AGENDA C-1(e)

DECEMBER 2006
MEMORANDUM

TO: Council and AP Members
FROM: Chris Oliver QW ESTIMATED TIME

Executive Director 14 HOURS

all C-1 items

DATE: November 29, 2006
SUBJECT: Charter Halibut Management
ACTION REQUIRED
(e) Review moratorium discussion paper and committee report, and action as necessary.
BACKGROUND

In April 2006, the Council initiated an analysis to implement a moratorium on entry into the charter halibut
sector using the December 9, 2005 control date that was published in the Federal Register. The Council
approved two alternatives for the charter halibut moratorium analysis in June 2006 (Item C-1(e)(1)).
Alternative 1 is the no action alternative. Alternative 2 includes 13 issues that provide the structure to
implement a limited entry program for the charter halibut sector. Some issues contain options from which the
Council must select to complete the program’s design. Charter Halibut Stakeholder Committee
recommendations incorporated staff recommendations to streamline and clarify the alternatives and options

(Item C-1(e)(2)).

A discussion paper, which was distributed to you in November, identifies issues that need further clarification
by the Council and provides historic participation data for a preliminary analysis of the impacts of different
issues (Item C-1(e}(3)). A summary of the clarifications requested by staff and related Committee
recommendations are provided at the end of the paper (starting on page 35).

Initial review of the moratorium EA/RIR/IRFA is tentatively scheduled for February 2007, with final action in
April 2007. Implementation likely would not occur until the 2009 charter fishery season, at the earliest. These
timelines may require adjustment, depending on Council action at this meeting and resolution of data sharing
issues between NMFS and the State of Alaska, without which implementation would not occur



AGENDA C-1(e)X1)
DECEMBER 2006

NORTH PACIFIC COUNCIL MORATORIUM ALTERNATIVE
JUNE 2006

Problem Statement

The Pacific halibut resource is fully utilized and harvest by the guided sport sector is demonstrating steady
growth. To provide long term stability of the guided sport sector and lessen the need for regulatory
adjustments, which destabilize the sector, the Council is embarking on development of a new management
framework. In the interim, to address allocation issues between the guided sport and commercial sectors the
guided sport sector is operating under a guideline harvest level (GHL). Harvest data indicate that the GHLs in
Area 2C have been exceeded and are near levels established for Area 3A. This has resulted in a renewed
effort to find a long-term solution. The Council has formed a stakeholder committee of affected user groups to
consider management options and formulate recommendations for Council consideration in developing a
management plan for the guided sector. Some of the past options under consideration include limiting entry or
awarding quota share based on past involvement in the fishery. To address the potential against the rush of
new entrants into the guided sport fishery, the Council is considering establishing a moratorium on the guided
sport sector.

ALTERNATIVE 1. NO ACTION.

ALTERNATIVE 2. IMPLEMENT A MORATORIUM ON ENTRY INTO THE CHARTER
SECTOR USING A CONTROL DATE OF DECEMBER 9, 2005.

Elements of the proposed moratorium (limited entry) program

1. Permits' may be held by U.S. citizens or U.S. businesses with 75 percent U.S. ownership of the
business’. Business may receive multiple permits associated with vessels owned by a business. Currently
licensed vessels may be “grandfathered” above proposed limits until any change in ownership.

2. Permit would be designated for either Area 2C or Area 3A.

3. Permit would be issued to registered guide business operator

4. Permit applicant would be required to sign affidavit attesting that all legal requirements were met.’

5. Transfers of permits (permanent) would be allowed

6. Leasing of permits (annual) would not be allowed

7. Permit Endorsement
6 clients highest number on any trip in 2004 or 2005
uninspected (6-packs) vessels inspected vessels (but not less than 4)
new construction (uninspected or inspected vessels) uninspected >100 gross tons (“Super-T")
constructive loss* constructive loss'’

8. Permits may be stacked up to use caps®®
9. Evidence of participation - any ADF&G logbook entry with recorded bottomfish statistical area, rods, or
boat hours.
10. Qualifying years - Require client activity for bottomfish effort as reported in ADF&G logbook in 2004
or 2005 and participation in year prior to implementation (unless unavoidable circumstance occurred).
Option 1: minimum number of bottomfish trips (1, 5, 10, or 20) to demonstrate bottomfish activity
Option 2: “unavoidable circumstances”’ clause would be adjudicated on a case by case basis through
the NOAA Fisheries Appeals Division.
Option 3: under construction as of December 9, 2005 and must have at least 1 year of ADF&G
halibut/bottomfish logbook activity from 1998-2005.

