AGENDA C-2

JUNE 1997
MEMORANDUM
TO: Council, SSC and AP Members
ESTIMATED TIME
FROM: Clarence G. Pautzke 3 HOURS
Executive Director
DATE: June 2, 1997

SUBJECT: Halibut and Sablefish IFQ Program

ACTION REQUIRED

(a) Final review of IFQ amendments.
®) Initiate analysis of North Pacific Loan Program.
(c) NMEFS response to Council letter regarding IFQ enforcement.

BACKGROUND

(@ Final Review of IFO Amendments

At the April 1997 meeting, the Council approved the release for public review of the EA/RIR to allow QS
transfers to immediate family members, under the 3-year emergency provision. This proposal would change
‘surviving spouse’ to ‘heir.” Proposed regulations would extend transfer privileges of QS and IFQ to surviving
members of a deceased QS holder’s immediate family. This alternative would provide for cases in which a
deceased QS holder has no surviving spouse, but has other surviving members of his or her immediate family who
might be in need of temporary financial support from the deceased QS holder’s fishing interests. As with the
provisions for transfer to a surviving spouse, this alternative would allow a surviving heir, first, to transfer any
current year’s IFQ for the duration of the allocation year, and, second, to transfer annual allocations of IFQ
resulting from the total QS transferred by right of survivorship for three calendar years from the date of the
deceased QS holder’s death. “Immediate family” is defined as a spouse and children of a holder of QS or IFQ.

Alternatives included in the analysis are:

Alternative 1:  Status Quo. Provide transfer privileges for a period of three years to a deceased QS holder's
surviving spouse only.

Alternative 2:  Revise regulations to extend transfer privileges of QS and IFQ to surviving members of a
deceased QS holder's immediate family. This alternative would provide for cases in which a
deceased QS holder has no surviving spouse, but has other surviving members of his or her
immediate family who might be in need of temporary financial support from the deceased QS
holder’s fishing interests. As with the provisions for transfer to a surviving spouse, this
alternative would allow a surviving heir, first, to transfer any current year's IFQ for the duration
of the allocation year, and, second, to transfer annual allocations of IFQ resulting from the total
QS transferred by right of survivorship for three calendar years from the date of the deceased
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Option A.

Option B.

Option C.

QS holder’s death. "Tmmediate family" is defined as a spouse and children of a holder of QS or
IFQ.

Allow a surviving heir, first, to transfer any current year’s IFQ for the duration of the allocation
year, and, second, to transfer annual allocations of IFQ resulting from the total QS transferred
by right of survivorship for three calendar years from the date of the deceased QS holder’s

death.

In addition to the provisions of Option A, allow immediate family members who receive QS by
right of survivorship to use the resulting IFQ indefinitely provided that the vessel fishing the
resulting IFQ remains in the ownership of the immediate family.

In addition to the provisions of Option A, allow a minor who receives QS by right of
survivorship to use or transfer resulting IFQ for a period of three years following his or her

attaining the age of eighteen.

A second EA/RIR, to define ownership of a vessel for purposes of using a hired skipper, was approved for public
review with modifications to the alternatives included in the analysis. A loophole currently exists in the IFQ

regulations that allows leasing in perpetuity by initial QS recipients due to inexact language related to ownership
of vessels on which QS is fished.

Alternatives included in the analysis are:

Alternative 1:

Alternative 2:

Alternative 3:

Status Quo. Ownership requirements for hiring a skipper to fish a QS holder's IFQ remain
unspecified, allowing for minimal interest in vessels.

Revise regulations to require a specific percentage of interest in vessels for QS holders wishing
to hire skippers.

Option A: Require a 5% minimum interest in vessel;

Option B: Require a 20% minimum interest in vessel;

Option C:  Require a 49% minimum interest in vessel;

Option D:  Require a 51% minimum interest in vessel,

Option B:  Require that the percentage of vessel ownership reflect the IFQ’s percentage of the
vessel cap.

Require QS holders wishing to hire skippers to have held a specific percentage of vessel
ownership (the above options under Alternative 2) as of a certain date.

Option A:  As-ef-Jamuarz 1, 1995 (the date of Secretarial approval of the IFQ Program),
Option B:  As of April 17, 1997 (the date of the Council’s initial review of the analysis).

Both IFQ analyses were mailed to you on May 21, 1997.

(b) North Pacific Loan Program

The North Pacific Loan Program is an offshoot of the overall fee program, but is to be developed and submitted
by the North Pacific Council by October of 1997. While the specifics of the Loan Program are substantially
dictated by the Magnuson-Stevens Act, we have been advised that it nevertheless requires a plan/regulatory
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amendment and attendant rulemaking. We are also advised that the Loan Program cannot become operational
until the underlying fees are collected and appropriated. We have been in contact with NMFS Financial Services
Divisionregardingthespeciﬁmofﬂxel.oanProgram,andhavedeterminedthat,whilewemayquestionthenwd
for an amendment, and the need to await fee collection, we can have the specifics of the program ready for
Council review and approval by this September. This would allow us to meet the deadline imposed by Congress,
and have the Loan Program infrastructure in place and awaiting funding, through either the fee program or other
appropriation.

While we have been working on the Loan Program specifics, we do not have all of the issues fully fleshed out at
this time. Our plan s to finish fleshing out those specifics, including application procedures and other logistics,
and send that out for public review in August. Final action by the Council could occur in September and we
would then forward the package to the Secretary of Commerce for approval and implementation. In September
we also hope to have the underlying IFQ/CDQ fee program from NMFS for an initial Council review.

() IFQ Enforcement

In April 1997, Dayna Mathews presented his report on IFQ enforcement in the halibut and sablefish fisheries off
Alaska. Since then, a second report on the South Atlantic wreckfish IFQ program was released. On May 14,
1997, the Council sent a letter to Secretary Baker expressing concern over the current level of enforcement in
Alaska’s IFQ fisheries (Ttem C-2(a)). The NMFS Regional Administrator indicated he would have an initial

response available by this meeting.
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AGENDA C-2(a)
JUNE 1997

North Pacific Fishery Management Council

605 West 4th Avenue, Suite 306

Richard B. Lauber, Chairman
Anchorage, AK 99501-2252

Clarence G. Pautzke, Executive Director
Fax (807) 271-2817

Telephone: (907) 271-2809

May 14, 1997

D. James Baker, Ph.D.

Under Secretary and Administrator
National Oceanic & Atmospheric Adm.
Herbert C. Hoover Building, Room 5128
Washington, DC 20230

Dear Dr. Baker:

In April the North Pacific Fishery Management Council received a report from Dayna Matthews evaluating
NMFS’ enforcement of our sablefish and halibut individual fishing quota (IFQ) program. We commend Mr.
Matthews for his thorough reporting, and David McKinney, Chief of Enforcement for NOAA/NMFS, for
initiating the study. Unfortunately, the study revealed serious shortcomings in enforcement which threaten to
undermine the IFQ program in its infancy and which clearly demonstrate that NOAA and NMFS have not lived
up to their earlier commitments to field a rigorous enforcement program.

The Council decision in December 1991 to approve the IFQ program was not an easy one. It was in the making
for a good four to five years. Many individuals in the public, the industry, and on the Council and its advisory
bodies were dead set against any sort of IFQ system. Making the program ironclad in terms of enforcement
probably was the number one issue. The Council was given assurances from your agency that a substantial
enforcement program would be deployed. With the program not being implemented until 1995, the agency had
plenty of lead time to ensure that the necessary funds would become available.

The Council was given a clear idea in 1991 of the level of enforcement envisioned by the agency. It was
described in a document entitled “Enforcement of Individual Fishery Quotas in the Fixed Gear Halibut and
Sablefish Fishery,” prepared by the NMFS Alaska Region Enforcement Office. That document was cited
extensively in Matthews’ report, but I have attached it here for reference. It noted that under an IFQ system, the
focus of enforcement would shift to the point of landing. The first enforcement check point would be random
boardings at sea and in port. The second check point would be advance notice of landings. There would be a
four-tier approach that . . . provides the ability to detect violations on and off the fishing grounds through patrol
and investigative functions, while at the same time creates an adequate level of compliance through the possibility
of violation detection. This detection/deterrence balance is a cornerstone (emphasis added) of the IFQ
enforcement operations.” (p. 6).

The report went on to describe the four tiers of a successful program: (1) patrols offshore to detect quota busters,
and shoreside to detect and deter unauthorized landings; (2) monitoring of landings and transhipments to
“ _ establish an environment conducive to program compliance by elevating the probability of detection and
apprehension of illegal activities.” (p. 7); (3) auditing to detect any inaccuracies in shipping records and other
documents on the IFQ fish received and processed; and (4) investigation to detect fraud, illegal shipments, etc.
To complete these tasks, the existing level of 28 staff members would need to be increased to 62, particularly with
an expansion in numbers of Fishery Patrol (or Enforcement) Officers by 18, and the addition to the staff of seven
new enforcement aides, whose primary duties would include random monitoring of landings and inspections of
shipments. The report concluded on p. 8 that the “...proposed program is our best guess at the minimum
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Dr. James Baker
May 14, 1997
Page 2

(emphasis added) amount of enforcement necessary to result in a successful IFQ program . .. The program we
have presented has been submitted to our central office and has received tentative approval.”

Now, three years into the program, we are presented with a most unsettling finding: only 25% of the IFQ landings
were monitored in 1995, and less than 20% were monitored in 1996. The 1997 level likely will be even worse,
considering that nine Fishery Patrol Officer positions are unfilled and new staff represent 40% of current staffing
levels. Further aggravating the problem is the absence of any enforcement aides as were proposed in 1991 to be

a first line of monitoring.

We want to give all due respect to Steve Meyer, head of Alaska NMFS Enforcement Office in Juneau. He is
doing a fine job and likely is being very creative in spreading his enforcement personnel around to provide a
presence with fewer FTEs. But he does not have the funding or FTEs to field the minimum necessary program
prescribed by your agency for successful enforcement. He reported in April, for example, that the Alaska
Enforcement Division is short ten positions for field enforcement of the IFQ program because of funding
shortfalls. Apparently, over the past five years, NMFS has requested over a $5 million increase in its enforcement
budget, but Congress has approved only $1 million. Personnel ceilings also have kept the enforcement program

from keeping pace with IFQ program needs.

We strongly urge you to review and enhance IFQ program enforcement. Too much is at stake here.  The Council
approved the sablefish and halibut IFQ program despite heated opposition, and we want it to be successful.
Indeed, in 1991 when we made our final decision, the leaders of NOAA and NMFS, Drs. John A. Knauss and
William W. Fox, Jr., respectively, strongly urged us and other councils around the nation to move toward IFQ
type management in all our fisheries. Further, our IFQ program is the largest such individual quota program in
the United States. It is certain to be a centerpiece of the National Research Council's IFQ evaluation mandated
in recent revisions to the Magnuson-Stevens Act.

Industry and managers alike need your reassurance that there will be no lapses in enforcement and that there will
be minimal risk of fish being removed from the ocean, but not counted.  We urge you to consider closely the needs
of enforcement off Alaska and restore the integrity of cur program. Posiﬁvelyornegatively the sablefish/halibut
program will be used during reauthorization in 2000 as an example of progressive fisheries management in the
United States, an approach that NOAA and NMFS have endorsed vigorously. ‘

Sincerely,

ot 1. SRk

Richard B. Lauber
Chairman

Enclosure
cc (w/o enclosure):

Steve Meyer
Rollie Schmitten
Steve Pennoyer
Senator Stevens
Senator Gorton
Regional Councils
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P.O.Box 3047
Kodiak, AK 99615

AGENDA C-2
JUNE 1997
SUPPLEMENTAL

To: Clarence Pautzke
Company:
Fax number: +1 (907) 271-2817

Business phone: 907-271-2809

From: Toby Sullivan

Fax number: tobys@ptialaska.net@+1 (807) 486-1481
Business phone:

Home phone: (907) 486-1481

Date & Time: 6/2/97 2:39:39 PM

Pages: 3

Re: Halibut tendering
Toby Sullivan
Northwest Setnetters Association
Box 3047, Kodiak, AK 99615
(907) 486-1481

Fax (807) 486-5542

Rick Lauber, chairman .
North Pacific Fisheries Management Council

June 2, 1997
Dear Mr Lauber:

DAt the inception of the IFQ program in 1995, about 150 Kodiak Island saimon setnet

permit holders were awarded Individual Fishing Quota halibut shares based on their historical
participation in the halibut fishery. These are mainly Class D shares of under 1,000 lbs. each.
These fishermen necessarily used tenders to deliver their halibut during the qualifying years,

but since existing regulations make no provisions for tendering, many have been unable to







