AGENDA C-5

APRIL 2010
MEMORANDUM
TO: Council, SSC and AP Members
FROM: Chris Qliver_ \ ESTIMATED TIME
Executive Director 12 HOURS

DATE: June 2, 2010

SUBJECT: Central Gulf of Alaska Rockfish Program

ACTION REQUIRED
(a) Final action on CGOA Rockfish Catch Share Program

BACKGROUND

At this meeting the Council is scheduled to take final action on the Central Gulf of Alaska rockfish
program. In April 2010, the Council conducted an initial review of the Central Gulf of Alaska rockfish
program analysis and direct staff to address certain additional issues and release the document for public
review. The public review draft was mailed on May 7, 2010. An executive summary of that analysis is
attached as Item C-5(a). The Council also took the opportunity to signal its intent to include certain
elements in (and exclude others from) its preferred alternative for the Central Gulf rockfish program.
Many of these choices are not reflected in changes in the analysis, as the Council chose not to establish
its preferred alternative at the April meeting, but only to provide notice concerning elements that it may
(or may not) include in the preferred alternative. Attached as Item C-5(b) are the elements and options
under consideration, reflecting Council actions at the April meeting. Finally, two environmental
assessment tables (3-15 and 3-19) were updated to included 2008 and 2009 catch after the document was
mailed and a new environmental assessment table was prepared showing discarded and retained
incidental catch of unallocated species in the CGOA target rockfish fishery. The updated tables and the
new table are provided as Item C-5(¢).



AGENDA C-5(a)
JUNE 2010

Executive Summary

In 2003, the U.S. Congress directed the Secretary of Commerce to establish, in consultation with the
North Pacific Fishery Management Council (the Council), a pilot program (the rockfish pilot program) for
management of the Pacific Ocean perch, northern rockfish, and pelagic shelf rockfish' fisheries (the target
rockfish fisheries) in the Central Gulf of Alaska. Following this directive, in 2005, the Council adopted a
share-based management program under which the total allowable catch is apportioned as exclusive
shares to cooperatives based on the catch history of the members of those cooperatives. Although
originally subject to a sunset after 2 years, the 2007 reauthorization of the Magnuson-Stevens Fishery
Conservation and Management Act (the MSA) extended the term of the program to 5 years. Under this
extension, the program is scheduled to sunset after the 2011 season. In the absence of Council action,
management of the fisheries would revert to the License Limitation Program (the LLP). This action
considers alternatives to allowing the fishery to return to LLP management, in order to maintain the
benefits derived under the rockfish pilot program.

Problem Statement

The intent of this action is to retain the conservation, management, safety, and economic gains
created by the Rockfish Pilot Program to the extent practicable, while also considering the goals
and limitations of the Magnuson-Stevens Fisheries Conservation and Management Act Limited
Access Privilege Program (LAPP) provisions.

The existing CGOA Rockfish Pilot Program (RPP) will sunset after 2011. Consequently, if the
management, economic, safety and conservation gains enjoyed under the RPP are to be
continued, the Council must act to create a long term CGOA rockfish LAPP. For both the
onshore and offshore sectors, the RPP has improved safety at sea, controlled capacity of the
Sleets, improved NMFS’ ability to conserve and manage the species in the program, increased
vessel accountability, reduced sea floor contact, allowed full retention of allocated species and
reduced halibut bycatch. In addition, the rockfish fishery dependent community in the CGOA and
the shorebased processing sector have benefited from stabilization of the work force, more
shoreside deliveries of rockfish, additional non-rockfish deliveries with the RPP halibut savings,
and increased rockfish quality and diversity of rockfish products. Moreover, the CGOA
fishermen, and the shorebased processing sector have benefited from the removal of processing
conflicts with GOA salmon product. The Council needs to resolve identified issues in the
management and viability of the entry level fishery.

The portion of the catcher processor sector currently participating in the rockfish cooperatives
has also benefitted from the RPP. These benefits include greater spatial and temporal flexibility
in prosecuting the fishery, which result in lower bycatch, a more rational distribution of effort
and more stable markets. Certain provisions of the current RPP act as disincentives to some CP
operators from joining the cooperative sector and achieving these benefits. These disincentives
should be eliminated to the extent practicable in the new RPP.