! Through initial issuance and transfers
2 Military (Morale, Welfare, and Recreational) boats are exempted from limited entry, but harvests still count against the
GHL
* The only tangible evidence is the ADF&G logbook, which requires meeting all State legal requirements
4 limited to the endorsement associated with lost vessel
5 a business can use, for example, two 6-packs license endorsements on one “Super-T" vessel
¢ Clarification is requested as to whether a permit that is stacked is always stacked with the other permit or whether the
?ermit must continue to denote its original endorsement
To address medical emergencies, military exemptions, and constructive losses



11. Permit holder must annually renew permit and have minimum activity equal to preferred alternative
under Issue 10, Qualifying years.*’
Option. Except under “unavoidable circumstances”’ clause that would be adjudicated on a case by
case basis through the NOA A Fisheries Appeals Division

12. Use caps'®, with grandfather'' provision

uninspected vessels: inspected and uninspected (>100 gt) vessels:
Option 1. 1 permit Option 1. 1 permit

Option 2. 5 permits Option 2. 2 permits

Option 3. 10 permits Option 3. 3 permits

13. Community provisions for Area 2C and 3A communities previously identified under GOA
FMP Amendment 66

Option 1. A Community Quota Entities (CQE)"? may purchase moratorium permits.
Area 2C — use cap of 5 permits per community
Area 3A — use cap of 10 permits per community

Option 2. A CQE representing a community, which has < 10 active'? charter businesses with their
primary place of business in the community, may request a moratorium permit on behalf
of a community resident.
Area 2C — use cap of 3 permits per qualified community
Area 3A - use cap of 5 permits per qualified community

Option 3. CQEs may request non-renewed moratorium permits as defined under Issue 3, Option 1,
Suboption on a “first come, first serve” basis.

8 Non-renewed permits would be available for communities under Issue 13, Communities, Issue 3.

9 Permits could not be renewed if allowed to lapse (due to holder’s inaction to renew or because minimum activity was
not met)

1° Staff interprets the proposed use caps as not additive across both areas and vessel categories (inspected and
uninspected).

I A business whose permit is endorsed in excess of the permit limit maintains that exemption for those that remain in its
control after others are sold, but those sold vessels lose that grandfather status in perpetuity. Grandfathered vessels that
are sold in total when a business owner sells his entire business/fleet maintain that grandfathered status.

12 A5 defined in regulation and GOA FMP Amendment 66

13 «a ctive™ is defined as 20 or more charter bottomfish trips per year



AGENDA C-1(e)(2)
NORTH PACIFIC COUNCIL MORATORIUM ALTERNATIVES DECEMBER 2006

Charter Halibut Stakeholder Committee Recommendations for Revisions
October 18, 2006

Problem Statement. The Pacific halibut resource is fully utilized and harvest by the guided sport sector is
demonstrating steady growth. To provide long term stability of the guided sport sector and lessen the need for
regulatory adjustments, which destabilize the sector, the Council is embarking on development of a new
management framework. In the interim, to address allocation issues between the guided sport and commercial
sectors the guided sport sector is operating under a guideline harvest level (GHL). Harvest data indicate that
the GHLs in Area 2C have been exceeded and are near levels established for Area 3A. This has resulted in a
renewed effort to find a long-term solution. The Council has formed a stakeholder committee of affected user
groups to consider management options and formulate recommendations for Council consideration in
developing a management plan for the guided sector. Some of the past options under consideration include
limiting entry or awarding quota share based on past involvement in the fishery. To addrfess the potential
against the rush of new entrants into the guided sport fishery, the Council is considering establishing a
moratorium on the guided sport sector.

ALTERNATIVE1l. NO ACTION.

