QS in both fisheries,

and two vessels are owned by one entity—which controls almost 50% of the QS in both fisheries.
two of the top four vessels are catcher processors.  On the other hand, 19 additional golden king
crab vessels and 22 additional red king crab vessels will share less than 20% of the remaining QS in
each fishery.

RECOMMENDATION: The NPFMC should consider dropping Adak red king crab from the rationalization
analysts to prevent allocation of excessive quota shares to four vessels,



DRAFT REVISION 4-9-02

1.2  Persons eligible to receive an imitial allocation of QS must be:

* * *
Option 2 (revised):

A person, defined as a U.S. citizen that owns a MarAd certified and/or USCG
documented BSAI crab vessel that (i) was used to satisfy the General Qualification
Period (GQP) and Endorsement Qualification Period (EQP) landings requiremenis of the
License Limitation Program (LLP), and (i1} either was used to satisfy the Recent
Participation Period (RPP) landings requirement of Amendment 10 or meets the
exemption requirements of Amendment 10, or (iii) a person who has purchased an LLP,
with GOP, EQP, and RPP qualifications to remain in a fishery is eligible to obtain a
distribution of QS on the history of either the vessel on which the LLP is based or on
which the LLP is used, NOT both.

1.4.1

¥ * x
(b) Basis for QS distribution.
Option 2 (revised):

For eligibility criteria in paragraph 1.2, the distribution of QS to the LLP license holder
shall be on a fishery-by-fishery basis. Such distribution shall be based on (i) the catch
history of the vessel on which the LLP license and endorsements are used; or (ii) the
catch history of the vessel from which the LLP license and endorsements were
transferred to the vessel on which the LLP license and endorsements are used. For the
purposes of this paragraph, vessels shall include those replaced in accordance with
Amendment 10 to the LLP. With the exception of Amendment 10 replacement vessels,
catch histories from different vessels shall not be combined for any single fishery, nor
shall distribution of QS be based, in whole or in part, on any catch history of any vessel
not lawfully U.S. documented and endorsed as a fishing vessel at the time such
distribution is made. License transfers for purposes of combining LLPs must have
occurred by January 1, 2002.



Rationale for Option 2 (revised)

Catch histories from different vessels should not be combined for any single fishery, To
allow combination of catch histories for a given fishery in a quota program would treat
very disproportionately the investments made in vessels, on the one hand, and paper
histories, on the other. The investment in a vessel with a certain catch history far exceeds
an investment in the same catch history simply transferred to another vessel. Therefore,
it is fundamentally unfair, in a quota program, to distribute quota on a basis that treats
these investments as though they were equal. Moreover, allowing combined catch
histories in a single fishery would reward speculation on the future quota program, at the
expense of others who invested in more than just paper. An obvious exception is
presented by a replacement vessel qualified under Amendment 10, where combining two
partial catch histories is essential.

[t is true that the LLP provides for permit stacking. A collateral effect is, in some cases,
the combination of catch histories from the same fishery. In a license limitation program,
this accumulation of paper catch histories in one fishery does not dilute the investments
of the vessel owners, because each continues to harvest whatever amount of crab that
skill, resource conditions, fleet size, and so forth, allow in that fishery,
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0 JLLCaBST LLGRGEE OR. K OF SEATILE, LLC vV 127 Yaa 21436 PACESETTER 251 OA. ¥ H 8 ¥ Y B N Y
LLC2r75 LLG2r74 EGHO BELLE, INC. v 104 Yea 40367 ECHO RELLE LLNEN g ECHO BELULE M Y ¥ ¥Y N Y M
H L1274 LG22 ELIZABETHF, INC, Ccv 108 Yea 14747 BUZABETH F 14767 EUZADBETHF M N Y ¥ N Y N
Y [LLCISST LLGISSS  WAML FISHERIES, LLC cy 128 Yea 59224 BRISTOL STORM Q2554 ENOURANCE M N Y ¥ NN Y
DULC 1 a2 LL51781 ENTRANCE POINT, INC, Gy 124 Yug 48438 BENTAANCE PQINT 48456 ENTRANCE POINT N N Y ¥ N N N
UTeicez2is LLG2214 EALA, LLG Ccy 124 Yeos 25041 ALASKA SEA 20556 EALA M Y MY ¥ N H Y
2R CaasT EALAN, UG Ccy 124  Imtosim No 20558 ERLAMN 20656 ERLAN Y MY ¥ NY Y
U careo LLG383% LEWIS, HAL Cy 58 Intardm 4] §r2 ESTER arr2 ESTER N Y ¥ I N N N
F3uciaie LLG1D1d  EXCELLER FISHERIES, INC, cv 59 Yo3 37352 EXCELLER ez EXCELLER N N M HNY H
Jojuclir wcine Qas ENTERPRISES, INC. cyY 128 Yes 948508 EXImo 34856 BT N H Y Y N Y ¥
UBlLLGI03s LLGH58% BELLAMY, AAYMOND cy 120 Intervn Ko 81954 FARRAR SEA 61954 FARRAR S£A H HY ¥ N Y H
g Uffucesd LLG2640 FARWEST LEADER PARTNERSHIP ET AL, cv 124  Imenn ] f 10N ] FARV/EST LEADER k1) FARWESTLEADER N N Y Y N N Y
UUILLCIN7Z . LLGMT! MEZICH ALLEGIANCE, ING_ ET AL CY 188 Yos 55111 FIERCE ALLEGIANCE 5518 FIEACEALLEGIANCE M N Y Y N N N
v IWUGC2158 LLG2 155 NEPTUNE, LLC cy 188 Yos 55123 FIEFCE CONTENGEA 56123 FERCECONTENDER M N Y ¥ N N Y
'éu UlLLcax FOUR DAJGHTERS, ING. Cy 108 Interin o 41444 FOUR DALUGHTERS 4i444 FOURDAUBHTERS N N ¥ ¥ N Y N
'H LLCITE) ELLINGWORTH, RANDY cv 38 Yos 39604 NIGHTHAWK 3679 GAVIND N N N H Y N N
o LLETI PENINSULA SALMN, INC. Cv 108 Yos 243923 GAYLA MAUREEN 24924 GAYLA MAUAEEN N N ¥ ¥ N Y V¥
Ll LLCAZST SAN JUAN SEAFOQDS, INC cP 180 Yos SO455 GLACIER ENTERPRISE 58468 GLACIERENTERPRISE ¥ N ¥ Y N N N
HILLC2208 G205 FLYINDG CLOUD PARTINERSHIP Y 124 Yos J247) GLAINATOR 32473 GLATMATOR N N Y Y N NN
E LLCaras LLGAIIe GOLDENDAWN, LLC CcyY 149 Yos as6a7 GOLDEN DAVIN ASERT GOLDEN DAWN N N Y ¥ N8 N &
.& DILLCIASS ULG38sS GOLDEN PISCES, INC, Ccv 118 Yo J2817 GOLDEN PISCES Ja87 GUOLDEM PISCES N H ¥ H N N N
wr LLC2345 LLG2344  DIAMONDBACK SEAFQQDS, INC, Cy 124 Yoy 55649 GRAND DUCHESS S5845 GRAND QUCHESS N ¥ ¥ Y N Y Y
g HILLCaTSy LLGZ406 NEWMAN, ARTHUR cv L1 Imtavin No 45729 PAMBLA KAY 48505 GRIZ N N N Y M ¥ H
dleLcazin LLGINIZ2  SNOW KING, INC. ET AL GV 119 Yo3 a1s7 GUARDIAN 6157 CUARDIAN N H Y ¥ N H Y
g 2UJuc2sra LLa4as CGASTILLL, JOSE RALIL cyv 113 Wnterm No 21710 GUIDMNG 9TAR 2110 GUIBING STAR N Y ¥ ¥ H Yy Yy
P~ LLC3135 DRAGSETH, JOSEPH oy 124 Yes 33399 GULF WINDS 389593 GULF WINNDS N N Y Y N NN
_'_ LLG1337 LLG!S38 ILDHUSO FISHER ES, INC. cv 173 Yos 41012 GUNMAR 41912 GUN-MAR N N Y ¥ N NN
"—;’ £ UGBS G466  HIGH SPIRIT, INC. cy 114 Inledm Na 8219 HIGH SPIRIT 83219 HIGH SPIRIT H N Y ¥Y N Y H
§ Bucan  ucan oABLWE CV___ 100 tmedm N 35167  HOLY CROSS 25147 HOLYCROSS & N Y ¥ N N ¥
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LLCIB44  LLGIS4D HORIZON FISHERIES, LLG oV 148 Yes 25084 HORIZON 20059 HMORIZON NN Y Y HNNY
LLCIRB4  LLG38E) HUSKY CO-OWNERS cv 134 Yoo 964 UKy 264 HUSXY NN Y Y NY Y
hSILLC2074 ICELANDER, ING, cv 121 Yos 2 CELANDEAR 2 ICELANDER Y Y Y Y NNY
HUWC1725  LLGI724  [CY BAY, ING, v 179 Yaa 25284 Cy@aav 5200 Y BAY N NY ¥YNTYRN
RIUCI720 LOI719  GUNDERSON, ROBERT oV 59 Yes 44575 CYMRST 44575 ICY MIST M NNY NYN
Blucize INGENTWE FISHERIES, LLC cv 108 Yex 61004  NCENTIVE 63000 INCENTWE N N Y Y NMNY
LLCIE8]  LLGISEQ  BEAUDIN, DAVID cv 54 Yoz HOH  NFDA. 23000 INFIDEL N N NN Y NN
BIUCicse (LG2057  JOHNSON, CHARLES cv 8 Yeos 671C  AENEH &710 IRGNEH N MY Y NYHN
ALCZITZ  LLGZI71  RAINIER INVESTMENTS, INC. cv 173 Yos 5§24 SARJQORD 25210 ISA FIORD Y NY Y N H Y
QUILLCIIE2  LLG4542 EVANS, GLEN cv 24 Inledmn Mo 8179 LAND MIST 81781 ISLAND MIST H N Y ¥ HHY
H1ILCI792  LLGITH1  MULLEN, VICTORET AL cv 24 Ielm Mo S5TE  FADE ALASKA 5575 JADE ALASKA N MY * NNRHN
RAILLCE?3 LG22 FAVRWEATHER RISHERIES, INC. oV 83 Yes Mesd  JTEANCAH 139582 JEANDAH N N Y ¥ NY ¥
+IILLCIITY  LLGAS4D ST. GEORGE MARINE, INC. cv 113 Interim Mo 34744 T GEORGE a5277 JENNIFER A MY Y Y NY ¥
3|LLCz48 FOOYE, HICHARD eV a7 Yos 5585~  UDALEE 55854 JUDALEE N NNNYNAN
15|LWerss FAHLEY, HOWARD cv 38 Yos €l2714  UBOB 9780 JULIANA I H N NU Y NN
0L Cx553 KARI MARIE RSHERIES, LLC cv 124 Yas 5050  ARIMARIE 50501 KARI MARIE N Y Y Y NNY
G7ILLCINZ LLCHSE?  KARINLYNN FISHERIES, ING. cv 127 Intefim Mo 524 LARINLYNN 524 KARIN LYNN N N Y Y RY Y
J8{uc3e0r RV KATIE K & OWNEAS cv 24 Yex 2003~ ATIER 20304 KATIEK N Y Y Y N HY
GUILLCI6I2 LG8 RV KETA,INC. oV 18 Intedm  Ho TIBE  ETA 7189 KETA N N Y Y NY Y
HLLC4752 LLGRI7?  BOSKOFRSKY, MICHAEL cv 4 imsdm  No e EJA €816 KMBEALYROSE N & Y ¥ N N N
LCI720  WGI728  KIASTEN MASIE FISHERIES, LLC GV 120 Yea 2z JIRSTEN MARIE 22 KIRSTENMARIE N N Y ¥ N ¥ ¥
LCI18 KISKA SEA PARTNERSHIP ET AL, cy 126 Yes 6li5-  JSKASEA 81154 KISXA SEA N Y YY NY Y
WC1370 RASMUSSEN, JOHN cv 53 Yea asar INIK 65371 KiNIK N N N A ¥ NN
RULCI458 LLGI4S2 LONGRICH ENTERPAISES, INC. ET AL cv 124 Yeos a52E8  0AK 525 KODIAK N ¥Y Y Y NN Y
bb|ucaere KQDIAK QUEEN, (NG, cv 145 Yes B85S IODIAN OUEEN 8459 KODMKGQUEEN M N Y Y N & Y
BILLCIA%6  LLG4427 ANGLIN, THOMAS cv 124 [ntadm Mo 5124~ ONAKAI SV7 HONA KA1 N N Y Y N Y Y
LWG2700 WG2700 JOYCE, BRUCE cv 124 Yos 4007 AISTEN GAL 4007 KRISTEN GAL N N Y ¥ N Y Y
JILLCI40  LLG4589 REHOER, CHARLES cv 120 Intedm  No 6021 QLSTATAN €sz10 KUSTATAN NNY Y NYN
JILLC2007  LLG2008 LABRADOR GROUP cv 133 Yes 12126 ABRADOR 12120 LABRADOR N N Y ¥ N Y VY
BOJLLGC3809  LLGEBs IUYOAM, KEVIN cp 100 Intefm No SS172  RCTIC ISCOVER 81351 LADY ALASKA Y Y Y YNY Y
TJLLCASS2 1LLG4SS)  SUYDAM, KEVIN oV 138 Intedim  No a138 ADY ALASKA 81381 LADY ALASKA Y ¥ Y Y RN Y
BZ[LLEINI7  LLGASDD  SUYDAM, KEVIY oV 128 Iotedm  No #1712 ADY ALEUTIAN 4745 LADYALEUTTAN M M Y Y N N Y
OJ|LLCIGE0  LLGI9SS LADY BLACKIE, ING. cv 108 Yoz 5B122  ADY BLACKIE Saleg LADY BLACKIE M NY YNVYRN
DHLLCA707  LLG4BZY  TENNISON, HELEN cv tca Yos [ ADY HELEN 16 LADY HELEN NN ¥ Y NNV
DIJLLCI9I0 tLG4584 SEVENTH SON, INC, ET AL cv K8 Immim  No 44828 ADY JESSIE 44829 LADY JESSIE N MY Y NNY
BO|LLC2220  LLGR222  LADY JOANNE, INC. cv 59 Yos 62922 ADY .JOANNE sogu2 LADY JOANNE M N NY N Y N
B 7]LLCE3aa SUYDAM, KEVIN cy = Yes 35522 ADY HISHA 35572 LADY KISKA Y NY Y N N ¥
DBILLCIZOS  LLO4S4Z  SUYDAM, KEVIN cv 125 Inleim Mo 61353 AOY KODIAK 81252 LADY KODIAX N HY Y NNTY
BUILLCIZ79  LL.av78  SHIPSON, KERNETH cv ns Yes ;60 ADY SIMPSON 20801 LADY SUAPSON N NY Y NNN
UlLLCa274  WGN273  NORDIC MARINE. ING. cv 1" Yas 47024 ASTFRONTIER 47028 LASTFRONTIER Y Y Y ¥ N Y Y
LLCIBIY  LLGISTO LISA MARIE FISHERIES, LLC cv t08  Intetlm  Ho <0B5S®  APE DEVINE 7022) LISA MARIE N NY Y NYN
UcITaa LLGI787 TRIDENT SEAFGODS COAPORATION cv 124 Yes BOB5E  BUESTY #0650 MAJESTY N N Y ¥ N NN~
LLC2648  LLG2845 MAR DEL SUD. LTD. cv 124 Yea 21652 WARDELSUD 21852 MAR DEL SUD N NY ¥ NNY
qILLCI62S  LLGIeeA MARGUN ENVEAPRISES, LLC v 124 Yo 12418 ARGUN 12110 MAR-GUN N NY ¥ N N ¥
LLGI849  LLGIEdd GREAT WEST SEAFQODS, LP. cy 124 Yos 2 ARGARET LYN nerz MARGARETLYM N N ¥ ¥ N N ¥
DIUC28%8 LLG2837  MARK L, INC. cv 1L Yas GHC  FARKE €440 MARK} N Y Y N NN
weargs FfV MAVERICK, LLG cv ito Yo 45708 JAVERICK 45705 SAVERICK M N Y Y NTY Y
BILLC2783  LLGAOOM  MELANIE, INC. cv 102 itaim  Ne 20982 8AME 20363 MELANIE N N Y ¥ N Y Y
JILICIHED  LLGISTY JOHNSON, CHARLES cv 102 Yos e IONITE SUN &5 MIDNITE SUN NN Y Y ONY N
BUILICES0 LLG4S40 LOVEIOY. STEFHEN cv 55 teim Mo TIERE USS JULL 7025 MISS Jull N Y Y N NNN
BT]uicrass HISTY BLUE, INC, cy 166 Yes 48895 AISTY BLUE 49892 AUSTY BLUE 8 N Y Y NNTY
H2ltucirig FOX. ARTHUR Stassi cv 108 Yes 54628 {ITROFANIA 34835 MITROFANIA M N Y ¥Y HYN
F3LLGa723 SOUTH ATLANTIC FISHERIES, LLC ma- cip 180 Yoy 62776 'ACIFIC ORION MO05 X MRS N N Y Y NNY
LLC2sss  LiGesse TOMWCDSR RS, oV 100 Yes 4102°  {GIRMILACH 4102 AIUIR MILACH N Y Y Y NNN
ULCI47  LLGOD46  ARCTIC VENTURES. INC. /P 166 Yes 590~  EAING EMPIRE 62620 MYSTERY BAY N Y Y ¥ NNN
JOILLCASZE  LLGASZ?  ARCTIC VENTURES, ING, oy 166 Intedm Mo 62926 YSTERY BAY 62920 MYSYERY HAY N ¥ ¥ Y NN Y
. : Al ~TiuLE , :. . — 52920 ERY

A)B] C

|E|F[G,)H

PaiFE @a

SATERATPRRA

55

.

APR B1 2082 17



A,)fl c

IEIFIG,)H[ )

D J K fLim]n, [Q]R
S Eg 102 List of- Current LLP Crab Licenses
¥ 180 NMFS/AKR/RAM/Gharrett
§ SHLLC2629  LLGZEZ8 NORDX STAR RSHERIES ET AL cv 121 latadm No 4 NEW VENTURE 4 NEW VENTURE N NY ¥ NY Y
= 1941LICI016  LLGIN0e NEHUS, ROBERT cv 58 Yoy 1792 NIRVANA (¥ 5] MIRVANA N M Y H N NN
S igglllc2el  LLGIE20 FURY GROUF, ING. oV 124 Yos 0  NORDIC FURY 200 NOROIC FURY N N Y ¥ NNY
. JojLLcaice NORDIC MARINER, LLS cv 124 Yeu 222  NORDIC MARINER 222 NORDICMARIMEA N N Y ¥ o Y Y
o 'G7|Lcas77 1163578 KALCESTAD FISHEAIES LTD. cv 124 Intetm  No 40000  NORTHWEST MaRIN 272 NOADIGMAAINER N Y ¥ ¥ N N Y
JUILLC2080 tLGMUZ BLUE BOATS CORP. cv 124 Yes 961 NORRIC STAR pat NORDIC STAR N N Y ¥ 8 NN
S Wuciss wGMes NORDIC VING, LLC ET AL cv 120 Yos B500  NORBIC VIKING 8500 NORDIC VIKING N NY ¥ N Y Y
" Mucazer WATION, GENE cv 124 Yes 22406  NORSEMAN 22408 NORSBMAN N H Y 7 NN Y
= OTlucacer NORTH AMERICAN, INC. cv 124 Yis 25216  NOATH AMERICAN 25218 MORTHAMERICAN N N Y Y N N ¥
Waucazss  WGSS NP.RSHERIES, INC. ET AL oy s Yes &205  NORTH PACIFC 8208 NORTH PACIAC Y N Y Y NY Y
AJIUC2288 LLG22A7  NORTHPOINT AISHEHIES Ccv ol Yss 51800 NORTH POINT 53800 NORTH POINT NMY ¥ NNY
AMdalLc1ses  LLGIES4 KRIBTIAM E POULSEN ENT., INC. cv 128 Ye3 39047  NORTH SEA 30047 NORTH SEA MY Y Y NY Y
AOJUCTSEl LGOS0 NOPRTHERN MARINER,LLC cv 124 Yeu 61233  NORTHERMMAHINER 81223 NORTHERNMARINER N N ¥ v N N Y
Ubjucacas NOARTHERN ORION, ING. cy 184 Yo5 31458  NOFTHERN ORION J1468 NORTHERANGCHIOM N N ¥ ¥ N Y ¥
Uflucsiss NOHTHERN ORION, (NC, oV 124  tleim No 14850  ST. MATTHEW 31458 NOATHEANORION N M ¥ ¥ N Y ¥
~ UGILCHDY  LLGIG0 GOULD, ARCHIE cv 118 Y 54578  NORTHERN SPIRIT 59578 NORTHERNSPAIAIT N M ¥ ¥ N N N
m UBlucazze  LLGI2#S  HANSEN ENTERPRISES. INC. v 126 lnlafim Mo 29962  NORTHWEBTERN 28502 NORTHWESTERN M o ¥ Y N N Y
= Tlucaseo RASIIUSSEN. AOY cY 124 Imtedim Mo 35730  HORTHWIMD ASTXS NORTHWIND N Y ¥ Y NVY N
& MTucomy  1LGI6I2 NOTORIOUS PARTNEASHIF ET AL cv 130 hWiwim  No 887 NOTORIOUS 2 g NOTQRIOUS N 8 Y Y NHNY
B M2uc3gs LG  NUIGA ISLAND, ING. ET AL, cv 124 Ierin  Na 05640  NUKA JSLAND 35640 NUKAISLAND N N Y ¥ NN Y
o= LLC3044  LLGI04I OCEAN CAPE, LLC cv 119 Inta'd  No 29929 OCEANCAPE 25923 OCEAN CAPE N N Y Y NY ¥
JHUCIXS WGISI8  FUAY GROUP, INC. cv 124 Yos o7 OGEAN FURY 87 OGEAN FURY H Y Y Y NY ¥
ujllca2e LLGII2S  HARVESTER ENTEAPRISES, L1G cv 124 Yos m QCEAN HARVEITER 1a1 QCEANHARVESTER N N Y Y N N ¥
JAOILC3NE LLGIS44  CCEAN PISHERIES, LLC cv 120 Yos 1924  OCEAN HUNTER 40924 OCEAN HUNTERA N MY Y M YN
LLC3041  LLGIN0 CCEANCRYMPIC FISHERIES, INC. cv 1498 Yeg SA11 OCEAN OLYMPIC ss CCEANOLYMPIC ¥ N Y Y N Y Y
BlLLCTsss 1LGlasE CCEAN STOAM RSHERIES, INC. cv 50  lredm No 64087  OCEAN STORM 84667 QCEAN STQRM W N NUNCYWHN
J|LLC2685  LLG289d  LANGESATER FISHERIES, INC. ET AL, oV 124 Yos M4 OCEANIC o4 OCEANIC N 8 Y ¥ N N §
Uluecesse 1LGI5J0  FURY GROUP, INC, ov 124 Yas Lo PACIFIC FURY 3 PACIFIC FURY NN Y Y N NY
cLILLCISE0 LLGASEZ  PAC MARINER, UG Cv 28 Yo 7 PACIFIC MARINER 7 PAGIFGHARUNER N N Y Y N Y Y
LiC2782 G281 STEELE, JEFF cv 104 Yas 41 PAGIFIC MIST 4 PACIFIC MEST N N Y Y MY N
WC2750 LLGIYS2  CAPRICE, INC. ET AL v [4] Yax a CAPRIGE 48049 PACIFIGSQUOUAN N N ¥ Y N Y N
jLLCIEBY HIELLE ENTERPRISES, INC. cv 180  {intedim  No 58521  PAGIFIC STAR 59621 PACIFIC STAR Y N Y Y N NN
WEI0ZY WG DEAVER, DENNIS v 22 Yes 35977  PACIFIC SUN 25477 PACIFIC SUN N N ¥ ¥ N Y Y
OJUC204)  LLG2S42  FAIRWEATHER FISHEAIES, INC. o 24 Intwfn Mo 086 PACIFIC VENTURE 988 PANGIFGVENTURE N N ¥ Y N Y Y
wecaay RAINIER INVESTMENTS, INC. ET AL cY 124 Yas 206134  PARAGON 20734 PARAGON BN N Y ¥Y N NY
Biucarie KOS, ING. cp $30 Yas 5767  PATRICIALEE q5767 PATRICIALEE Y Y ¥ 8 NN Y
JIUCI?40  LLGI?T39  PAVLOF, INC. P 166 Yas J7374  PAVLOF 27378 PAVLOF N NY Y NY Y
HAULC3)SE  LLGABES  FIV PINNACLE, INC. cv 158 intdlm o Q511 PINNAGLE THTH PINNACLE N N Y Y N NN
g LCI205  LLG4504  MGF FISHERIES, INC, Qv 124 itedm o 56622  POLAR LADY J6e22 POLARLADY N NY ¥YNYY
LLC1g28  LLGISB2S POLAR SEA PAHTHEASHIP cy 124 Yas 200  POLAR SEA 1040 POLAR SEA, N NY Y NY Y
¥ LLC2082 GOLOEN SHAMROCK, ING. ET AL, ciF m Yaa S350 PRO SURVEYOR 53810 PROSURYEYGH N N Y ¥ N K K
= J9uczma PROVIDER, ING, GV 138 Yes 58 PAOVIJER 5B PAOVIDER N N Y Y N NY
L LLGC2(70 RAINIER INVESTMENTS, INC. cv 124 Yas 68 RAINIER 866 RAINIER N N Y ¥ N N Y
o Jhjuciss FIN ARMBUN' AOSE, ING. cv 124 Yas 556P6  RAMBLIN ROSE 58688 RaMBUN' ROSE N NY Y NN Y
L LLCH20  LLGHATE  KING, $EGHEAL ET AL cv U8 Ictsim Mo 89 REHEL 24168 REBEL Y Y ¥ Y NN Y
BlLICI988  LLGI9ES NEWBY, RCHARD cy 8 Intedm Mo 3038  REDBARON 32039 RAED BARCN N NY T NNN
a LLGC3AN  LLG4589 RELIANCE, ING, cv 185 latedm  Na 51779 RELIANCE 53779 RELIANCE NN Y Y HNY
2 qUucesy LiGIHSS RETRIEVEA CO-OWNERS cy 133 Yas 35199  RETRIEVEA as1gn RETRIEVER H R Y Y NY Y
wr HYILLCaW7 LLG497  LIGHTSHIP, INC, cyY 108 latedm  No 5606 ROGUE 58986 ROGUE N Y Y Y N NN
= A4AUCIN LLGIN0 SVINGD, RAGNVALD ET AL cv 124 Yea 70 ROLLO an ROLLG N N Y ¥ N Y Y
HJIILCITS4  LLGI7533  FHOYAL AJERICAN FISHERIES, LG cyY 124 Yes 40840  ROYAL AMERICAN 0840 FOYALAMERICAN N M ¥ Y ¥ N N
e 44lLcardz 8AN JUAN SEAFOODS, ING GIP z32 Yes 61162  ROYAL ENTEAPRISE 61152 AOYALENTERPRISE ¥ N Y Y N N
2 QAUCciT LLGITI0  AOYAL PACIFIC, LG oV ne Yos 6300  ROYAL PACIAGC 8500 ROYAL PAGIFIC N N Y f NN Y
3 4bjuczess LLG2II6  AOYALVIKING, INC, cy 124 Yex 718 AOYAL VIKING ane ROYAL VIKING N N Y ¥ NNY
= AOWCIE2 LLGISE1 AUFF& REQDY, NG, ET AL cv [} Yos 53 AUFF & REDDY 53 RUFF & REODY N 4 Y Y H YN
S AHjucise nmsan 124 Yoy 1022 SAGA o2z SAGA N N Y Y N N Y
- M - ol ORY D.C .4 HENRE T H XL e
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LLCIS30 HEUKER BROS., INC. cv 128 Yes 55280 CHEVAK 74770 SANDRA FIVE N N Y Y NNY
DILLCI708  LLGI704  SAVAGE, ING. oy 91 Yea 3|39 NAMISHAK QUEEN 61060 SAVAGE M N Y ¥ NYN
WCINE  LLGIIS SCANDIES LTD PARTNERSHIP oy 130 Yex 35318 SCANDIES ROSE asaie SCANDIESROSE N N Y ¥ N Y ¥
SILLCA224 LLG21 AV BEA ERN & OWNERS cv 124 Yas 8448 SEAERN 6440 SEAERAN MY Y Y N YY
WDILLCINN T SEAFISHER LG cv 106 Yos 9187  SEARSHER L1114 SEAFISHER M NY ¥ N VY Y
Ul C2200 SEA SPRAY, UC cv 14 Yoz a3 SEA SPRAY 66 SEA SPRAY M N Y ¥ N N Y
DEILLC2548  LLG25¢5 HENORICKS, LARRY oV 124  Inteém Mo 897  SEASTAR 7] SEA STAR N NY Y NRYY
DC[LLCIBIE  LLGIEDS SEA STOAM LEIMITED PARTINERSHIP oV 124 Yas 40080  SEA STORM 40060 SEA STORM N N Y f NHNY
DJI|LLEC3S50 1.GSS58  GUNN SEA VENTURE LLC cy 124 Yos pe25  SEAVENTURE a5 SEA YENTURE ¥ Y Y ¥ N HNY
BLLC3TG THREE RIVERY, INC. OF ANACORTES cv 108 Yos 80224  LADY SELKET 0RO SEA WARFOR N N Y ¥ M NN
DO|LLC3ETS  WGS674 KEMOAICK BAY LTO. PAFTNERS cy 143 Yas 35057 SEAWOLF 5657 SEA WOLF N N Y ¥ N NN
DO|LLC2025 LWG2924 EFERRIS, WILLAAD v 124 Yeos J6800  SEAHRGOXE 28800 SEABRDOXE N B Y Y N Y Y
DFILLC2700  LLG2IéS  FY RMSHERIES, INC. ET AL. oV 124 Yas r SEADAWN 7 SEADANN M NY Y 8 NN
E|LLCOI0 LLGMZE  KENNEDY, TTMOTHY cy 127 Yas 81333  BECRET ISLAND 8133 SECRET [SLAND M N Y Y N Y Y
BO|LLcass s MATTSEN FISHERIES, INC. oV 119, Yas 22584 ENDLRANCE 36 SHAMAN M N Y Y N Y Y
JlLLC2s77  LLG2S76  MATTSEN FISHERIES, INC. oy 124 Yas b ] SHAMAN ] SHAMAN M NY Y NNY
LLCIPTT  LLO1670  ALEUTIAN SHELLFISH, INC. ET AL, cy 100 Yag 8108  SHELLFISH 8100 SHELLFISH M NY Y NNY
eI SHISHALCIN BOAT COMPANY Lo 124 Yas 38020 SHISHALOIN J8s2) SHISHALDIN YR Y Y NYY
JLLCI9y SIHERIAN SEA PARTNEASHIP ET AL oy 137 Yes A2424  SIBERIAN SEA 62424 SIBERIAN SEA N N Y Y N &Y
GIALCINE LGRS  SILENT LACY, INC. o 150 Yas 51841  SILENT LADY 51841 SILENT LADY H K Y Y NYN
UCaz7e UWGIIT  PRAEKKAAFISHERIES, INC. in's 126 Inteim  No 2 SILVER DOLPHIN 121 SIVEADOLPFHIN N N Y Y N ¥ Y
DILLCI084  LIGJES)  SILVER SPRAY SEAFOOOS, LLC Gip 124 Yas 0580  SKVER SPAAY €0640 SILVER SPRAY N HY Y NNY
LLCEIGS  LLGS18Y  SITKINISLAND, ING. ciP 168 Iatpln  No 50VES  ARCTIC ORION 14896 SITKIN ISLAND NN Y Y NNN
Hlucaoaa SITKIN ILAND, ING. cv 180 Yos 14896  BITKIN ISLAND 14H38 SITKIN ISLAND N N Y Y H N Y
JILLCTHEY  LLG3050 OAX MARITIME v 94 Yos 56239 SNUBHARBOR 58239 SNUG HARBGR NN Y Y NY Y
BUJLLCIB98 GBS NORCUEST SEAFOODS, ING. CiP 144 Yas W5E1  SOUTHERN WINO 40021 SOUTHEANWAND N N Y Y N N Y
BT]LLciera SPIRIT OF THE NOATH FISHERIES, ING. oy 150 Yas 3002 SPIRITOF RORTH 36002 SPIAITOFNOATH ¥ N N N N N N
Be|LCIi9s WINDANCE FISHERIES, ING. CiP 185 Istatlm  Ne 56524 WINDANCE s0002 SPIRTOFNORTH o N Y Y H N N
FIjliciesa  LGISST LEwis, cv 56 Yos 2353 CHEAYL sO142 S5 DANNY BOY H N N HY NHN
4l C407s  LLGIASE  DONOVIGHK, MARK cv 32 Inteim  No 3453904  ROUGHNEGK 13437 ST DONINIZK NN Y 4 NNN
Bbhcoasse QGRORHOLIOY, PAUL cv 53 Yos 182068 ST FRANCIS 19208 ST FRANCIS M N N NNYHN
HO[LLC2087  LLG2058  ALEUTIAN SPRAY FISHERIES, INC, cv 124 Yes 34801 STARUTE 12 STAR ASH M N Y Y N NN
SAILC2MS  LLG209¢  ALEUTIAN SPRAY AISHERIES, ING., cv 124 You 2 STAR FISH 971 STARLITE M N ¥ Y N NN
HULLC2098  WG2093 ALEUTIAN SPRAY FISHERIES, INC.ET AL cv 124 Yasx 39197  STARWARD 8197 STARWARD M N Y Y N NN
=t [REaE ] THOMAS, ROBIN ET AL cv by g Yos 55854 JUDALEE 21189 STEPHANIESUE M 8 NN Y NN
JUILLCI90]  UG3902 EVENING STAR, INC. cv 124 Yas 860 STORM PETREL 29260 STORM PETREL N N Y Y N NN
IT|LLC2750 LLG2748  DOCHTERAMANN, LUOGER v 108 Infarlm  No 17126 BELAIR 48854 STOAMEIAD M N Y Y HNHN
J2|LLCoB4y  LLGH4ET  SULTAN AISHERIES, INC. oy 120 ntedm  No B&009  SULTAN 58079 SULYAN N NY Y HYY
JI|LLC4840  WLG48IZ TEMPEST FISHERIES, INC. cv 124 Intedlm  No 3716  TEMPEST a718 TEMPEST N N Y ¥ N NY
JA|LLC1a25 LLGIE24  TIME BANDIT, LLC cv 124 Yas 65577  TIME BANDIT a55TY TIME BANDIT M N Y Y NY'Y
JalLIC2197  LLGRI85 ALASXKA SEAFODD PRODUGERS, ING. ET AL, cv 134 Yes 33704  TRAL BLAZER 39704 TRAILBLAZER NN Y Y NRY
HLLCagsr  U.GIM8 B & CFASHCOMPANY LLC ETAL cv b Yas 39777  TRIDENT 7T TRIDENT N N N N Y NN
S/ILCI000 LLGHAR \WARDS COVE PACKING CO. v 124 Yas 87B  TUXEONI 8768 TUXEON NN Y Y & NN
SH[LLC0838  UG37 LIBERATORUSA, LLG cp 182 Yas 8522 U.S. LIBERATAA 8522 U.B LIGERATOR M NY Y HNY
SOl Cegre \LG4ED  BOWLDEN, ING, v 124 Intefim - No B8 VAUANT i) VALIANT MY Y Y N Y Y
JILcasin  WG3s29 VESTERAALEN LLC. v 124 Ya3 3634z  VESTERAALEN a8042 VESTERNALEN M N ' Y H NH
DTUCar7?T  WGITG  VIEKODA BAY,LLS cv HS Inkdm Mo 150 LN 7971 VIEXODA BAY BN N Y Y H NN
LLCA7IS  WLGIT/4  VIEKCOA BAY, LLC cv 2 Intadm  No 57971 VIEXODABAY 5197 VIEXODA BAY N N Y Y NNY
UJ|LLC4730  WGIT79  LEE ROSE, INC. cv 89  Intkim Na 45525  VIGILANT 45525 VIGILANT N N Y HNHNYN
Ud{LLc2ers LLGZ624  ROYAL VIKING. INC. cv 124 Yas 269045 VIKING EXPLORERA SaD45 VIINGEXPLOREAT N N Y Y N N N
] LLC2as s IGICLE 8EAFCODS, ING. GV 124 Yes 8434  VHCNG QUEEN €434 VIKING QUEEN N NY Y NNY
UOILLCI470 WQ44TT  WAHL ABHERIES LG cv 1) latenim Mo 8885  MASSACAE AAY 70030 VIKEN M N Y Y 8 NY
D7jLLc2a21 WG2320  JAP ASHERIES, ING. v 124 Yas 61 WEST POINT 853 WEST FOINT N NY Y NNY
Udlucizzs WGz WESTERN VIKING FISHERIES LL G cv +1] Yas U6  WESTERN VIKING 8663 WESTERNVIXING ¥ N Y Y N ¥ ¥
UYIUC2B08  LLO2E07 DEAN, HARLAN cv 108 Intedm  No 4273  WESTUNG 42736 WESTUNG N N Y YN NY
UILLCIUSZ  LLGAEST mmmoussa\roousuc. P 180 Yos 2660 WESTWARD WIND 2680 WESTWARDWIND N N Y ¥ N N N
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~ 41102 Lisi o Current LLP Crab Licenses
T NMFS/AKR/RAM/Gharratt
a G205t  LLG20E0  VANDY BAY, INC. cv 172 Yes 56084 YANDY BAY 54642 WINDY BAY N NY Y NNZY
2 LLCI4BI  LLGI420 WIZARD FISHERIES, INC. oV 150 Yes 35205  YAZARD 35265 VIZARD 8N Y Y N N Y
= LUCZO20  LLGAST  ZOLOTO! PARTMERSHIP cv 118 Iaterim  No 40917  ZOLOTQ) w0017 zZoLoTOl Y NY Y NYN
= LLC1SI4 HEUKER BRQS., INC. cv 12¢ Yos 8i718  ZONE FIVE 81718 ZONE FIVE N NY Y NYY
o ALCISCE  ULGIPOS GIWBEAT, WILLIAM cv 108 Yes 62507  ALASKA DAWN H NY Y NNTY
LLGI922 LLG3521 NEWMAN FISHERIES INC oy 59 Intailm HNo 26200 ALATKAN LADY N N Y Y N Y N
S [@Jucirsa wGing  GIBERT, Wil oV 69 Inmin  No 24897  ALEUTIAN DAWN . N N NNNVYRN
N LLC4857 EAWIND FISHERIES GROUP, LG cP 198 Interm Mo sI0i2 _ AMERICAN BMPIRE  Auss1Q Y N Y Y N NN
= Z5luciess LLGIes? %ﬁu‘é"’w_ﬁ'ﬁ“ AY ASRERLES, INC. cv 120 Yes 47839 ~ AMERCANWAY N NY Y HNYY
LLC4014 STAMISLAUS, AOBEAT oV a8 Yes 85326  ARCTIC CHINGOK H N NN Y NN
LLCII03  LLGeeSS YUKMON DELTA RSKHERIES, ING. ET AL cv a8 Ves 66026  ARICTIC CHINGOK N N NNVY NH
LLC2JE5  LLG2385  ARCTIC SUN FISHERIES, INC. ET AL. cv 133 Yos 37210 AFCTIC LADY . H N Y Y HNY
LLCITET  LLGYZ6D I cip 190 Infeim  No BI9t1 _AVKA ENTERPAISE &a‘: N NY Y NNRH
LLC1a39 F/V NORTH WIND, INC, cv 156 Yos 61478 AURIGA NN Y Y NNN
BTlucasss BALLYHOO & OWHERS cv 187 Yeou 5645  BALLYHOO Y H Y Y NHNY
~ JZUC3889 (LGIEES BERING STAR, LLC cv 12¢ Yas 4147  BERING STAR Y Y Y Y NY Y
w2 ucssrs MCNEi., CHRIS cv =6 Yas 2352  BLUE DOLPHIN M N NNY NN
5 IMucezse PAR-PAC, INC, cv 110 Yes 45066 BOTANY BaY N NYYNYHN
2 Tlczars JOHNSON, FRANK cv i Yes $8728 BOYDES N N NNYNAN
= Jo|ucaes OSBORNE, ERIC v ag Yo3 S8728 BOYDES N H NNY &N
= J7iucere SHERMAN, THOMAS oV a8 Yes 5728 BOYDEJ M N NNY NN
O|LLC474¢ LG  WILSOM, BRIAN v 59  imerm  No 433  BRIGHT RAY M N Y NNNRHN
Jlcasaa JOHNSON, DANALY oV a3 Yes 64525  BUDDHA HEAD M N NN YNR
ADlucssea AHODES, SEAN oV 43 Yes 64525 BUDDHAHEAD M N NN Y NN
AT|lcoucs  LLGASS  SANKO FISHERIES, ULC P 15 Inlefln Mo 32728 CANYON ENTEAPRISE H N Y Y NHNY
T2IUCI970 WGIST?  MBLFISHERIES, INC.- v 149 Yes 56380 CENTAURUS N N Y Y NY Y
AIlLCas27  ULGIS26  CASTILLO, JOSE RAUL oy 51 Ves 57855 CHRISTEN N N Y NNNH
AL LUDVICK, ROSEMARY v 58 Intadm Mo 46069  COMPETINCN M N Y N NNH
FOIULCI2E  WLGI262 MAERLING ENTERPRISES, ING. ET AL, oV 124 Intetm  No @968  CONADENCE NN Y Y NTY Y
TBlucasez CONTROLLER BAY, JOINT VENTURE cv 166 Inteim  No 57847 CONTRCUWLER BAY HONY T ORONY
T/UCIT  LLGaST4  GOLUNS FISHERIES, INC. cv 126 Iateim  No 591¢9  GORNELIA MARIE N N Y 7 B N Y
Fjuczaar JCHNSON, BRIAN oV a1 Yas M723  DANEBOY N NNANYNH
TJ{LLceas JOHNSON, BRUCE v al Yas 31723 DANGBOY NN NNYNNHN
ILCa200 LLG4S57 DECEPTION RSHERIES cv 128 Intedm Mo 95840 DECEPTICN . N N Y ¥ N Y H
LLC2888  LLG2807 _DEEP SEA HARVESTER, INC. CiP 180 Yos 64922 DEEPSEAHARVESTER Lui35i M MY Y NKY
LLC4481 LGS0 LEWS, HAL v 42 tptedm No 20710 "OIANNA M N NNYNN
ILCZ196  |ILG2104 KEGHTER, AGNALD ET AL v 59 Yes 45427 DIATY BALLY N N Y N N N N
i C2ars UNODK, ALOYSIUS cv al Yes 8400+ DONNA RAEE M N N N Y NN
z LLC3504 IMITH, STEFANI cv b Yes Gi278 OUBOB M H K4 Y &8 N
Hlucawen  weIz  PEQUOD, INC. o 124 Intadm  No 100 EARLY DAWN Y Y Y Y N NY
o STHLC2108  11G2105  EL DAN AX, LTD. v 24 Yas J0664 ELDAN N MNY Y NTYRHN
5 SBlucoomo FAGERSTROM. CHARLES cv 18 Yes 61248 ELUSNE N N N&Y NN
L JJ[LLCY 185 HEBERAT, JAY ET AL, oV 28 Yes 61240 ELUSIVE N N NHNY NN
2 S0]uceens AOLLMAN, THOMAS GV 108 Iiedm  No 61444  FOUR DAUGHTERS N NYYHNYN
w STucowes HAMILYON, THEODORE v 38 Yos 85129 GRACEC N HNNY®NHN
SHAUC23%0  LLG48tE  YUKON DELTA AISHERIES, ING. ET AL cv 28 Yes 85328  GRACED N M NMNYNN
JTUCSIN0 LLOSGS  SCHUMCHER, JONATHAN oV 55 Inteim  No 43785  HALGYON H NY M NRNRN
E‘ ThLLC3004 OBSEBSION LIMITED PARTNERSHIP cv 126 Yes 62438 HANOLER Y MY YNNY
w DJUCIN58 LLGIESS  WILLIAM Lt BARSTOW I TRUSTEE cv 103 Yos 00187 HISEAS | N N Y Y NNN
= Jblucaize HASTERS, DAN cv 20 Yas S421  HOWY ELAINE N 8 NN Y N N
S7]uciese BAACK, STEVE oY 22 Yes 64088  HOUND H N NNY NN
o JBlucaws ERICKSON, JEFFREY cv a6 Yos $5807  ICEPACK N N NN Y NN
S JYlUCI802 1461801 _SHADLE MATTHEW oV 59  Imedm  No 3005 INFIIEL, Y, A N N NMNY NN
o (Oucam CHOQUETTE. VALLIAM CIP 156 Imem Mo 54677 ~_JACGUELYN A 33 Y NY Y NNN
& (Tucasss “MARK NERTTL TRE. cIP t56 Yea 54677 #? Y N Y ¥ N NN
< {Aucsuse v 89 imofm Mo 14960 _"JEANG: NN Y YNV Y
- H ' H TR RRNY: H BHHAHA H T = . ALE
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41102 List of Cusrent LLP Crab Licenses
176] NMFS/AKR/RAMIGhartrett
ILLCIEED TILL, PATAGIA % Yes 45843  JOANJ N H NN Y NN
HUlLLC2021 JOHNSON, HARRY as Yo 4554]  JOANJ N N M N Y NN
BILLCICle WGI4I7  DEEP SEA FISHERIES, INC. 121 intedm  No 150  JODY ANN N N Y ¥ NN Y
DZJLLCIIZ? WG2G  WILSON, COREY 59 Yas 41044 JUST IN CASE N N NN NYHN
GSALEZTIE WG HATHINAEM, ING. 20 Intedm Mo 28972 KATRINA EM N W Y Y NYN
Bdluicossz UGG MEVLEENK,UC " 124 Yes 960  KEVLEENK NN Y Y NYN
BOILLCI?TA2 LLGITHI  SCHUMCHER, JCNATHAN 124 Infedm  No 18206 KING & WINGE NN Y Y NY Y
BO[LLE2770  LLO2789 NMGCFARLAME, FRANY 59 Yeos STED7  KITTIWAKE N N NNYVYN
B/ LLLITS NOET, ERIX a8 Yas 65485 KVICHAK N M NNY NN
Ho|LLc2167 STILES, NORMAN a8 Yos 85406  KWICHAX N N NNVYHNN
DYILLC1285  LLG1284 FAA NORTH ASHEAMEN, INC. cv 124 Yes 39156  LADY AMN N Y YY NY Y
SUILLGII0s  LLGIBJM4  APICDA VESSELS, INC, cv b2} Yas 8530 LI RIVER HAWK N N NNYNNHN
JTLLCS004 HORN, DOUGLAS v b Yas 8530 UL RIVER HAWK N N NNYWNH N
4 [FEATES HEBERT, JAY v 29 Yas 41253  USAJ N N NNY NN
i djucaris MAGNUM MARITIME FISHERIES oY W2 Inerim  No 26407 MAHALD NN Y ¥ N NN
WIHLLCZZTS 1102278 MARCY J..INC, cv 118 Yes 58 MARCY J HH Y Y N NN
UbliLcerez KOCH, F. JAMES oV 120 Yoy Q17 MARYJ N N Y Y NY Y
IBlLLC46B1 FRANCIS MW, LLC oV 124 43552 MCKINLEY N N ¥Y Y NYN
W/IULC4BE LLGMB3 ESTATE OF CABL AKCSO oV 50 Yes #6852 MEUSSA RAE N N NNNJYN
IAOILLC 1420 JOHNSON, JOAN cy 3a Yes 45100  MITCHELL GAYIE N M NNYHNHN
JUlLc3a10 JOHNSON, PAUL cY a8 Yes 4100 MMGHELL GAYLE N HNNTYNHN
UDLLGIuss NEWMAN FISHERIES ING, Y 120 Yoa TH0  MORIMOVOI N MY Y NRY Y
UTILLC4305  LLG4304  SAVELIEFF, FRED cv 80 Intedm  No 42525  MS_JUUET N N NN Y NN
UCILLCIS4D LLGMG4a MACINKOD, JOE oV 59 Yes 41408 NAXAT N N NNINMHN
03iLLL3601 "BROCK, STEVE oV s Yes 90684  NIGHTHAWK H N NHNY NN
TRlcases WANOQFF, PAUL cv M Yes 29684  NIGHTHAWK N N NN Y NN
LOlLLc2182  LLGZIBY)  NIEMELA, JAMES v 124 Yo 56400  NOAAUEST NN Y Y N Y Y
UbILLLI1243 LLGI242  NORSEMAN FISHERIES, ING. cv 12¢ Yeos 15630  NORSEMANIL H N Y Y B YN
Ui caen VAHLLIAMS, WILLIAM cv 122 Imtedm NNo 2488 MORTHERNLADY Y N Y Y N Y ¥
U8iucae HENNEDY, NAMOTHY oV 135 Yos 20841 KOWITNA N Y ¥ Y HNY
UJILLCZ8I7  LLG2018 STEELE, IEFF Ml oY 1286 Intedm  No 34974  OBSESSKIN N NY ¥ NN Y
JUILCHSS WGIISE OCEANBALLAD. ING A. . oV 124 Yos 51805 %:wm N N Y Y N ¥ N
LLG2086 OCEAN TEMPEST, INC. v 158  tntedm  No 35044 EAN TEMPEST N N Y Y NN VY
UC2007  LLG2008  SHAISHNIKOFF, LARRY cv 52 Yas 39158  PEGGY ROSE N N Y Y% N Y V¥
JIJLLC1881  LLCIE0 POLEGTAR FISHERIES, INC. oy 124 Yos €075  POLESTAR N Y Y Y N Y Y
JANLCISHE LLGIS97  GUSTAFSON FISHERIES, INC, cv 4 Yes 52119  PAOVIDENGE N NY ¥ NNN
Thjucaez JAVETILIK, CLARENGE oV a6 Yes 515680  RAIDER N N N NTY NN
By [ T L SAMISH MARITIME, INC. oV 1] Yos 58967 RENEGADE N Y Y NY ¥
LLGIBIN ECKENWEILER, GARY cy 78 Yos B1674  RUNNING BEAR H NN NY §N
18lucissa TOWARAK, CLARENCE ey % Yo 61674  RUNNING BEAR HN NNNTY NN
THILCIe2 NELSON, SIDNEY cv a Yes 62955  SEALION N N8 NY HN
Dlucarzs SEA ROVER, LLG oy 124 Yoa 124 SEA ROVER N NY Y NY Y
LLC3D10 ALSTAOM, AXEL cv » Yes 85327  SEANAT NN NNYHN
LC3719 ALSTROM, RAGNAR cv 30 Yas 65327  SEANAT HHNNNY &N
UCZIBE LLA4A70 YUKON DELTA RSHERIES, INC, cv a8 Yas ' 65327 SEANAT N N NNTY &N
qILLCTRET PEVEASON, RONALD Cip 166 Iateim  No E4744  SEAWIND Y NY ¥ N H N
1LC1202 HEBERT, FRANK v a8 Yas 395e8  SERENDIPITY M N NH®BY NN
GILLGI1940 FAHEY, BRIAN oV 12 Yas 65842  SIERPAAMARIE H N NN Y NN
LLCI984  UL.G1993 RW. BARK CORP, oV 69 Yos 19767  SPARADVY CASTLE N 8 ¥ N 8 o N
GHLLGII08  LLGDIGS PAOFY. ASHERMEN'S ASSOC,, ING. GV W2 merim Mo 104 STORMY SEA Y Y YY NY ¥
JILCIS?  LLGMSE  SUSITNA MARISIME. INC. cv w2 Yas WIS SUSITNA NN Y Y HY Y
HLLC 1801 MAFOWIN, ING. cy 12 Yas H THERESA MARIE NN Y Y N 8§ Y
\LG2470 KAS LEASING cv 50 Yas 28532  THOMAS HENAY N M N o8 Y NN
LLC3594 STILES, DONALD cv 54 Yas 35692 THOMAS HENARY H M HSN Y NN
LLC4860 MORGAN, STAN cv 50 Yes 6632 THOMASHENRY N M N NY NN
ILLCIND \WILSON, JOHN v 4 Yas 8512 TIA H_ N N N Y K N|
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LLC2385 WILSON, LAWRENGE & HENRIETTA o a1 Yes 8512 TA N N NHNYNNHN
LLC470d LLG2727 KOOSO, ANOREW cv 59 lnterim  No 41509 THOIKA N N NY NHKN
WLC4481  LLGA490  SLINEY, WILLIAM aip 98 eim  No 83892  VIN-GE NN Y Y NBNY
LLCI97  LLGI9MS  SAMISH MARITIME, INC. oV 102 Yoa 5E0Z  VWINDWARD N 8 Y Y H ¥ N
L1580  LLGART2  APICDA VESHELS, INC. cv a8 Yes 85539 YUKQNMIST N N NN Y N N
LLCO#SS QMEY, RAYAOND v J8 Ves 65329  YUKON MIST N 8 8NN VY NN
LLO44  LLGAB78  PRINGE, ANTHONY cv 20 Itedm _ No €4803  YUKON MOUSE N N N M ¥ 8 N
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Table 3.3-12 shows the mean, median, and average of the four largest allocations under the different
qualifying year options in the Western Aleutian Islands (Adak) golden king crab fishery . Figure 3.3-81s a
graph of the distribution in the Tishery under the different options. The table and graph show substantial
variation in the distribution of the allocations under the different options. The average allocation to the four
leading vessels varies by more than 5 percent under the options, with the leading four vessels receiving an
average allocation of more than 22 percent under Option 3A and an average allocation of slightly more than
16 percent under Option 1B. Options 1A and 1B include substantially more vessels in the allocation (22
vessels) than the other options (which include between 10 and 14 vessels in their allocations). The median
(midpoint) of the allocation distribution is slightly larger under Options 3A and 3B (approximately 4 and 4.5
percent, respectively) than under the other options (all of which have a median of approximately 2.5 percent).

Table 3.3-12 Mean, median, and average of the four largest allocations under the different qualifying year
options in the Western Aleutian Islands (Adak) golden king crab fishery

Average of four
largest
Fishery Mean Median allocations
Westem Aleutian Islands (Adak) Golden King Crab
Option 1A -1992-1993 to 1998-1999 (All seasons) 0.045 0.022 0.170
Option 1B -1992-1993 o 1998-1999 (Drop one season) 0.045 0.023 0.167
Option 2A -1995-19%6 to 1998-1999 (All seasons) 0.071 0.025 0.212
Option 2B -1995-1996 to 1998-1999 (Drop one season) 0.071 0.026 0.210
Option 3A-1996-1997 to 1998-1999 (All seasons) 0.100 0.038 0.223
Option 38 -1996-1997 to 1998-1999 (Drop one season) 0.100 0.046 0.217
Option 4A -1996-1997 to 2000-2001 (Best 4 seasons) 0.091 0.028 0.213

Source: NPFMC Crab Database 2001 - Version 1

Table 3.3-13 shows the mean, median, and average of the four largest allocations under the different
qualifying year optionsin the Eastern Aleutian Islands (Dutch Harbor) golden king crab fishery . Figure 3.3-9
is a graph of the distribution in the fishery under the different options. The table and graph show more
similarity in the allocations under the different options than in the Western Aleutian Islands (Adak) golden
kning crab fishery. The average allocation to the four leading vessels varies by at most 2.5 percent under the
options, with the leading four vessels receiving an average allocation of almost 18 percent under Option 2A
and an average allocation of almost 15.5 percent under Option 4A. The mean and median allocations,
however, differ substantially under the different alternatives. The mean, whichis a function of the number
of vessels receiving an allocation, ranges from slightly more than 5 percent under Options 1A and 1B to
slightly more than 9 percent under Options 3A and 3B. The median (or the midpoint in the allocation
distribution) is approximately 1.5 percent under Options 1A and 1B and is almost 9 percent under Option
3B. The reason for the low median allocation under Options 1A and 1B is likely that these allocation
alternatives include additional vessels that receive relatively small allocations. The number of vessels
receiving an allocation under the Options ranges from 11 under Option 3A and 3B to 19 under Options 1A

and 1B.
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Table 3.3-15 shows the mean, median, and average of the four largest allocations under the different
qualifying year options in the Western Aleutign Islands (Adak) red kino crab fishery. Figure 3.3-11is a graph
of the distribution in the fishery under the different options.?® The average allocation to the four leading
vessels is similar under the different options, varying by slightly more than 1 percent. The median (midpoint)
allocation differs by less than one-quarter of one percent under the two allocation options. Under both
options allocations would be made to 28 vessels.

Table 3.3-15 Mean, median, and average of the four largest allocations under the different qualifying year
options in the Western Aleutian Islands (Adak) red king crab fishery

Average of four
Fishery Mean Median allogations
Westem Aleutian Islands (Adak) Red King Crab .
Option 1A-1992 - 1996 (All S2as0ns) 0.036 0.008 0.197
Option 1B -1992 - 1996 (Best 2 seasons) 0.03%6 0.010 0.185

Source: NPFVIC Crab Database 2001 - Version 1 L J

Figure 3.3-11 Allocation in the Western Aleutian Island Red King Crab Fishery

.
-
v
Gl
=
®
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%

Allocation in the Western Aleutian Islands (Adak) Red King Crab Fishery
(based on percentage of total allocation)

Percent of total
12 allocation

OOption 1A - 28 vessels
H Option 1B - 28 vessels

Vessel Group (4 vessel groupings)

Option 1A ; y
.2z Option 1B
vessels 28

vessels

25g;nce this fisher has been closed since the 1995-6 season, no graph of the activity in the fishery is
provided, and allocation estimates are based only on the percent of the total allocation.
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Alternative 1: A CDQ group may operate a shoreside processing facility in a CDQ
community without obtaining individual processor quota (IPQ) shares if the CDQ group
owns at least fifty percent (50%) of the company:

Option 1: There is no limitation on the amount of crab the CDQ company can
purchase and process.

Option 2: The amount of crab that the CDQ company can purchase and process
at the facility is limited to no more than four percent (4%) of the TAC for that
species for that year. The CDQ company may purchase and process at the facility
more than the four percent subject to all other rules applicable to processor quota
shares.

Sub-Option I: Limited to CDQ communities that do not have a shoreside
crab processing facility as of April 1, 2002, .

Alternative 2: Ifa processor who owns IPQ shares transfers those shares outside of the
community in which the shares were established, a CDQ group may process the same
amount of crab at a shoreside processing facility in which it owns at least fifty percent
(50%) in the community without the accompanying IPQ shares.

Alternative 3: A CDQ group shail have the right of first refusal to purchase any IPQ
shares that may be for sale, providing the IPQ shares purchased shall only be used in a
CDQ community at a shoreside processing facility that is owned at least fifty percent
(50%) by the CDQ group that purchased the shares.

Alternative 4: In St. George, a CDQ group may process up to eight percent (8%) of the
opilio TAC, providing it is processed at a shoreside facility that is owned at least fifty
percent (50%) by the CDQ group. In Atka, a CDQ group may process an unlimited
amount of the TAC for any Aleutian Islands crab fishery, providing it is processed at a
shoreside facility that is owned at least fifty percent (50%) by the CDQ group.

Option 1: No IPQ shares may be processed at that facility.

Alternative 5: IPQ shares that are initially located in St. George may not be processed at
any other location.
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Alaska Marme Conservation Council ?
"Box 101145, Anchorage Alaska 995 10
(907) 277-5357 » (fax) 277-5975
amcc@akmarine.org ¢ www.akmarine.org

" April 12, 2002

~Agenda Item C-5 : _
" Recommendations for Conservation Elements in the Crab Analysis

AMCC remains concerned about the sequence of decisions for crab rationalization. The Council
- is making a decision about an economic model without complete evaluation of the conservation
elements that should be part of such a major management change. The Crab FMP EIS is the place.
where a full analysis is intended to be done, yet that will be after the major economic decisions’
havc been made. :

However, glven that we cannot change-the sequence of dec151ons for crab, AMCC recommends
the follomng

1. Current Analysis for June for final action in June.

m' The reason to rationalize the crab fishery is to achieve better conservation of crab populations
that are at extremely low abundance and in some case declared overfished. Yet the analysis
does not contain clear objectives for conservation and the discussion is not conclusive about
how conservation benefits will occur or how assumed benefits will be measured,

e Tothe extent possible, the document should contain objectives for conservation. For
example, it is widely accepted that longer soak times will result in a lot less discards.
What goals do the Council and Board of Fisheries have for bycatch reduction?

e The document should contain a more rigorous discussion about what will actually
happen on the grounds in a rationalized fishery. Some of the issues discussed in the
current draft may not represent real life. For example, to what extent will -

_ rationalization really lengthen the seasons or will the behavior of the fleet be more
influenced by whén processors are set up to accept deliveries? Are there conservation
1mphcat10ns for season length that should be addressed‘? '

2. Crab Enwronmental Impact Statement.

If the June document cannot contain a full conservation section with obJect:wes options and
full analysis, then we urge the Council to ensure that the Crab FMP EIS does.

e Weurge the Council to collaborate with the Board of Fisheries on the EIS to 1) design
/‘\ conservation objectives, 2) develop options for how those objectives will be met and
implemented by the Board, and 3) determine how success will be evaluated over time.

People throughout Alaska working to protect the health and diversity of our marine ecosystem



L E Alaska Marine Conservation Council
ST Box 101145, Anchorage Alaska 99510
(907) 277-5357 o (fax) 277-5975
amcc@akmarine.org ¢ www.akmarine.org

April 9, 2002

David Benton, Chair

North Pacific Fishery Management Council
605 W. 4™ Ave.

Anchorage, AK 99501

Dear Chairman Benton,

Attached is a copy of the 500 Alaskans Open Letter to you, Governor Knowles
and the Alaska congressional delegation and the petition signed by those 500 Alaskans.
AMCC, and a continually growing number of Alaskans, are fully behind conservation and
community goals for rationalization. -

We remain extremely concerned about the economic model that would award
quotas to processing corporations to buy and process Alaska’s crab and groundfish. We
believe there are other and more appropriate ways to support the processing sector that
will result in a dynamic and competitive industry open to innovation. As a matter of public
policy, we are concerned about processing quota because of the controlling effects on
markets, independent fishermen, coastal communities and the public process. We don’t
think it is the government’s job to limit who can buy and process Alaska’s fish.

Sincerely,

Dorothy Childers
Executive Director

People throughout Alaska working to protect the health and diversity of our marine ecosystem
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Future and Our Coastal Communities

An Open Letter to Governor Knowles, Senator Stevens, Senator Murkowski and
Congressman Young, and the North Pacific Fishery Management Council:

We call on the State of Alaska, Congress, and fishery managers to require clear standards for conservation and communities before
any new individual fishing quota or other limited access programs are approved.

We oppose the award of processing quota because of the controlling effect on markets, fishing families, coastal communities, and
the public process. Government should not limit to whom Alaska’s independent fishermen can sell their catch.
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Alaska Marme Conservatlon Councﬂ

500 Alaskans for Conservation and Communities
in the Development of
Future‘lndwldual Fishing Quota Programs

Ijom my fellow Alaskans in callmg on Congress the State of Alaska and flshery
managers to require strong standards for conservation and community stability
within any new mdrwdua! quota or other llmlted access program.

| oppose the award of processing quota and government limitation of the
humber of processors because of the controlling effect on markets flshermen
commumtles and the pubhc process. ,

Congress, the State, and fishery managers must ensure that conservation goals
are met and that independent fishermen and coastal communities receive
equitable treatment. ' :

“Fishery management programs that I|m|t access to the publ:c 5 resource must

== Reward clean fishing (promote low bycatch and minimize Impact on
ocean habltat) .

# Create opportunity for future generatlons of mdependent ftshermen

Prevent excessive co nsohdatlon and vertical integration of the seafood
industry :

ii

i '
w: Preserve healthy competmon among seafood processors and prohibit
processor monopolles . .

== Promote healthy communlty flshmg economles and maintain dwerse
_ mdependent fishing fleets '

= Recognize historic regional fishing and prdcessing oatter'ns

#=: Require good stewardshlp of the public’s marme resources as a
. condition for contmumg partucnpatlon in IFQ fisheries -

(Peririans will be presented to Congress, Gov. Knowles & North Pacific Fishery Management Council)
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AMCC opposes processor quotas

By DEANNA COOPER
Mirror Writer

The Alaska Marine Conserva-
tion Council (AMCC) is calling
on Alaska's leaders to advance
fisheries conservation and protect
‘the livelihoods of independent

fishermen, in efforts now under

way to privatize access to
Alaska’s federally managed fish-
eries. .

According to their March 12
press iclease, the North Pacific
Fishery Management Council is
searching for management inno-
vations to slow down the pace of
fishing, improve fishing prac-

- tices, and raintain a healthy pro-

cessing sector. Individual fishing
quota programs, or IFQs, are high

_ on the fishery managers' list of

options for ending the race for
fish.

One potential element of pend-

ing privatization plans is a pro-
posal o compensate processors

for theit investments by award-

ing them with exclusive privi-

_leges in perpetuity to buy and

process Alaska’s fishery re-

.5ources.

AMCC opposcs this option.

Their call comes in the form
of open letters to Gov. Knowles,
the Alaska congressional delega-
tion, and the North Pacific Fish-
ery Management Council. The
letters, which ran as ads in state
newspapers on March i3, display
the names of 500 Alaskans from
coastal towns across the state in
support of these goals.

“We are asking our leaders
to consider the 500 Alaskans
who are Speakmg with one voice
from communities directly af-
fected by decisions about

* Alaska’s fisheries,” said Dorothy

Chitders, AMCC executive di-
rector. “Most are people who are
not flying to meetings and mak-

ing regular trips to Juneau and

Washington, D.C. They are di-
verse constituents whose views

P

are not regularly heard by deci-
sion makers.”

Awarding processing ‘quota
limits where independent fisher-
men may sell their catch, Alas-
kans are concerned that process-
ing corporations will control mar-
kets, independent fishermen,
communities, and ultimately the

“publicprocess.

“Some Alaskans say lhey are
concerned about vertical integra-

. tion of the seafood industry in

which processing companies
would own the vessels, plants and
markets while fishermen work

- for a wage,” said Childers,

“Alaska’s experience with
this systemm was when canner-
ies controlled the entire salimon
industry. The need to overturn
this “feudal system” was a driv-
ing force behind statehood in
1959, she said. .

“IFQs, if designed rlght, can

.be tools for conservation man-

agement. But awarding process-

ing quota is a dangerous idea- :
that will take our fisheries down ;

- a path to. control by corpora-
" tions and a death spiral for in-

dependent fishing families,”

. said Bob Storrs, Unalaska fish-

ermian. “It might not happen
tighit away — but it will hap-
pen — and- our, chlldrcn wﬂl

. pay the price.”

“AMCC recognizes that re-
solving problems faced by the

. processing sector could improve .

R L L

the ‘overall business environ- °

ment,” Childers said. “We are,

asking State and federal agencnes'~ _

to sit down together, identify the~
needs, and craft appropriate s0-
lutions using ali the tools avail-

able. It’s not the government’s '
job to Jimit who can buy Alaska’s

fish. 1t is.the government's job .
to find ways to support the in-

. dustry. We need Gov. Knowles

to gather an asray of people 10 |

explore options that are good for.l._:

all Alaskans.”






April 12, 2002

The Honorable Tony Knowles
Box 110001
Juneau, Alaska 99811_—0001

Dear Governor Knowles,

As small independent processors and buyers of Alaska fishery resources we are concerned
regarding imminent decisions to rationalize Alaska’s federally managed fisheries. In April, the
North Pacific Fishery Management Council is scheduled to vote on a plan to limit access to
Bering Sea crab fisheries. The Council will also decide whether or not to award processor quota,
or the “two-pie” system, to companies currently involved in crab processing. After crab
rationalization is decided, fishery managers will consider plans for groundfish fisheries.

As processors and buyers of Alaska fishery resources we oppose the “two-pie” system because
of the impact this control would have on our ability to supply a diversity of product to our
markets. We do not support a system that locks each fisherman to specific processors
forever, The last time this happened was during Alaska territory days when a lnmted number of
canneries controlled the salmon, the fishermen and the markets.

Please support us in our effort to preserve the competitive business environment that is central to
a healthy economy. Alaskans and the State accrue tremendous benefits from our valuable fishery
resources in the form of revenue and jobs. We need a healthy processing and harvesting sector
for the seafood industry and fishing families to thrive in ¢coastal Alaska, We believe there are
alternative ways to support the processing sector in 2 manner that solves specific problems
without limiting the companies to whom an independent fisherman can sell his catch.

Thank you for considering our concerns. We appreciate your help in guiding the State of Alaska
through this important decision.

Sincerely,

Mike McCune - Kevin Hogan . Dana F. Besecker
The Fish Factory The Auction Block Fish Buyer
Homer , Homer & Seward Homer & Seward
Jeff Berger Brad Faulkner Ken Quinn

Deep Creek Packing Alaska Custom Seafoods, Tne Kachemak Fish Packers
Ninilchik, Soldotna & Homer Homer o Homer

Glen Carroll Mike Brooks John Whiddon
Carroll Corp. Brooks Alaska Seafoods Island Seafoods
Homer _ Homer Kodiak

Bob Scott Skip Winfree

Salamatof Seafood’s Tenth and M Seafoods

Kenai Anchorage



‘COMMUNITY RESOLUTIONS
. SUPPORTING CONSERVATION AND COMMUNITIES
| IN RATIONALIZATION PROGRAMS |
AND OPPOSING PROCESSOR QUOTA SHARES

APRIL 2002
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RESOLUTIOI\ n2- 16

A RESOLUTION OF YHE CIT‘( COUNCIL OF THE CITY OF SELDOVIA, ALAS:(A,

SUPPORTING LOCAL INDEPENDENT FISHING - FAMILIES AND COMMUNITIES EY

OPPOSING THE ALLOCATION OF ALASKA FISMERY RESOURCES TO PROCESSORS™
UTHE TWO PIE SYSTEM” OR OTHER FISHERY RESOURCE ALLOCAT!ON PROGRA“S

- THAT CREATE A CLOSED' CLASS OF PROCESSORS

WHEREAS the City of Seldavna here:nafter C:r,«. eneves that the a’loca.son of fi r‘shery resources -

. WHEREAS, the City fecegnizes the Natnonal F!ese&rch f"ouncls recommendations ..oncemirg -'
processor allocatlons contained in ‘the 1999 report to Congress entitled, “Sharing The Fish: .

o processaors ‘the fwo pie system” will threaten me sccsal and °ccnomic balance between

,.ndependenl fishermer and processors and .

WHEREAS, the City beliaves that any ﬂshery resourcas allocatmn grogram. that raquires
exemptiors 1o the anti-trust laws Is bad for [1deperder=: ’ishirg far'uly s. coastal ccnmt.mhes,

‘seafood consumers; and

Toward a National Policy On IFQs, 'p 205 Rscommendation; ... Nor ¢id the commities find @
sompelling reason to establish a separate, comp}emanfary processor quofa Sysfem (‘he fwo pia;

‘ _ sysram)" and

Wl-iEREA:: the City believes that the a!locat-on of Alaska ﬁsnary rescurces should Include

eligibility fcr coastai communities, independent fishermen, hired sk:poers operazors. and_ '

crewmambers that live adjacent to the resource ard

WHERZAS, the City kelieves that s!rung Gonsarvation gaals with measuratle redu..hcna in b;-"
- catch and fi sheries was‘e be an tnlegml part nf any r.:tionehza* ion prcgr""t. and T

WH:R._AS the r‘lty supports the inclusion of an ‘nuependent review Drocess oi new

 rationaiization program's and a vizble mechanism to acjust the s,stem if the mte-:t and'ar goals of

"ATT-s'r

' .';f'..;u‘{,é 1«0' 7 . / “ §

"'—s’ra.vl ‘Nichois, Clerk

an Implemented prcgrcm are not being achigved; anc o ‘ . .

NOW TriER“‘OR 3E IT RESCLVED that the City Council of tha Ciy of Seidav.a slrongly o
urges the Norih Pac:f., Fishery Management Councii, State of Alaska, -and the Undec States -
.Congress ta supoort the conssrvation principles sortained-within this resolutior and suspdrt local,

independen? fishing family's, and coastal communities by cpgosing the aliocation of Alaska

: "ﬁshery resources to processors “two pie’ syslem® or any othar ﬂsher‘,' {E30LrCes aho..atlon
~ program that creales a closed class of processur .

- .PASSE_D AND AP_PR_OVED by & duly, nstitutec quotum of the C!ty COU‘ICI[ of Ih= City of
" - Seldavia, Alaska, on this 23 “day cf—é;gﬁﬁ?_ 2002, . o

nPPROVED \SCWM ,,L,Lu_._..

. Susan I- Hecks Maycr

- N

1 02_-16£shprcssrs.ni:ﬁ-nc.&uc' S o @ C

. R

. WHEREAS, the City behe* =5 that all a’-‘daska ccaetat car-rr'umt.es have tag ngl'sr te per‘.lcnpate In ‘
the pubiic- p-‘ccess concerning al! Alaska ﬂahery resat.rces issuas; . o
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CHIGNIK SFINERS ASS(}C:ATION
© RESOLUTION 0303°

A RFSOLU'I 10N (}F THE ("H'IGNIK SEINERS A%OLIA’I I()N ‘\UPPOR'IIN(J LO(.AI
INDEPENDENT FISHING FAMILILS AND COMMINUTES BY OPPOSING THE -

ALLOCATION OF ALASKA FISITERY RESOURCES TO PROCESSORS " THE TWO .!I’H“ |
. SYSTEM™ OR OTIHER FISHERY RESOURCE Ai I ()('ATION PR()(:RAMS THAT CRLA ME
A LLUbED CLASS OF PROLL%SORS : .

WHEREAS The € hignik Seiners Associilion bellews that the allw.utlon of ﬁshcrv resources to
~ pracessors “the fwo piv system” will threaten fhe sociat and cconomiv: balance bctwccn :
~ independent fishermien and processors and, : : -

WITEREAS The C‘hlgmk Seincrs Assomtum belncw:s that any fi shery rcsources alluca.mm

 program that requires exemptions to the anti trust Taws is bad for :ndependent ﬁshmg farnily®s,
coastal community’s, scafoed consumers and,

- WHEREAS The Clugmk Sciners Association recognizes thc Nanonal Rewarch Counclis '
recommendations concerning processor allocations contained in the 1999 report 10 L'ong.rcss :

entitled - Sharing The Fish: Toward « National Policy (n IFQs * p 205 Recommendation: ..."

Nor did the committee find a compelling reasim fo establish ¢ s*eporare comp!ememmy
processor guota system (the hm-pm " system}” and, - y

WHL REAS; The Chignik Sciners Association believes that the aflocation of Ahska fishery™

resources should include eligibility for coasta) cominunities, independent fi sherman hmd
' sklppers. operators, and crewmembers that live adjacent to (he Fesource and. -

WHERFAS The Chignik Seiners Association believes that strong conservation goals with -
“measurable reductions in by-calch and ﬁshcucs wasle be :megral partof’ uny rat:unahzanon
‘program and. ' '

WHEREAS The Chlgmk Selnets Assocmlum suppors the inclusion of o mdcpendcm review
process of new rationalization program’s and a vinble mechanism to adjust the syslcm il the
intent aiid or goals of a unplcmcnled program are not being achlcved and,

L - WHEREAS The Ch.tgnik bunm Amcm:wn beligves that all Al.ﬁka wustal commmuws have

the right to participate in the pubhc process conccmmg all Alaska fishery resources issues,

. NOW.THFRL FOR BE TT RESOLVED THAT The qu,mk Sciners Association strong]y urges
the North Pacific Fishery Mandgement Council, State of Alaska and the United States C‘ongrqs:t'

" w Support the conservation principles contained within this resolution and support kical
independent fishing family’s, and coastal comminutes by upposing the allocation of Alaska

lishery resources {o proccssoﬁ “the two pie Aysrem or. any olher ﬁsha:ry remurces allocation
- program that cmlus 8 clnscd clasw 0l'proeessor

o

o Passed hy the Boa:d ol Dlrectors of Ch:gmk Semcm Aaumcl.ttlon thls day (:F March l4 200" o

.03 -
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Horth Pacefe Pisheniea Aosociation. Tnc..

HEADQUARTERS-
Box 796 HOMER  ALASKA 99503'

A RESOLUTION OF THE NORTH P—\CIFIC Fi SI{ERIES ASSOC IATION (\IPF M OF
HOMER. ALASKA, URGING THE NORTH PACIFIC FISHERY MANAGENENT
COUNCIL, THE UNITED STATES CONGRESS AND THE STATE OF ALASKA TO
REQUIRE STRONG STANDARDS FOR CONVERSATION AND COMMUNITY
_HEALTH BEFORE ANY NEW INDIVIDUAL QUOTA OR OTHER LIMITED.
ACCESS PROGRAMS ARE ADOPTED IN OUR FISHERIES R_ESOURCES .
ALASKA '

. WHEREAS The North Pacific Fisheries Assn. believes that strong consenatlon cmal:'
: should be integraied into dny new ratlonallzanon prooram and, o

2 WHERE AS: The North Pacmc Ftsheries Assn. belxc\«es that a mechanism must be
, mcorponted in a rationalization proararn so if the conservation goals are not met there i is
a means to change the program to mect the uoals and,

.-

W I—[ERE AS: The North PaClﬁC Fisheries Assa. belle»es that an independent rev 1e\\ ;
process needs 10 be 1ncorporated mto any new ranonalxzatwn prouram and

4. WHEREAS; The North Pacific F:shenes Assn. believes that any pm atxzatton program
should include rewards to fisherman who convert to gear types that have low b\.catc‘l
rates and minimal lmpa‘.t 10 the sez floor habitat and

WHEREAS: The ’\Iorth Pac:ltlcFlshenes Assil, behcw.es that any ranonallzanon plani RN
mclude measurabie reducnons in b»-catch and tuhenes waste and : :

LE W"I—IER.EAS The North Pacific Flshenes Assn. believes that good stewa.rdshtp of the’
public’s marine resources is a condition for contmued partxcnpatlon in [FQ programs or

 other. llmlted access programs and.

_ WI{ERE AS: The North Pacxhc Fisheries —\ssn behexes that any ratlonallzanon plan .
mclude viable enn'v-le\ el opportumnes to coa:,tai communm re51dcms be mcorporated

- and;

'_8 WH.ERE AS; The «North Pac1f ic Ftshenes Absn bellew: Ehat the allocanon of' nshcr\«
resources beto mdependent fisherman, including hired skippers operators, and '
: crewmembers based on l'ustonc pamc xpatlon and g



9. WHEREAS: The North Pacific therzea Assn. behe\ s that am new mtlonahzat:on
_ program should promote hca[th\ community fl:hlrl“ CCO]‘IOI’I’]ICS and mammn dwerse :
mdepend..nt hshmu Heets and :

t), W H'ER'"-\S The North Pacitic Fisheries Assn. recognizes the' Nattonal Rhsean.h
Counctls reaommeqdanons Lont.ermnu processor allocarions: ‘contained in the 19949 report
to Congress entitled = r ish: Towarda Nati licy 's” p. 203
Recommeudatmn. Nc- did- r*-e C‘;‘mm:f“"ee rrr-a & c::m-:zinng reasen 7o zs! ab" sh o

W r{ER:AS The \orth Pacific Flshenes Assn behe\ es that the ailocation-of tisherv .
~ resources to processors will threaten the competitive ba[ancu between independent
fishermen and processors and,

t2. WHEREAS The North Pacific Flsherles Assn. belle\ es that any pmanzanon
programs Lreated should not require an ewcemptlon Y faderal anti‘trust laws and.

|3.WHE RE_;—\S: The North Pacitic Fisherie‘s Assa. believes__.rhat any ratio’na]igazion plan
include eligibility. for coastal communities and. '

" 14, WHEREAS: The North Pacific Fisheries Assn. belizves any-rationalization plan
nﬂamnm a [‘ll"h level of parﬂcrp‘ttlon in Fshcrlcs by acm tlshcrman‘and-

13, WHEREAS: The. \.onh Pamhc Fisheries Jxxsn beh ves that any ranonahzavon plan
. include methamsm:; t0 promotc and maintain a high tevel of prote»smnahsm and.

16.- W I—LEREAS “The North Pacahc Fisheries Assa. 5upoorts a [r‘uncilrm.r met.hams'n 1]
ackq uately Support maragement and entorcement requlrements of these hshene<

NOW T[—[EREFORE BEIT RESOLVED that the \orth Pa.c1tlc Flshenes Association of
'I-‘omer Alaska strongly urges the North Pacific Fishery Management Council. State of
~ Alaska, and the United States Congress to.dev elop the above ¢lements into standards for .
'an\ rationalization plan to ensure that conservation and community stability are ; _
‘when establishing’ rew indiv ldual quota or other hrmtec. access programs for our r::.hen
;-ources in ﬁJasl\a . R - :

R

e e -

*_Signed This Day November 29. 2001

Donald R, Lane. presi
North Pacitic Fisheries -\55'1

i

Homer, Alaska .»" - | - R .



' ) : - A RESOLUTION, OF
\ : THE ALASKA LONGLINE FISHERMENS ASSN
f Vo URGING THE NORTH PACIFIC FISHERY MANAGEMENT COUNCIL, THE STATE OF
\ ALASKA AND THE UNITED STATES CONGRESS . :

TO REQUIRE STRONG STANDARDS FOR CONSERVATION AND COMMUNITY HEALTH
BEFORE ANY NEW INDIVIDUAL QUOTA PROGRAM OR OTHER LIMITEDACCESS
PROGRAMS ARE‘ADOPTED FOR OUR FISHERIES RESOURCES IN ALASKA.

WHEREAS; The Alaska Longhne Flshermen s ASaﬁ betleves that strong conservat on goals o
should be In*egrated mto any new rat:onal:zatlon program and, o -

WHEREAS The Alaska Longline Fishermen’s Assn. believes that a mechanism mustbe _
incorporated so if the consewatlon goals are not met there is & means to change the programto
‘meet the goals and _

WHEREAS; The Alaska Longlme Flshermen s Assn believes that an independent review N
process needs to be incorporated into any new rat:onallzatlon program and,

. WHEREAS; The Alaska Longllne Flshermen s Assi. belleves that any privatization program
should include opportunittes for fisherman to convert to gear t ;pes which have low by-catch
: rates and minimal !mpact to ihe sea flcor habitat and: -

WHEREAS The Ataska Longllne Flshermen $ Assn, believes that any rat:onaltzatlcn pfan
should include fneasurable reductions in by- -catch and Fshenes waste and:

{ N WHEREAS; The Alaska Longhne Flshermen s Assn believes that good stewardship of the
public’'s marine resdurces should be- a condition for. contmumg partlcrpatlon in iFQ's programs or
other limiting access programs and,

WHEREAS "The Alaska Longllne Ftshermen s Assn.’ belleves valid entry level oppor‘unltles for
future generatlons of mdependent fisherman must be mcluded in any ratlone[tzat[on program
and, :

WHEREAS The Alaska L.onghne Ftshermen S Assn believes that the alIocatlon of nshery
rescurces must incfude independent fisherman such as hired sklppers operators and '
crewmembers based on historic parhmpahon and :

WHEREAS The Aiaska Longline Fishermen’s Assn. beheves that any new ratlonatt ation -

- program must promote heaithy commumty fi shmg economac:s and maintzin diverse incependent

- fishing ﬂeets S o ' _ S . ,
WHEREAS The Alaska Longllne Ftshermen s Assn recogntzes the National Reseerch _
Councils recommendations concemning processor allocations contained in the 1999 reoort to '
congress entitled " Sharing The, Fish: Toward a National FPolicy On IFQs p 205 .
Recommendation: ...".Nor did the commtttee firnd a compelling reason to establish a separate
complementary processor quota system (the two-ple system) and '

WHEREAS The Alaska Longllne Flsherrnen s Assn. belleves that the altocatlon of fi '|snery
rescurces to, processors wild .hreaten the competztwe balance between mdependert usnermen ,

] (“‘\ = and processors and,



WHEREAS The Alaska Longhne Flshermen s Assn, bEIiEVES that any pnvatlzatlon programs
created should not create an exemptlon to federal ant:-trust laws and

WHEREAS; The Alaska Long]:ne Fnshermen s Assn believes that any ratlonallzataon p[an
include eligibility for coastal communltles and )

WHEREAS The Alaska Lorghne F:sherrnen s Assn. believes any- ratlonahzatton p[an mamtam a
: -_mgh level or partu:npatlon in .|shenes by actwe fi sherman and; :

WI-JEREAS The Alaska Longline Fishermen's Assn believes that any r.:t:onahzatlon plan
:nciude rnechanlsms to promote and malntaln a hlgh level of professionalism and,

WHEREAS The Araska Longline Flshermen 5 Assn. supports a funding mechanism to
'adequately support management and enforcement requrrements of these fisheries

NOW THERE FOR BE IT RESOLVED that the Alaska Longlrne Fishermen's Assn. strongly
urges the North Pacific Fishery Management Council, State of Alaska and the United States

-

Congress to developed the above elements into standards for any rationalization plan, to ensure -

that conservation and comraunity stability are met when estabhshlng any new individual quota
. CO-OPor other limited access programs in our fi sheries resources ln Alaska

Signed This Day Nove_mber 30,2001 .

; Steve Fish, Board Mernber

”



N A RESOLUTICN OF THE UNALASKA NATIVE FISHERMAN'S ASSH.
URSING THE NORTH PACIFIC FISHERY MANAGEMENT COUNCIL, THE STATE OF

ALASKA AND THE UNITED STATES CGNGRESS, TO REQUIRE STRONG STANDARDS FOR.

CONSERVATION AND COMMUN[TY HEALTH BEFORE ANY NEw -
: lNDIVIDUAL QUOTA- PROGRAM OR OTHER LIMITED ACCESS PROGRAMS AR:
: ADOUT"D IN OUR F:SHERIE; RESOUR(ES IN ALA'SKA .

WH EREAS The Una!aska Native F;sherman s Assn. belleves that strong '
' f-onsewat'on goals shauld be integrated into 2ny new rationalization program and

“WHEREAS; The Unalaska Native Fisherman’s Assn. believes that a mechanism
must be mcorporated so if the conservation goa!s are ot rnet thers isa means to -
change the program to meet the goals, and :

\WHEREAS; The Unalaska Na“twe Fisherman’s Assn belleves that an 1nde-pendent |
review process needs tobe .ncorporated into any new rattonalization progran; and

.WH EREAS; The Unalaska Natlve Flsherman s Assn. believes that any privatization
Erog ram should include rewards to fisherman who convert to gear types that have low
y-catch rates and mammal impact to the sea floor habitat; and

w-{EREAS The Unhalaska Native Fisherman's Assn. belleves that any rationalization
clan shou d include measurable re*‘uftions in by-catch and fisheries waste; and

wH EREA> The Unalaska Native Fisherman’s Assn. believes that good stewardship of
"~ the pucaic s marine resources 3 s sonditior for cantinglng participatien I 17C's
programs or other limiting access prograrns and ’ ;

WHEREAS; 'l'he Unalaska Native Fisherman’s Assn. believes valid enb'y -level
opportunities for future generations of tnde:eﬂden" fusherman be Inciuded inany -
_ rationaitzadon program; and. . _ _

VWHEREAS; The Unaiaska Native Fisherman sAssn be!teves that tbe aftecaticn of
. -Alaska flshery resources should Include indegendent fisharman Inciuding hlrﬂd sklppers
operatcrs and crewmembers based on historic par’lr.lpatlom and

WHE'{EAS Tha Unaiaska Natlve Fisherman $ AsSN.. belueves that any new '
rationalization program should promate heaithy conmunlty fishing economics and
- matntain diverse mdependent flshing flaets; and . .

WHEREAS; The Unalaska Native Fisher'nan § Agsn. refognlzes the Natlona! Rasearch_
Caurcils racommendations concerning precessor allocations contalned in the <96 ¢
report to congress antitied * Sharing The Fish: Toward 3 National Policy On fFGs P

- 1085 Racornmendation: ...” Nor did the committeafind 2 compemng resqnon o o _
Cestablish a separare complemenrary process..,r quo ta sysrem (the two-p!e svs..em) o

 and.

WHER.AS The Una'aska \datlve F!sherman sAssn beheves that the allcc=t|cn '-f - S
- fishéry rescurces to progassors will threaten the cempe?’tivc balar'ce betwem e
wdependcrlt ﬁshermen and prccessors, ad _

Y



WHEREAS; The Unalaska Native Fisherman’s Assn.-believes that any privatization ~ - s
programs creatad should not require an exemption to federal anti-trustlaws anc, = ¢

WHEREAS; The Uhalaska,Nativé. Fisherman’s Assn. telleves that any raticnalization
 plan include afigibility for coastal communities; and - - . .

_ wHEREAS; The Unalaska Native’-Fisherman-‘s' Assn, bellevas any ré:tohallzationfﬁlah _
- maintain'a high ievelfof particlpation in fisheries by active fisnerman; and ..~~~ -

WHEREAS; The Unalaska Native Fisherman’s Assn. belleves that any retlonaiizaticn -
plan include'mechanisms to promote and maintain 3 high level of professionalism; and ~ -

WHEREAS; The Unalaska Native Fisherman’s Assn. supports a funding mechanism ia.
adequately support management and enforcement requirements of these fisheries,

NOW THERE FOR BE IT RESQLVED, that The Unalaska Natlve Fisherman’s Assn.
" strongly urges the North Pacific Fishery management Council, State of Alaska and the
Unlited States Gongress to developed the above elements into standards for any.
rationalization pian, to ensura that conservation and community stability are meat
when establishing any new individual quota or sther llmited access programs in oLf
fisheries rasdurces in Alaska. o ST

1 N - . . '
' . : L - . .
. .

PASSED ANT ADOPTED by the Unalaska Native Fisherman’s Assn. this 27" day of
January, 2002 : < . LT

‘Unalaska Native Fisherman’s Assn.

" Bobby Storrs, Vice President

mil Berikoff, Presi




EE ' RESOLUTION 02-125

| A RESOLUTION OF THE VILLAGE COUNCIL OF CHIGNIK LAGOON ALASKA .
) SUPPORTING LOCAL INDEPENDENT FISHING FAMILIES AND COMMINUTES BY =
- OPPOSING THE ALLOCATION OF ALASKA FISHERY RESOURCES TO PROCESSORS * -
THE TWO PIE SYSTEM™ OR OTHER FISHERY RESOURCE ALLOCATION PROGRAMS
THAT CREATEA CLOSED CLASS OF PROCESSORS

- WHEREAS T_‘ne Chignik Lagoon Village Counci I_ belieﬁ'es that the allOcatipn'lofl ﬁsl‘nery- '
resdprces_ to processors_"rhe rwo pie svsiem” will threaten the social and economic balance
between independent ﬁsﬁennen‘and processors and, ‘ R ' ‘

W I—IER.EAS The Chlomk Lagoon VlIlaoe Council bel:ev es that any fiahen résources allocation’

‘_ prograr that requires exemptions to the anti trust laws is. bad for Independent ﬁshma family’s,
coastal community’s, seafood consumers. aud A |

. W HER.E.—\S The Chignik Laooon V1[laae Counc1l recocmzes the \ianonal Research Councﬂs

" recommendations concerning processor allocations contzined in the 1999 report 1o congress

- entitled * Saaring T }ze Fish: Toward a National Policy On IFQs * p 203 Recommendation: ..."
Nor did the commitiee ﬁnd a compelling reason to establish a separate, complementary |
processer quora svsrem ( the * two-pie” sy stem) " and, '

_WHER.E.-\S The Chignik Lagoon Village Councﬂ believes thac the allocation of Alaska fishery
're,:,ource: should include elmmlm for coastal comuminutes, muependent fisherman, hired
suppe-s operators and- cre'.n *1embers that lure ad}acent to the resource and,

WHEREAS The Chxcrmk Laaoon Village Counc1l oehe» es that strong consarvation 00&1:. with
measurable reducuons in bv catch and t1shenes waste be mteoral part of an» rauonaifzauon
program and.

 WHEREAS The Chignik Lageon Village Council supperts the inclusion of a independent review |

procass of new ratxonahzatmn program’s and a viable mechanism to adgus; the system if the

| mtent and or ooaIs of a 1mpl¢meqted pro gram are nol: beme ac'ueved and, . '

WHEREAS The Chwmk Laaoon v 1llaoe Counc11 béllé\ es that all Aiaska Loasml cormmnutes

| have the nwht to pamc1patc in the publxc process ccnc=-rr1ma aIl -\laska ﬁsner'v resourcas 1ssues, o

. \OW THERJ.. FOR BE I'l' RJ..SOLVED THAT Tae C‘u omk Laacon v tiiage Councn >tronalv
s urges the \lcr:h Pacmc F1she-\. \-Ianaaenent Councd State of -\laska and the United Mares :

Congress to supuort the consewanon pnncxples contained within :]:us resolution and support _

ﬁ local mdepcnaent fishing tar::m 's. and coastal cornrmnutes by OppOSIDU the allocaucn of -\laska_ -

' fishery resourc=s ) procnascrs' “ the wo. ple s‘.srvm or an‘» gther ﬂshe'» resourcus a.ilocanon :

Al

procrra'n that creates 3 closed la:s of processor

-
o T
. v
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.« = CfYOFHOMER . Mayor Cushing

o S HOMER. ALASKA . Yourkowski
Kranich
Ladd

RESOLUTIOT\' 02-06(S)

A R.ESOLLTIO\ OF THE CITY COUNCI. OF HOMIER.
ALASKA SUPPORTING LOCAL L\JDEPE\DE\IT FISHING -
FAMILIES AND COMMUNITIES BY OPPOSING THE-
" ALLOCATION OF ALASKA FISHERY RESOURCES TO
PROCESSORS “THE TWO PIE SYSTEM™ OR OTHER FISHERY
RESOURCE ALLOCATION PROGRAMS TH.-\T CREATE A
CLOSED CL -\SS OF PROCESSORS

WI{ER.E.—\.S Deelsu:ms made by State and Fedeml Elected- Officials and Resource
Management regarding thls_s issue will’ ha\e some of the largest effects on thls regions” economy for
-ma.m vears (o come; and ' : :

WHEREAS, Commcrcxal Flsh.mg has been a major basis of the Homer area economy. for r.he :
last 80 vears: and .

WHER_EAS This area’s comrnemal fishing economy has ::urvned major aetbacka including .
fish stock changes and the fire loss and closing of the area’s major processor, but the area has still -

managed to be the Nation's highest port in hahbut landings, the last three years, as well as a significant

- portt Lor other species; and

. WHEREAS, This vitality is attributed to the reaourceﬁlhleas and energy of area’s mdependent
- corrumercial fisherman and the City of Homer’s port structure that ennances these mdependent o
commema! ﬁshmc_:r entmes and . _
" WHERE AS, Am decisions made in r.hese mhenes TEsQuUIces thax allocates to prcc*ssors s
contrary to 80 successful years of an area and would have monumental effects on the ar\,a 5 eCOnOIMy:
and '

WHEREAS, This area’s commercial fishing aconomy is similar to many other cities and areas
ofﬁdaskaand-'__ S _ - :

WHEREAS, It is unperatne to tnake decisions that dOn t conm'bute to the current threat of
r=c\,531c‘n and

' WHER_EAb The Cu:v of Homer believes that the allucatu,n of f'lshen resources i proc..ssors' o
“the o pie svstem” will threaten the social and economic balanc., between mdependent Fishermen and
proc:°ssors and : :

_ WHEREAS, The City of Homer believes that any ﬂ:.hen resources ‘allocation progmm that -
 requires exemptions to the anti ust laws is bad for mdcpendent fishing families. coastal communmes,_‘ L

;.and :.eatood consumers, and

W‘E—IEREAS The City of Homer recognizes the 'Nauonal Research C oun.cﬂ s reyommendanons D
concerning processor allocations contained in the 1999 report 10 congress entitled, “Sharing the Fish: -

- Toward a National Policy On FQs”™, p 203 ‘Recommendation:.. Nor did the commines find a =
- comceilma reason to establish a separate complementan prcces::or quote s»stem H.he "two-ple
system): and - : s

o



Page Two
* Resolution 02-06(SY

City of Homer -

_ " WHEREAS. The Citv of Homer b'elie»es that the allocation of Masl(a fi .éhcn FESOUTCES shou!d
include eligibility for. coastal communities. independent ﬁsher'nc'l hlred skippers. Onerators and
crew Tembers that lme :ldjal‘:e'lt to the resource; and :

WHEREAS. The City of Homer believes that strong conservation goals and measurabie
reductions in by-catch and fisherie§ waste be an integral part of any rationalization prograrm; and

-t

WHEREAS, The City of Homer supports the inclusion of an 'iildeperident review process of

new rationalization programs-and a viable mechanism to adjust the system 11 the intent and/or goals of

an unpiementanon program are net being achieved and

WHEREAS. The City of Homer believes tha i ail Alaskan -..oastal communities have the naht 10
car‘umate in the public process concerning all Alaskan ﬁsherv resources issues. :

'NOW, THEREFORE, BE.IT RESOLVLED, that the Ciry Councll of Homer strongly. urges

~ the North Pacific Fishery Management Council, State.of Alaska and the United States Congress to

SUppQrt the conservation principles conwined within this Resciution and support local independent

fishing families and coastal communities by oppoma the allecation of Alaskan fishery resources to

processors “the nwo-pie system”™ or any other ﬁshen resources, aLocanon program that creates a closed
class of processor. -

PASSED AND ADOPTED by the Homer City Counéil tis 28th day of January. 2002.

CITY OF HOMER
. : .'. i l s ﬂ ) w }
Ao/ /
ATTEST: | oL JAEKCUSHING, _M.noa_
. : ) . _ : S ) A
. v : S - _ . |
/f'.»d/rff /'}/ AU ST e .
\,{nu CALHOU‘\ CMC.CITY CLERK.  ° 7 Cal o~ o
: . (3iCln 70~ keriplill

F_Esc:'.i.\Iotc:N.-\.' . S - DR U il e 77




UNGA TRIBAL SO T

LA ™ . - LN Pap— N
P.O. Box 508 S L
Sand Foint, Alaska 99661 - -

(507) 3835215 / 5553 Facsimile -
unga@aitc.org. ' '

RESOLTTIONTZ09

A RESOLUTION OF THE UNGA TRIBAL COUNCIL (NATIVE VILLAGE OF
UNGA) SUPPORTING LOCAL INDEPENDEDNT FISHING FAMILIES AND
COMMUNITIES BY OPPOSING THE ALLOCATION OF ALASKA FISHERY
RESOURCES TO PROCESSORS “THE TWO PIE SYSTEM” OR OTHER
' FISHERY RESOURCE ALLOCATION PROGRAMS THAT CREATE A
CLOSED CLASS OF PROCESSORS

-WHEREAS, the Unga Tribal Council believes that the allocntlon of fishery _
resources to processors “the two pie system” will threaten the social and economic
" balance between lmpendent fishermen and processors: and

WHEREAS, the U nga Tribal Council behet es that am fishery resotirces allocanon
program that requires exemptions to the anti trust laws is bad-for mdependent
fishing family’s’ coastal community’s seafood consumers; and,

WHEREAS, the Unga Tribal Council recognizes the National Research Counc:ls
-recommendations concerning processor allocations contained in the 1999 report to
congress entitled “Sharing The Fish: Toward u National Policy On IFQs” p. 203
Recommendatlon." Nor did the committee find a compelling reason to establish a
sepamte camp[emenmn processor quota system (the “dvo-pie” system)”; and,

WHERE -\S the Unga Tribal Council believes that the allocation of Alaska fi shery ,

resources should include eholblhrv for coastal commaunities, independent fishérman, .

- hired sklppers, operators, and crewmembers that live ad_;acent to the resource; and -

W HERE AS. the Unoa Tribal Council believes that strong conservation goals with
measurable reductions in by catch and fisheries waste be mtecral part of any
~ rationalization program: and, :

W HEREAS the Unga Tnb.ll Councll supports the inclusion of an mdependent _
review process of new rationalization program’s and a viabie mechamsm to adjust
the system if the mtent and or goals of an lmplemented prooram are not being
acl'neved and - B . .

Vr‘E[ERE -\S the Unga Tnbal Councﬂ betieves that aif Juaska coastal communities -
. have the right to partlcxpate in the publlc process concermnﬂ all Alaska fishery

' resources issues: .



NOW THEREFORE BE IT RESOLVED THAT the Unga Tribal Council strongly
urges the North Pacific Fishery Management Council, State of Alaska and the
U mted States Congress to support the conservation principles conltained within this
resolution and support local independent fishing family’s, and coastal communities
. by opposma the allocation of Alaska fishery resources to processors “the svo pie
system” or any other fishery resources allocation prooram that creates a closed class
of processor. :

_Passed this 5™ day of February 2[)'02'.

\A&MF\%;\:

Presnde
"ATTEST:
. . ‘*-.

Secretary . e



CITY of CHIGNIK

2.C. 2cx 110 Cignix, A< 38564
P {SC7} 7492290 Fax (SC7) 748-23CC

RESOLUTION 02-03

A RESOLCUTION SUPPORTING LOCAL INDEPENDENT FISHING FAMILIES
AND COMMUNITIZES BY OPEOSING THE ALLOCATION OF ALASKA
FISHERY RESOURCES TO PROCESSORS “THE TWO PIE SYSTEM™ OR
OTHER FISHERY RESOURCE ALLOCATION PROGRAMS THAT CRE. ATE A
CLOSED CLASS OF PROC ES:OR)

Whereas, The Cil\' of Chignik f:elieves thM 'he-alloc:.:'.cﬂ of fishany rasourees o
nrocessors “the rw2 piz system” will threater the secial 2a acanens.¢ bilance temtesn
indepencen: Ishermen and srocessars and,

Vhereas, We believe thet and 2ny fshery rzscurcas ailosations program that s2iuives
sxampticns @ the aad tust faw 13 :

sonun=nity’s seafood sonsumars ant.

Wher=as, We recogriz2 the Natienal Reszarsk Counchis

rezommendalions corcenung pros@ssor Al z‘.:cr.s 200 m‘.ec in e 1595 St el
congress extitled “Sharing The Fish: Towsrd & Natisnz. Policy Ca IFQs” p 175
_Recommendations:...” Nor did the commizze frd-2 compeiing reaiin @ esia s 2
3eparafe, COMDIENISNIETy PIOCASIOr Ju0ia SYEems ! .l*e tvs ple v Sysiam) and,

Whereas, We believe that ke ailo*"tw.; gl Al ask:. f' shery resourses steuld includs
elizibilitv for coasial cormminutes. indzpencert fishermarn, nired sk FP2TS, QpETRUOTS. 2N i
crew members thae live ::*'-ja.:e_nr t0 1he rasowste snd. -

Whereas, We believe  that strong vomservaton gosls with o ."‘Su;‘ib’:-. wzductions it Tu-
catch and Ssheriss wzsi2 be integral pars of any rarionalization rcgram .

' Whereas, We suppert the inclusion. of 2 independent “svigw srocess of . n
raticnalization program’s and a viab.2 mechanism to =c;l..5: Tme system iTthe intent ang o
- goals of implemented srogram ara act Heing :cl::cvec and.

Whereas. We believe rhat all Alaska coas al ,onr.‘.z::u::s mave b. right =3 pa:-t-:u..-: 2 in
“he su-iic process conszmiing il Alaska {istery resonmes isives,
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strengly Ur2es the Noma :’wru. ¥ishery Marzgement Coundil. Siatz of Alaska and the

Crotad Srates Congress o

support the sonservation princizles sont2inad within thiz
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Items for Consideration BSAI Crab Rationalization
Meeting of April 12, 2002
North Pacific Fisheries Management Council
by
Patrick Carlson, Manager
Kodiak Island Borough

Dear Chairman and Council Members:

Please consider the following proposals in your deliberations regarding the Bering
Sea Crab Rationalization proposal. I would preface the following by clearly stating the
Kodiak Island Borough Mayor and Assembly take no position for or against
rationalization, as clarified by our previously submitted resolution, but present these
items in the event a rationalization plan is approved. Our intent is to support our fishing
based economy with a goal of common prosperity and a healthy community.

Coming from Kodiak, which is homeport to the biggest portion of the Alaskan
Bering Sea crab fleet, and the 2™ largest processing sector in the state, we support other
Alaskan communities who are just beginning to find their place in the fishing industry
and are struggling to provide needed improvements.

However, we are faced with tremendous challenges locally. Our historic
$125,000 salmon permits are going begging at $15,000, and nearly half our Salmon Seine
fleet didn’t fish last year. We are down to 1 salmon cannery from 4 just a few years ago
and have lost 1 multi-specie processors in the last year and another is in the process of
shutting down.

Stellar Sea Lion closures have moved the bottom fish fleet into dangerous and
unproductive waters that is now threatened with restrictions from Essential Fish Habitat
proposals. Both the fleet and processing facilities are aging and struggling just to be
maintained, let alone upgraded. Layoffs are increasing and economic productivity is
down sharply, so it is imperative that we hang on to as much of our market share as we
can to support the over 1 billion dollars invested in our community.

We recognize that Bering Sea Crab is an overcapitalized fishery and the pain of
decapitalization will take place with or without further actions. Hopefully through your
good counsel and guidance, we can look forward to a softer landing than the total
collapse of crab that Kodiak suffered through in the early 80’s.

In light of these comments, please consider the following:

Section 2.3 Option 2. Initial allocation of processing quota shares

Should you utilize the 2-pie option we wish to emphasize the need to ensure
recency in the form of calendar year 2000 for the processor sector, as to do otherwise
would unfairly penalize Kodiak. A review of the history of landings for Kodiak will
demonstrate that the proposed time frames for processor quota are the absolute worst for



Kodiak and in the interest of faimess, our long history with crab and the Federal Rule for
recency and history, we would request you approval of the best 4 years from 1996-2000.

Section 3.2 Regional categorization

In order to be consistent, we would request the most recent years in Options 1 & 2
be changed from 1399 to 2000. We believe the sub option 3 of no designation to a region
when the percentage is 0-8% should clarify that this is based on all species and we
believe a low threshold on the order of 3% is necessary due to distortions from other
factors.

Section 3.4 Option 1. Alternative Regionalization/Community Protection

We strongly support Community Protection mechanisms as a key component of
the plan and would like to further clanfy the definition of “eligible communities” to
read:

“Eligible communities” shall be defined as any community that is a fishery based
economy where 10% or more of the work force 1s directly employed in the harvesting
and processing sector and the average of the ex-vessel crab landings during 1996-2000
exceeded 3% of the total ex-vessel landings.

In order to minimize conflicts and to address the concerns over the negotiations
for processor quota leaving a community presented in the Council Review Draft of
1/22/2002, we would also propose for consideration that in the event of impasse, the
parties will submit to binding arbitration in the same form and process as provided for in
the program for harvesters under Section 2.8.3. This option should be incorporated into
the tasks for the working group proposed by the AP.

Section 3.4 Option 2. Alternative Regionalization/Community Protection

We are opposed to Section 3.4 Option 2 for a variety of reasons, especially the
ability to move within a region without a cooperative exit plan with the community. This
proposal fails to adequately protect the huge investment communities have in providing
infrastructure and support for processors.
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