! Pelagic shelf rockfish comprises light dusky rockfish, yellowtail rockfish, and widow rockfish.



Alternatives

To address its problem statement, the Council has adopted for analysis alternatives for three different
sectors (i.e., entry level, catcher vessels, and catcher processors). These program alternatives are generally
derived from a common set of elements and options with sector specific elements and options that reflect
operational differences. The specific elements and options that define the alternatives follow the
description of the alternatives (including the no action alternative) below.

For the entry level sector, three alternatives have been defined. The first is the no action alternative,
under which management would revert to the LLP and any holder of an LLP license (or person exempt
from LLP license requirements) could enter a vessel in the rockfish fishery. The second alternative is the
current entry level management structure under the pilot program. Under this alternative, catcher vessel
license holders that do not qualify for participation in catcher vessel program can participate in a derby
fishery for 5 percent of the target rockfish TAC. This entry level TAC is divided equally with half
available to trawl gear participants and half available to fixed gear participants. The third entry level
alternative would provide for only fixed gear entry level fishery.

Three alternatives are defined for the catcher processor sector. The first is the no action alternative,
under which the fishery would revert to LLP management. The second alternative would create a
cooperative program, which allocates to the trawl catcher processor sector target rockfish and secondary
species (historically harvested in conjunction with target rockfish) and halibut prohibited species catch
(PSC) based on the harvest history of sector members. Eligible sector participants could then access
exclusive allocations, through cooperative membership. The third alternative is the existing pilot program
structure, which is similar to the cooperative alternative, but also allows eligible catcher processors to
enter a limited access fishery, instead of joining a cooperative.

Four alternatives are defined for the catcher vessel sector. The first is the no action alternative, under
which the fishery would revert to LLP management. The second alternative would establish a cooperative
program for catcher vessel sector under which eligible catcher vessels could participate in the fishery only
by joining a cooperative, which would receive an allocation of target rockfish, secondary species, and
halibut PSC based on historic catches. The third alternative would divide harvest share allocations of
target rockfish, secondary species, and halibut PSC between historic catcher vessel participants and
historic processing participants, with allocations within each sector based relative historic participation
within that sector. Under the final alternative, a harvester must join a cooperative in association with a
processor. The harvester has full discretion in choosing a cooperative both initially and annually
thereafter and my change cooperatives (and accompanying processor associations) without penalty or
forfeiture of harvest quota.

Analysis of the Alternatives
No action alternative

Under the no action alternative, the CGOA rockfish fishery would revert to LLP management. Reverting
back to LLP management is likely to result in fishing practices and patterns similar to those seen prior to
the pilot program. In that fishery, trawl vessels raced for catch of rockfish when the trawl season opened
in July. Typically, Pacific ocean perch was caught first, followed by northern rockfish and pelagic shelf
rockfish.

The quality of fish harvest would likely suffer from a return to the race for fish. In addition, catcher
processors must also process the rockfish rapidly to maintain quality and accommodate additional catch.
A modest increase in participation might be expected, if the fishery reverts to LLP management.



Processing participation and practices are likely to be similar to those seen under LLP management prior
to implementation of the rockfish pilot program. Catcher processors in the rockfish fisheries prior to the
rockfish pilot program produced mostly whole and ‘headed and gutted’ products. These vessels would
likely process catch in a similar manner under the no action altemative. Production efficiency for the
catcher processors sector would likely be limited slightly by the race for fish under an LLP managed
fishery. Although catcher processors process their catch quickly relative to catcher vessels, the quality of
harvests could suffer to some extent as participants race to maximize their catch rates. Diminished quality
would dissipate a portion of the resource rents that would otherwise be available.

Production efficiency of catcher vessels under the no action alternative would also be limited by the short,
race for fish that will likely result. Increasing catch in each tow and filling holds can damage rockfish,
owing to their being difficult to handle. The no action alternative would also likely extend trip lengths, to
increase catch per trip which can result in a decline in the quality of rockfish and other species caught in
the rockfish fishery. Returns to catcher vessels under this alternative would likely be limited, both by the
quality of their landings and the compressed time period in which those landings must be made. Most
processors would likely process deliveries quickly to keep pace with the landings. These conditions could
dampen competition for landings among the participating processors to some extent. Quality would likely
suffer because of the rapid rate of harvest and processing, which would likely lead to the production of
relatively lower value and lower quality products (including headed and gutted fish and surimi).
Efficiency in the processing sector would suffer, as lower value products of lesser quality are likely to be
produced in greater quantities. Efficiency would also be lost, as crews scale up for a short period of time
to accommodate the rapid pace of landings during the compressed season.

Consumers are likely to be supplied with products from the rockfish fishery similar to those supplied
prior to the pilot program. Catcher processors are likely to product high quality frozen headed and gutted
and whole fish. Production from catcher vessel catch is likely to suffer from poor handling.

Crew participation and compensation would likely remain similar to current crew participation and
compensation (as little change has occurred under the pilot program). Most crewmembers work in several
different fisheries (including the rockfish fishery) on the same vessel, while others move to other vessels
for particular fisheries. Crew members’ compensation would likely continue to be a share of the vessel’s
revenues (after certain adjustments for operating expenses).

For shore based processing crew, the no action alteative would result in similar processing practices
seen before implementation of the pilot program. During that period, most of the processing took place in
Kodiak and was undertaken by resident crews. Crews were employed processing rockfish for a relatively
short period of time. When rockfish was processed, relatively large crews were necessary to maintain a
flow of fish through the plants. Because the fishery coincided with the pink salmon fishery, some plants
employed substantially larger crews that were juggled between lines to process landings from both
fisheries.

Catcher Processor Sector - Cooperative Only — CP-2

Under this alternative, eligible catcher processors could either join a cooperative or not participate in the
Central Gulf rockfish fisheries. Within each cooperative, it is anticipated that each member would receive
revenues based on the allocation that the person brings to the cooperative, with participants that fish
shares of others receiving compensation for their fishing expenses. Persons eligible for the program that
receive relatively small allocations could either choose to join a cooperative to allow other members of
the cooperative to fish their allocations or choose to opt-out of the program for the year, forgoing the
opportunity to fish CGOA rockfish. Other members of the sector could decide to consolidate their
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rockfish allocations to realize efficiencies in the rockfish fisheries and other fisheries. Whether some or
all of these vessels would choose to remain out of a cooperative cannot be predicted, and depends on their
opportunities in other fisheries.

Allocations of secondary species should not constrain harvests of target rockfish, unless the rates of
incidental catch of secondary species in the rockfish fishery change substantially. Cooperatives should
prove useful for addressing any constraints arising from the secondary species allocations, given that
cooperatives would allow for the redistribution of secondary species allocations among cooperative
members. One factor some sector participants have sighted as creating an incentive for not joining
cooperatives under the existing pilot program is the shortraker rockfish allocation. Included in the
proposed action is an option to increase the allocation of shortraker to cooperatives from 30.03 percent to
50 percent or to manage shortraker and rougheye rockfish under a combined MRA of 2 percent for
catcher processors fishing in a cooperative. It is possible that one of these suggested changes could
eliminate any perceived constrain these species allocations have on the harvest of the primary species.

Processing by catcher processors under this alternative is likely to remain similar to the current (pilot
program) processing by this sector. Most vessels in the sector are equipped for producing a few simple
products (frozen whole and headed and gutted fish). Because of size limitations, it is unlikely that any of
these vessels will change plant configurations to process higher-valued, more processed products.
Although catcher processors product mix may not change under this alternative when compared to the no
action alternative, it is possible that some improvement in quality may be made by some participants.
Generally, catcher processors produce a relatively high quality product, so the ability to make quality
improvements may be limited. Any improvements in consumer benefits arising from improved quality are
likely to be realized by Asian consumers, as most of the production from this sector is sold into that
market.

The primary production efficiency gains in the catcher processor sector under this alternative are like to
result from participants being able to slow the pace of fishing and processing. In the slower fishery,
participants may be able to reduce expenditures on inputs to some degree (possible scaling down crews
slightly) and increasing outputs slightly (with less loss due to diminished quality). Additional production
efficiencies could arise because of the cooperative structure of the alternative. In a cooperative,
participants will be free to consolidate fishing up to the 60 percent harvest cap. Consolidating catch on
fewer vessels in the fishery could also reduce aggregate harvest costs.

Specific sideboard provisions include a limit on West Yakutat pelagic shelf rockfish, Pacific ocean perch,
as well as Western GOA pelagic shelf rockfish, Pacific ocean perch, and northern rockfish. There would
also be a limit on halibut PSC, to constrain harvest from fisheries that are typically halibut constrained.

Complicating the rockfish program sideboards for the catcher processor sector are Amendment 80
sideboards. Implemented in 2008, the Amendment 80 program includes sideboards for pollock, Pacific
cod, Pacific ocean perch, northern rockfish, pelagic shelf rockfish, and halibut PSC for the same catcher
processor fleet that would likely be limited by sideboards in the new rockfish program. Amendment 80
GOA sideboards appear less restrictive relative to the proposed rockfish program sideboards, but rockfish
program sideboards would apply only for the month of July, while the Amendment 80 sideboards apply
all year. Given that both rockfish program sideboards and Amendment 80 sideboards are based on
historical retained catch by the sector, it is likely that both sideboards are constraining of fishing effort in
a similar fashion. Given that rockfish program and Amendment 80 sideboard limits would likely curtail
the same catcher processor fleet from encroaching on other fisheries, it is likely that having both sets of
sideboards would only duplicate management costs and increase the complexity of the sideboard
fisheries, albeit at relatively insignificant levels, with no added benefit.



Catcher Processor Sector - Cooperative or Limited Access — CP-3

This alternative differs from the cooperative only alternative only in that eligible catcher processors may
choose to participate in a limited access fishery (instead of a cooperative). The catcher processor limited
access fishery will be managed in a manner similar to the pilot program limited access fishery. Under the
pilot program, several vessels have registered for the limited access fishery, with only a few vessels
participating. As a result, no race for fish has developed. Instead participants have coordinated catch
allowing each to harvest an agreed share. Since most of the limited access vessels are members of a
common cooperative in the Bering Sea, it is possible that some vessels registered for the limited access
that do no participate have chosen to register for the limited access to benefit their Bering Sea cooperative
associates (rather than see their allocations redistributed among the rockfish cooperatives). As a result of
these arrangements, the limited access fishery has functioned more like a cooperative than a limited
access fishery. Limited access registered vessels, however, cannot begin harvests prior to the early July
opening and, under sideboards, cannot fish in other fisheries in early July, until a large portion of the
rockfish harvests are made. These limitations are intended to prevent encroachment of vessels in those
other fisheries.

Processing by catcher processors under this alternative is likely to be the same as under the previous
alternative where catcher processors will continue to produce a relatively high quality product, so the
ability to make quality improvements may be limited. Catcher processors would be likely to realize
similar gains in production efficiency as the cooperative-only alternative, with differences arising from
the ability to participate in the limited access fishery. Catcher processors may receive a benefit under this
alternative, if the MRA management in the limited access fishery removes a harvest constraint that would
have affected vessels fishing in a cooperative. To date in the pilot program, no constraint appears to have
arisen. Alternatively, periodic losses in efficiency could result under this alternative, if a race for fish
develops in the limited access fishery.

Sideboards proposed under this alternative are the same as those under the preceding, except that catcher
processors that elect to fish in the limited access fishery that have in excess of 5 percent of the sector’s
qualified catch of Central GOA Pacific ocean perch could be subject to additional limits from July 1, until
90 percent of the Central GOA Pacific ocean perch that is allocated to the catcher processor limited
access fishery has been harvested. Qualified participants that choose to opt-out of the rockfish program
would be prevented from participating in any directed fishery that the license holder did not participate in
during the first week of July in at least two of seven qualifying periods.

Catcher Vessel Sector - Harvester Only Cooperative — CV-2

Under this alternative, eligible harvesters would receive exclusive allocations that can be accessed
through cooperatives. These cooperatives will have the flexibility to make deliveries to any processor,
which should ensure that harvester delivery preferences are recognized. It is possible that a harvester
might make concessions to a processor in choosing delivery dates, but these concessions are likely to be
compensated. Cooperatives will have the flexibility of delivering to multiple processors, allowing the
opportunity to choose fishing timing. Despite this flexibility, it is likely that established relationships will
have an important influence on harvester delivery choices and cooperative membership (at least at the
outset of the program). Over time, changes in delivery patterns may change as harvesters perceive better
opportunities with other processors.

The structure of the market for landings would likely be competitive under this alternative, increasing the
incentive for processors to aggressively pursue product improvements to attract additional landings. This
competition should resolve delivery terms, including the timing of landings to accommodate processing



schedules. This timing of landings could be critical to processors meeting some market demands,
particularly if a fresh market were to develop.

Under this alternative, the ability to coordinate harvest activity and remove vessels from the fleet without
loss of harvest share, together with a relative improvement in bargaining strength arising from no
processor protection should result in substantial improvements in harvest sector efficiency over the no
action alternative. Fishing will be slowed, as cooperatives receive exclusive allocations. Production
efficiency in processing should improve as processors are better able to schedule crews to process
landings and processors improve product quality and produce higher quality products that cannot be
produced under the no action alternative, because of the relatively low quality of landings and the need to
process those landings rapidly. However, processors may experience little improvement in their overall
efficiency under this alternative because of their relatively weak negotiating position in the market for
landings.” Instead, cooperatives (and their catcher vessel fleets) should receive most of the benefits of
these improvements through ex vessel price negotiations. Notwithstanding the relatively strong position
fishermen may have under this alternative, processors should obtain normal profits from their processing,
and in some cases may be able to use relationships in other fisheries to leverage their negotiating position.

All of the catcher vessel alternatives include an option for an individual use cap of between 3 percent and
5 percent of the catcher vessel shares. Under the various qualifying year options and proposed caps, a
maximum of 14 license holders could be constrained by the individual use cap at the initial allocation. To
avoid this constraint, a grandfather clause could be adopted. Given that between 42 and 50 license holders
would be allocated primary rockfish depending on the qualifying years, between one-quarter and more
than one-half of those license holders could leave the fishery before all owners reach the 3 percent cap.
Another option considered in all of the catcher vessel alternatives would establish a cooperative use cap
of 30 percent of the catcher vessel harvest share pool.

A vessel use cap of between 4 percent and 10 percent is also being considered for the catcher vessel
alternatives. As many as 12 vessels in the catcher vessel sector have historically harvested more than 4
percent of the sector’s total catch in a given year. Few vessels have historically exceeded the proposed 8
percent cap and in only one year did any vessels exceed the 10 percent cap. Finally, a processing cap of
20 percent, 25 percent, 30 percent, or 33 percent is being considered for the catcher vessel alternatives. A
processing cap would ensure that no processor purchases over the specific share of the landings in the
fishery. In each case, grandfather clauses could be adopted to allow historic participants to maintain their
historic level of activity, should that level exceed the cap. Overall, processing caps would reduce
production efficiency to the extent that competition for landings is decreased. Harvesters, in the short run
at least, could receive a lower price for landings to the extent that competition is constrained. This
reduction in competition could, in turn, reduce the incentive for processors to improve products and
enhance marketing efforts to maintain their competitiveness in product markets. Processors could derive a
benefit from this provision to the extent that ex vessel price reductions occur, but those benefits will not
necessarily accrue to historical processors.

The Council motion contains an option to add a port delivery requirement for allocations of the primary
and secondary species to the catcher vessel sector. The port delivery requirement is intended to protect the
community of Kodiak from changes in the location of shore based processing activities that could occur
in the rockfish program. If adopted, this option would ensure that Kodiak remains the processing base for
the fishery and that Kodiak processors and the community continue to benefit from the fishery, at some
cost to competing Alaska communities and fishermen.

? Although an option could require all landings to be made in Kodiak, since that community is home to several
processors, it is unlikely that the limitation of landings to Kodiak would affect the degree of competition in the
fishery.



As would be applied to catcher processors, a general sideboard could be adopted to limit catcher vessel
participants, in the aggregate, to their historical harvests in other fisheries during the month of July. Given
that NOAA Fisheries would likely close the WGOA and WYAK rockfish fisheries and the deep water
complex to directed fishing for the catcher vessel sector due to insufficient catch history, prohibiting
eligible catcher vessel license holders from directed fishing in these fisheries would likely reduce
management costs, observer costs to the sector, and simplify sideboard regulations for the rockfish
program.

Catcher Vessel Sector — Allocation of Harvester Shares to Processors — CV-3

Under this alternative, eligible processors would receive allocations of harvest shares from the catcher
vessel harvest share pool. Allocations of target rockfish would be divided between eligible harvesters and
eligible processors, with eligible processors receiving 10 percent, 20 percent, or 30 percent of the sector’s
pool of all allocated species based on processing in the fisheries during the qualifying period. In general,
the processors receiving these allocations will receive the resource rents associated with that allocation.

Catcher vessel efficiency gains under this alternative are likely to be different, with resource rents divided
between catcher vessels and processors based on the division of the harvest share allocation between
these sectors (i.e., 90/10, 80/20, or 70/30). The returns to participants in the catcher vessel sector may
vary slightly depending on the approach taken by holders of processor allocations in using their harvester
shares. These different methods are likely to result in a similar distribution of resource rents, but may
result in slightly different distributions of normal profits and operation levels of independent harvesters. If
a processor elects to harvest its allocation on its own (or an affiliated vessel), the processor would receive
resources rents and normal profits from the harvest, annually.” If a processor elects to sell its allocation
(i.e., long term share), the processor would receive the presumed resource rents (discounted to their
present value equivalent) embodied in the allocation at the time of the sale. The purchaser would assume
the risk associated with the allocation and gain any normal profits (or losses) from the harvest of the
shares over the long term. If a processor enters an arm’s length lease for its allocation (or the annual
allocation yielded by its allocation), it would receive the annual rents embodied in the allocation at the
time of each lease, with the lessee assuming all risks of profits or losses from harvest of the annual
allocation. Lastly, a processor may use its shares as part of a broader negotiation with a cooperative (or
vessels in a cooperative) to establish a relationship that extends to all (or a large segment of) the landings
of the cooperative.

Under this alternative, processors that receive an allocation of harvest shares are likely to realize
substantially greater benefits from the fishery, than under the other catcher vessel alternatives. This
benefit would be derived from the share allocation, as opposed to operational efficiencies, as this
alternative is likely result in similar operational efficiencies as other cooperative alternatives. Processors
will have several choices for using their shares, including selling their long term shares, leasing annual
allocations, and (in some cases) harvesting annual allocations on affiliated vessels. While each of these
would be expected to bring the share holder the resource rent arising from the shares, it is likely that most
processors holding harvest shares will negotiate the harvest of their allocations with cooperatives, to gain
additional landings and coordinate processing activity in the fishery.

In addition to the many different caps included in the catcher vessel alternatives, this alternative would
include an additional limit on processor holdings of harvest shares. Under one option, the general harvest
share limits could be applied to all holdings, effectively constraining harvest share holdings. It is possible
under this option that all processors initially allocated harvest shares could exceed the cap. A grandfather
provision could allow these processors to maintain holdings received in the initial allocation. A second
option would establish a 20 to 25 percent use cap on holdings of shares initially allocated to processors.

? These profits might be captured only after sale of finished products by the processors.
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With the exception of a limit on processor holding of harvest shares, the effects of excessive share limits
and sideboards described under the previous catcher vessel alternative also apply to this alternative.

The specific effects of the processor allocations will also depend, in part, on the rules governing their use
and transfer. A holder of quota shares, originally allocated to a processor, would be permitted to divide
those quota shares on transfer. In addition, three options defining persons eligible to acquire shares have
been proposed. The first option would qualify processors that meet a minimum processing threshold in
the fishery to acquire these shares. The second option would allow processors receiving an initial
allocation of shares to acquire additional shares. In general, opportunities for processor acquisition of
shares are likely to be few. The third option would allow any qualified license holder to acquire shares
initially allocated to a processor. Unless a processor is exiting the fishery, it is unlikely that a processor
would wish to sell its shares to a possible processing competitor (or harvester). It is also likely that, if a
processor were to exit, it would attempt to sell its entire operation, including any shares. This type of a
transfer is unlikely to change the processing market, except when a plant is bought by a competitor who is
consolidating processing. If limited by the excessive share cap, a processor acquiring another plant and its
interests in the fishery is likely to require any shares beyond the cap to be transferred to a harvester, rather
than a competing processor.

Catcher Vessel Sector — Cooperative with Severable Processor Association (no forfeiture) — CV-4

Under this alternative, a cooperative would be required to annually associate with a processor to access its
allocation. Harvester will have full discretion to choose a cooperative, initially, and may freely move
among cooperatives, annually, thereafter. In addition, cooperatives are free to associate with any
processor in the community in any year without forfeiture or penalty. The terms of the cooperative
agreement, and consequently, the cooperative/processor association are subject to negotiation between the
cooperative members and the processor. Given the flexibility of the harvesters to move among
cooperatives, and of cooperatives to change associations, it is likely that any limitation established under
the terms of an association (such as delivery requirements or terms) will be fully voluntary and harvesters
will receive compensation for any concessions. Long term relationships and relationships in other
fisheries are likely to be important factors that affect cooperative and processor association choices.

While some cooperatives may use the processor association to establish delivery relationships, it is
possible that some cooperatives may minimally comply with the requirement, by establishing a
relationship on paper, but maintaining no operating relationship. With unlimited choice in processor
associations, such an arrangement is plausible. In this case, the cooperative would be free to deliver to any
processor and negotiate delivery arrangements independent of the processor association requirement.

It is expect that processors will pursue markets and production opportunities, to establish and maintain
annual associations and to attract deliveries. Historical relationships will likely influence the formation of
cooperative/processor associations, but these relationships are likely to be tested, if a processor fails to
compete in product markets (or fails to match others’ ex vessel prices).

As noted above, there is an option for an individual use cap of between 3 percent and 5 percent of the
catcher vessel shares that would be exceeded by approximately 14 license holders at the initial allocation.
Another option would establish a cooperative use cap of 30 percent of the catcher vessel harvest share
pool, which would prevent consolidation within cooperatives. A vessel use cap of between 4 percent and
10 percent is also being considered. As many as 12 vessels in the catcher vessel sector have historically
harvested more than 4 percent of the sector’s total catch in a given year. Few vessels have historically
exceeded the proposed 8 percent cap and in only one year did any vessels exceed the 10 percent cap.
Finally, a processing cap of 20 percent, 25 percent, 30 percent, or 33 percent is also being considered. As
noted above, this cap could reduce competition for landings, which could, in the short, reduce the ex



vessel price, to the extent that competition is constrained, and the incentive for processors to improve
products and enhance marketing efforts. Some processors could derive a benefit from this provision to the
extent of any ex vessel price reductions, but those benefits will not necessarily accrue to historical
Processors.

Overall, the ability to coordinate harvest activity, together with a relative improvement in bargaining
strength arising from no direct processor allocation, should result in substantial improvements in harvest
sector efficiency over the no action alternative.

The effects of excessive share limits and sideboards noted in CV-2 and CV-3 also apply to this
alternative.

Entry Level Trawl/Fixed Gear Fisheries — EL-2

Under this alternative, 5 percent of each of the target rockfish species is set aside for the entry level
fisheries. This set aside is divided equally between the trawl and fixed gear sectors. With fixed gear
vessels taking less than one 