ALTERNATIVE 2. IMPLEMENT A MORATORIUM ON ENTRY INTO THE CHARTER
SECTOR USING A CONTROL DATE OF DECEMBER 9, 2005.

Features of the proposed moratorium (limited entry) program
1. Permits' may be held by U.S. citizens or U.S. businesses with 75 percent U.S. ownership of the
business®. Businesses may receive multiple permits due to charter halibut activity by vessels owned by the
business. Currently licensed businesses Initial permit recipients may be “grandfathered” below the U.S.
ownership level and above proposed use caps until any change in ownership of the business occurs’.
Permit would be designated for either Area 2C or Area 3A.
Permit would be issued to registered licensed guide business operatorowner.
Permit applicant would be required to sign affidavit attesting that all legal requirements were met.*
Transfers of permits (permanent) would be allowed up to use caps
Leasing of permits (annual) would not be allowed
Permit Endorsement for Number of Clients on Board
6 clients highest number on any trip in 2004 or 2005 (but not less than 4)
uninspected (6-packs) vessels inspected vessels (but not less than 4)
new construction (uninspected or inspected vessels) uninspected >100 gross tons (“Super-T")
construetiveloss i

8. Permits may be stacked up to use caps’
9. Evidence of participation - ADF&G logbook entry with bottomfish statistical area, rods, or boat hours.
10. Qualifying years - Require business client activity for bottomfish effort as reported in ADF&G logbook
in 2004 or 2005 and participation in year prior to implementation (unless unavoidable circumstance occurred),
with

Option 1. a minimum number of bottomfish trips® (1, 5, 10, or 20) to demonstrate bottomfish activity

Option 2. “unavoidable circumstances”’ clause that would be adjudicated on a case by case basis

through the NOAA Fisheries Appeals Division.

N WLD

! Through initial issuance and transfers

2 Military (Morale, Welfare, and Recreational) boats are exempted, but harvests still count against the GHL.
*Transferred permits would not be grandfathered below the US ownership cap, even upon sale of a business, but would
be grandfathered above the use cap upon sale of the entire business (see Issue 12)

% The only tangible evidence is the ADF&G logbook, which requires meeting all State legal requirements.

5 A business can use, for example, two 6-pack license endorsements on one “Super-T” vessel.

6 The minimum number of bottomfish trips would apply for each business (summed for all vessels), but each vessel does
not meet to meet the threshold. For example, a business could have 3 vessels with 6, 10, and 8 trips, respectively, which
would result in the business receiving 1 permit under a 20 trip minimum; it would receive 2 permits under a 10 trip
minimum, and 3 permits if under a 5 trip minimum.

7 To address medical emergencies, military exemptions, and constructive losses on a case by case basis.



Option 3. under construction as of December 9, 2005 and must have at least 1 year of ADF&G
halibut/bottomfish logbook activity from 1998-2005.°

11. Permit holder must annually renew permit and have minimum activity’ equal to preferred alternative
under Issue 10, Option 1'°

Option. Except under “unavoidable circumstances” clause that would be adjudicated on a case by

case basis through the NOAA Fisheries Appeals Division

12. Use caps, with grandfather'' provision

uninspected vessels: inspected and uninspected (>100 gt) vessels’:
Option 1. 1 permit Option 1. 1 permit

Option 2. 5 permits Option 2. 2 permits

Option 3. 10 permits Option 3. 3 permits

13. Community provisions for Area 2C and 3A communities previously identified under GOA
FMP Amendment 66
Use caps on permits held by CQEs:
e Overall use caps for CQEs are the same as those selected for every other permit holder under
Issue 12. Overall use caps are inclusive of all permits held by the CQE, whether purchased or
applied for and received under Options 2 and/or 3.
e Separate use caps apply to permits requested and received by CQEs (applicable under Option 2
and/or Option 3):
Area 2C — use cap of 3 permits per qualified community
Area 3A — use cap of 5 permits per qualified community

Option 1. A Community Quota Entity (CQE)" may purchase limited entry permits.
Area 2C  use cap of 5 permits per community
Area 3A  use cap of 10 permits per community

Option2. A CQE, representing a community which has <10 in which 5 or fewer active'® charter
businesses with their primary place of business in the community terminated trips in the
community in each of the years 2004, 2005 and prior to implementation, may request
limited entry permits on behalf of a community resident.

8 Staff requests clarification whether Option 3 is intended to address an individual whose situation could be addressed
under Option 2, unavoidable circumstance due to reservist activation.
The minimum activity threshold must be met for each permit held by a business. For example, if a business holds three
permits and operates three vessels, all three vessels must meet the minimum trip requirement selected in Issue 10, Option
1. In addition, if several permits are stacked and used on one vessel, each permit must meet the minimum trip
requirement (e.g., If the requirement to maintain a permit is 20+ trips, and three permits are stacked on one vessel, the
vessel must make at least 60 trips in order for all 3 permits to remain valid.)
19 permits could not be renewed if allowed to lapse (due to holder’s inaction or because minimum activity was not met).
Non-renewed permits would be available for communities under Issue 13, Option 3.
I' A business whose permit is endorsed in excess of the use cap maintains that exemption for those permits that remain
in its control after other permits are sold, but those sold permits lose that grandfather status in perpetuity. Grandfathered
permits that are sold in total when a business owner sells his entire business/fleet maintain that grandfathered status.
Grandfathered status refers to permits, not to vessels.
125 < defined in Federal regulations and GOA FMP Amendment 66.
13 «Active’ is defined as 20 or more charter bottomfish trips per year it is defined under Issue 10, Option 1 (e.g., at least
1, 5, 10, or 20 charter bottomfish trips).

2

L]

-

~



Requested permits must be used within the first full season after receiving the permit or it
is not renewed by NMFS. CQEs can re-apply for permits in the future.

Area 2C - use cap of 3 permits per qualified community
Arca 3A - use cap of 5 permits per qualified community

Option3. A CQE, representing a community in which 5 or fewer active'' charter businesses
terminated trips in the community in each of the years 2004, 2005 and prior to
implementation, may request non-renewed limited entry permits (as defined provided
under Issue 11) on a “first come, first served” basis."

Requested permits must be used within the first full season after receiving the permit or it
is not renewed by NMFS (permit returns to ‘non-renewed permit pool’). CQEs can re-
apply for permits in the future.

14 These permits would derive from a much more limited (perhaps none) pool of vacated limited entry permits by permit
holders who did not renew them (see Issue 11).
3



AGENDA C-1(e)(3)
DECEMBER 2006
Charter Halibut Moratorium Discussion Paper
NPFMC Staff
December 2006

The Council has approved two alternatives for the charter halibut moratorium analysis. Alternative 1 is
the no action alternative. Alternative 2 includes thirteen primary issues that provide the structure to
implement a limited entry program for the charter halibut sector. Some of these issues contain sub-options
from which the Council must select to complete the program’s design. Each of the issues will be
discussed, some very briefly, in this document. The purpose of this paper is to identify those issues that
need further clarification by the Council and to provide historic participation data for a preliminary
analysis of the impacts of different issues.

Note that the Charter Halibut Stakeholder Committee (Committee) met October 16 — 18, 2006 to develop
recommendations to the Council on numerous charter management issues, including the moratorium
options. The Committee recommendations are provided in its minutes. A summary of the clarifications
requested by staff and the related Committee recommendations is provided at the end of this paper
(starting on page 36).

Note also that implementation of the halibut charter moratorium program will require NMFS RAM
Division, NOAA Enforcement, and the Appeals Division to have access to State logbook and business
information. Without this access, the moratorium cannot be implemented. At a minimum, this information
is needed to evaluate an applicant's ability to meet the initial qualification criteria to receive a permit and
provide supporting documentation for appeals. There are several possible approaches to obtaining access
to these data, but the preferred approach is explicit authorization in State statute to allow logbook and
' business data to be transferred from the State of Alaska to NOAA. ADF&G has previously conveyed that
language accomplishing this need has been submitted to the governor's office and is intended to be
reviewed by the legislature during the 2007 session.

Features of the proposed moratorium (limited entry) program: Issues 1 - 12

1. Permits' may be held by U.S. citizens or U.S. businesses with 75 percent U.S. ownership of the
business’. A business owner may receive multiple permits due to charter halibut activity by vessels
owned by the business. Currently licensed business owners may be “grandfathered” below the 75
percent ownership level and above proposed use caps until any change in ownership of the business
occurs.

The permit conditions identified by the Council will add a U.S ownership requirement a person must meet
in order to operate a halibut charter business in IPHC Areas 2C and 3A. Currently, the only requirements
to own and operate a guide business in the State of Alaska are found in Section 16.40.260 of the Alaska
Statues (AS). Those requirements do not include U.S. ownership provisions. Language from AS
16.40.260 is provided in the box below.

Many halibut charter business owners also operate the charter vessel. Those owners are required to meet
State and U.S. Coast Guard requirements for operating a for-hire vessel carrying clients. One requirement
to operate the vessel is that the person must be a resident of the United States, Canada, Mexico or a
resident alien. Owners that do not provide the actual guide services are not required to meet those
additional requirements under current laws.

! Through initial issuance and transfers
2 Military (Morale, Welfare, and Recreational) boats are exempted from limited entry, but harvests still count against the GHL.

Moratorium discussion paper — December 2006 1



Implementing the permit requirements identified by the Council will ensure that any transfers of permits
must be made to U.S. Citizens or U.S. businesses with 75 percent U.S. ownership of the business. This
regulation will prohibit nonresident aliens and citizens of Canada® and Mexico® that were not initially
issued a permit from owning halibut charter businesses that fish in Area 2C and 3A. These persons could
continue to own and operate halibut charter businesses operating in other areas of the State.

(a) The department shall issue an annual sport fishing operator license to a person who:

(1) holds a current business license under AS 43.70 to provide services to sport fishermen;

(2) presents proof satisfactory to the department of a general liability insurance policy or marine
protection and indemnity insurance policy, covering the services provided by the person and person'’s
employees to sport fishermen, that provides coverage of at least $100,000 for each incident, and
$300,000 for all incidents in a year;

(3) pays the license fee prescribed by AS 16.05.340(a); and

(4) satisfies all additional requirements adopted in regulation by the Board of fisheries.

(b) A person may not provide sport fishing services unless the person holds a current sport fishing operator
license and has current insurance coverage as required in (a)(2) of this section.

(c) A person who holds a current sport fishing operator license may contract to provide sport fishing guide
services to a sport fisherman through an employee who holds a current sport fishing guide license under AS
16.40.270.

(d) A person who holds a current sport fishing operator license may not directly provide sport fishing guide
services to a sport fisherman unless the person also holds a current sport fishing guide license under AS
16.40.270(b).

(e) A person who holds a sport fishing operator license may not aid in the commission of a violation of AS
16.05 - AS 16.40 or a regulation adopted under AS 16.05 - AS 16.40, including regulations relating to the
proper method to release fish, by a sport fishing guide who is employed by the person or by a sport
fisherman who is a client of the person.

The issue also states that persons may be issued multiple permits based on the bottomfish trip history of
vessels as reported in Alaska Department of Fish and Game (ADF&G) logbooks® that were submitted by
the charter business in a timely manner. This indicates that a business that submitted logbook data for two
qualified vessels, for example, would be issued two distinct permits. Each of those permits would be
transferable independent of the other. Allowing businesses to sell permits independently does not add
additional vessels to the charter fleet, but it may allow increases in effort through more optimal
distribution of permits among charter operators

2. Permit would be designated for either Area 2C or Area 3A.

Designating the IPHC area in which a permit may be used will restrict movement of permits from one
IPHC area to another. Restricting movement will reduce the potential number of halibut charter vessels
that could operate in that area. In the near term, limiting moratorium permits to a specific IPHC area is
not expected to have a substantial impact on charter businesses or guided anglers. The permits issued for
each area are expected to be about the same or greater than the number of vessels that operated in recent
years. If conditions change in the fishery and clients want to take more trips in an area, the restrictions
could impact the availability and price of trips.

The amount of protection® specific ports within that area receive will depend on the number of permits
issued in that IPHC area and number of permits needed to operate guide operations in other ports. If

» NOAA GC guidance is necessary regarding whether the 75 percent U.S. ownership requirement is consistent with the Council’s
authority under the North Pacific Halibut Act.

4 Citizens of all countries, except the US, would be prohibited from buying permits in the future.

$ Bottomfish trips reported in ADF&G logbooks will be referred to as logbooks in this document.

§ “Protection” refers to limits placed on the number of new businesses and vessels that may operate out of a port, and the impacts
those operations could have on competition for clients, fishing grounds, and port infrastructure.

Moratorium discussion paper — December 2006 2
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several permits are issued that are not needed to provide charter clients trips in the port they were eamned,
they could be moved to other ports in that IPHC area and increase competition in that port. Increased
competition for clients could benefit guided anglers through lower prices, but increased fishing effort
could impact catch rates if localized depletion of halibut results from the effort increase.”

The ADF&G provided data that allows preliminary estimates of the number of permits that would be
issued in each area to be generated. Based on that data, seven businesses submitted logbook entries
for both Areas 2C and 3A. A brief summary of those operations is provided. Three businesses submitted
logbook entries for three vessels that made trips in 2C and 3A during the 2004 and 2005 qualifying
period. Two of those vessels would only qualify for a 3A endorsement if 5 or more trips were required in
each area they fished. The history of those vessels would generate a permit for 3A at any trip requirement
levels being considered by the Council. The third vessel would qualify for a 2C endorsement under any of
the Council’s alternatives and a 3A endorsement at any trip level being considered below the 20 or more
trip threshold. It is assumed that if a vessel qualifies for more than one area they will be issued a
permit that is endorsed for both areas. In addition to those three vessels, four other businesses reported
trips in both 2C and 3A but did not have a single vessel operate in both areas. These businesses would be
issued permits for both areas (if they meet the minimum trip requirements), but no permit would be
endorsed for both areas.

3. Permit would be issued to registered guide business operator

This issue indicates the Council’s preference to issue the permit to licensed sport fishing businesses, and
not licensed captains or crew hired to operate vessels. Most license and permit programs issue the permit
to the owner of the business. IFQ systems, in some cases, recognized the contribution of captains with
allocations of a percentage of the quota. Because this moratorium program issues one permit per qualified
entity, it is not possible to reward multiple participants in a single business. Rewarding more than one
person with a permit would require issuing more than one permit per qualified entity. Issuing additional
permits would contradict the program’s goal of restricting the number of vessels in the fleet to,
approximately, historic levels.

The business owners (licensed sport fishing business in this program) are generally issued the permits
under limited entry programs because they are deemed to have taken the greater financial risk. They often
own vessels and have expenses associated with operating the business (booking clients). In some cases,
the captain may also incur costs, but those cases are assumed to be less prevalent.

4. Permit applicant would be required to sign affidavit attesting that all legal requirements were met.

This requirement was developed as part of the procedure for gathering information and issuing a permit.
The goal is to encourage permit applicants to provide true and accurate information on their permit
application. It also provides a record of owners stating they are entitled to the permit based on having met
the legal requirements for its issuance. It eliminates new, conflicting, or redundant requirements by
simply referring to other legal requirements.

5. Transfers of permits (permanent) would be allowed

This issue states that persons holding a permit will be allowed to sell it to another person meeting the
requirements to hold the permit. In this program, the buyer must meet the U.S. ownership

7 Localized depletion may be less of an issue as the size of charter vessels increases and the range that vessels operate in becomes
larger. ADF&G Sport Fish Division staff has indicated that charter vessels are regularly ranging up to 60-80 nautical miles from
the ports of Homer, Seward, Whittier, and Valdez.

® The only tangible evidence is the ADF&G logbook, which requires meeting all State legal requirements.

Moratorium discussion paper — December 2006 3



requirements and the permit use cap requirements, unless Issue 1 is modified such that the

grandfather provision is applied to the holder of the transferred permit as well as the initial
recipient of the permit.

Without a mechanism to transfer permits, they would revert back to NOAA Fisheries when an owner
leaves the business. Over time, the number of permits would decline and, at some point,9 not meet the
client demand for trips. This would lead to an increase in trip prices for clients or clients not being able to
take trips. