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NOTE to persons providing oral or written testimony to the Council: Section 307(1)(I) of the Magnuson-Stevens Fishery
Conservation and Management Act prohibits any person * to knowingly and willfully submit to a Council, the Secretary, or the
Governor of a State false information (including, but not limited to, false information regarding the capacity and extent to which a
United State fish processor, on an annual basis, will process a portion of the optimum yield of a fishery that will be harvested by
fishing vessels of the United States) regarding any matter that the Council, Secretary, or Governor is considering in the course of
carrying out this Act.
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AGENDA C-2(e)

DECEMBER 2007
MEMORANDUM
TO: Council, SSC and AP Members
FROM: ghris ?livg'@/\t“ﬁ/ ESTIMATED TIME
xecutive Director 10 HOURS
DATE: November 26, 2007 (all €-2 items)

SUBJECT: BSAI Crab Issues

ACTION REQUIRED

Review workplan for the BSAI Crab Rationalization Program 3-year review, and draft purpose and need
(problem) statement for possible program changes, and take action as necessary.

BACKGROUND

In development of the Being Sea and Aleutian Islands crab fishery management program, the Council
scheduled a preliminary review of the program three years after its implementation. Since fishing under the
program began in August of 2005, staff is planning for the delivery of the requested review to the Council in
October of 2008. At its October 2007 meeting, the Council also identified preliminary alternatives, and
initiated an analysis to revise the program. At that time, the Council adopted a draft purpose and need
statement stating its intention to revisit that purpose and need statement at this meeting. This paper lays out a
brief outline of the proposed review of the program and provides a discussion that could be used by the
Council to refine the purpose and need statement.

Crab 3-year review outline
The Council’s motion establishing the program included the following provision for a review of the program
after 3 years of fishing:

RAM Division in conjunction with State of Alaska will produce annual reports regarding data being
gathered with a preliminary review of the program at 3 years.

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



Since the contents of this review are not defined by the Council motion, staff proposes the following outline:

Description of management
Review of State/Federal joint management

Pre-rationalization limited access management
Description of rationalization program

Harvest share holdings
Initial allocations by sector (CVO, CPO, CVC, CPC) and region
Transfers — number of transactions and numbers of shares transferred by sector, share type
(QS/IFQ) and region
Current holdings — concentration by sector, share type, and region/use caps
Active participation by share holders (by share type) — to the extent practicable
Harvest sector — pre/post-rationalization comparisons and analysis by fishery and comprehensive
Vessel participation
Summary of leasing and cooperative fishing
Vessel operations
Number of trips/deliveries/average trip/use caps
Cost comparison using EDR data — consider variable costs to the extent practicable
Captains and crew
Number of captains and crew and compensation of captains and crew
Participation in other fisheries (vessels currently active in crab/vessels not active in crab)
Integration with crab activity
Review of sideboards

Processor share holdings
Initial allocations by region

Transfers — number of transactions and numbers of shares transferred by sector, share
type (QS/IPQ) and region
Current holdings — concentration by region/use caps
Processing sector — pre/post-rationalization comparisons and analysis by fishery and comprehensive
Plant participation
Summary of custom processing (interaction with use caps)
Vessel operations
Number of trips/deliveries/average trip
Cost comparison using EDR data — consider variable costs to the extent practicable
Labor — overview of plant labor using EDR data
Participation in other fisheries — integration with crab activity

Markets and prices — pre/post-rationalization comparison

Review of crab markets and prices — retail/first wholesale (if possible consider CPs separately)
New market development/changes in existing markets

Review ex vessel prices

Review of arbitration program
Discussion of standard and its application (include data issues)
Discussion of procedure

Share matching process

Terms of deliveries — timing, etc.

Entry
Harvest sector entry (share holders/vessels)
Processing sector entry (share holders/plants — entry with A share landings/B share landings)



Safety
Equipment, working conditions, emergency response time

Biological Issues
Biological management issues
spatial and temporal dispersion
incidental catch rates/soak times and gear sorting
handling mortality/deadloss
high grading

Community Issues — pre/post-rationalization comparison
General profiles of communities with focus on crab dependence
Distribution of activities among communities
Geographic distribution of share holders
Harvesters (by share type — CVO/CPO/CVC/CPC)
Distribution of processing shares by community of plant(s)
Activities of home ported vessels (active in crab/inactive in crab)
Distribution of landings among communities
Review of processors and processor activities (including processing labor effects)
Landings by share type - CVO A share/CVO B share/CVC - include discussion of
effectiveness of “cooling off” and “right of first refusal provisions”
Harvesting crew affects/job loss
Community revenues
Community support businesses

Management — pre/post rationalization comparison
Costs {e.g., additional management burdens)
Benefits (e.g., more precise harvest of TAC)

Other issues — CDQ share holdings — portion of program shares held by CDQ groups
CDQ allocation use — is it integrated with use of shares from the program
Effects of the buyback

Draft Purpose and Need Statement
At its October 2007 meeting, the Council directed staff to prepare an analysis for review at the October 2008

meeting examining the effects of a change in the A share/B share split. That analysis is expected to examine
several share splits, including the current 90/10 split, phased in revisions of the split, a standard IFQ alternative
that would allocate shares to vessel owners, processors, and captains and crew, and a system under which the
split would change with TAC changes.

As a part of that motion, the Council revised the direction to the Crab Advisory Committee, to focus its work
on programmatic issues and effects of policy decisions related to the BSAI crab rationalization program.
Committee membership was also revised to include four community members and two crew representatives, to
ensure that the interests of those groups are represented in the committee’s work. The committee is also
intended to address concerns that may arise from any adjustments to the A share/B share split, including 1) the
potential need for harvesters to compensate processors for lost economic opportunity from the resulting change
in market power, 2) potential changes in landing distribution, 3) the remaining need and necessary changes to
the binding arbitration program, 4) the use and effectiveness of regional landing requirements to protect
communities, and 5) effects on crew. The Crab Advisory Committee is scheduled to provide a report to the
Council at the February 2008 meeting indicating its progress.



To facilitate the work of the committee and to better focus the requested analysis, the Council indicated its
intent to revisit its draft purpose and need statement. This revision is intended to ensure the purpose and need
statement clearly identify the Council’s concerns and intent for considering this action. At the October 2007
meeting, the Council adopted the following draft purpose and need statement:

Share allocations to harvesters and processors under the BSAI crab rationalization program were
intended to increase efficiencies and provide economic stability in both the harvesting and processing
sectors. Recognizing that processor quota shares reduce market competition for deliveries subject to
share match requirements, the Council adopted B share IFQ to provide some degree of competition,
encourage processors to pursue market opportunities for their products, and possibly facilitate
processor entry. The Council included a system for binding arbitration in the program to resolve
price disputes for deliveries subject to share match requirements.

The Council has heard many concerns about the BSAI crab rationalization program suggesting the
proportion of B shares is not adequate to meet the Council's intended purpose for those shares and,
thus, towards furthering the goals of the program. Information to date has not shown that the 90/10
split has promoted 1) competitive negotiated deliveries, or 2) unserved and underserved markets, or
3) processor entry; there is no indication that the current A share/B share split is sufficient to promote
all three.

The Council also requested staff to summarize issues raised during discussion and in public testimony.
Through public testimony, several issues have been identified that may be of concern to the Council in revising
the purpose and need statement. The following is a list of items that have been raised in public testimony and
Council and Advisory Panel deliberations that could be considered relative to in the purpose and need
statement, at the Council’s discretion:

- The B share allocation is inadequate to support entry to the processing sector
- The B share allocation is inadequate to support competition for landings
- The B share allocation is inadequate to support development of new markets and products
- (all of the above could be conditioned on current TAC levels)
. The B share allocation is inadequate to support development of crab processing in certain communities
. The B share allocation is inadequate to support historic levels of processing in certain communities
- The system of binding arbitration is unable to produce a fair price for landings because:
- The arbitration system is unable to distinguish prices by location of landing
- The arbitration system is unable to distinguish prices by terms of delivery
- The arbitration system is unable to create incentives for processors active in low value markets to
improve production and market performance
- Available data are not adequate to establish historic division of first wholesale revenues
- The system of binding arbitration discourages the development of new products and markets
- The system of binding arbitration is too costly and complex
- The share matching system necessary to facilitate coordination of A shares and IPQ is too complex and
costly
- Processor consolidation has prevented the development of new products and markets
- Processor consolidation has threatened community sustainability
- Fleet consolidation has resulted loss of captain and crew positions
- Fleet consolidation has resulted in lower quality and lower paying jobs for captain and crew
- TFleet consolidation has resulted in extended processing seasons preventing processors from realizing
production efficiencies
- Fleet consolidation has harmed community-based support industries
- Fleet consolidation has harmed community-based harvesting crews
- Current allocations of harvester and processor shares do not adequately reflect historic participation and
investment in the fisheries by harvesters, processors, captains, and crew
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- The absence of a harvest share allocation to crew is unfair and inequitable

- The 3 percent harvest share allocation to captains is inadequate, unfair, and inequitable

- Gifting of long term (or permanent) allocations of harvesting and processing shares unjustly enriches
recipients of those shares and deprives the public of the benefits of the resource

- Regional landing requirements and community provisions are inadequate to protect processing activity in
certain communities

- Regional landing requirements limit the ability of participants to address contingencies that arise in the
fisheries

Further refinement of the purpose and need statement will allow the committee the opportunity to produce
more relevant work and will facilitate a more focused analysis of alternatives.
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Alaska State Legislature

Representative Gabrielle LeDoux
House District 36

November 28, 2007

North Pacific Fishery Management Council
605 West 4™

Suite 306

Anchorage, Alaska 99501-2252

Dear Council Members,

I have heard from a number of my constituents about the unfairness of current Bering Sea
crab allocations. They have offered several options to you for reallocation, including
allocating shares to crewmen who worked on crab boats before rationalization. As you
are no doubt aware, crab rationalization has led to a severe consolidation of the crab fleet,
meaning fewer boats and fewer jobs.

Please give full consideration to these proposals.
Sincerely,

Uk {fr,

Representative Gabrielle LeDoux

Session, Juneau: State Capitol = Juneau, AK 99801-1121 ¢ Phone: (307) 465-2487 ¢ Fax: (907) 465-4956
Interim, Kodiak: 112 Mill Bay Road * Kodiak, AK 99615 » Phone: (907) 4R6-8872 * Pax: (507) 486-5264
e-mail: represmtaﬁve_gabﬁelle_ledoux@legis.statc.ak.us » Toll Free: 1-800-865-2487
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Juneau, AK 99801-1182 8 Kodiak, AK 99615

(907) 465-4925 (907) 486-4925

Fax (907) 465-3517 ‘ Fan (907) 486-5264

Senator Gary Stevens
Majority Leader

November 27, 2007 : f‘\:‘ -
North Pacific Fishery Management Council
605 West 4th

Suite 306

Anchorage, AK 99501-2252
Dear Council Members,

As the Alaska State Senator for District R, T represent the legislative interests of numerous
coastal communities that have been impacted by the Bering Sea Crab Rationalization program.
Since rationalization went into effect, several of my constituents have expressed to me their
concerns regarding the program’s unfairness to deckhands and hired skippers who worked on
boats prior to its implementation, and the loss of jobs resulting from the consolidation of the crab
fleet. '

It is my understanding some of my constituents have asked you to revisit rationalization, and to
consider new proposals to address issues surrounding deckhands and hired skippers in your
upcoming meetings. I encourage you to address these concems and consider these proposals. I
also support a thorough review and analysis of the crab fishing program and its far-reaching
impacts on fisheries employment and economies, With so much at stake for the fumre of our
fisheries and coastal communities, I believe it is critical that the NPEMC develop policies that
are beneficial to all fishing interests. T hope you will be part of that process.

Thank you for your consideration of this leter.

Sincerely,
C?__F——
/

Senator Gary Stevens

cc: Denby Lloyd, Commissioner, Alaska Department of Fish and Game
Cora Crome, Fisheries Policy Advisor, State of Alaska






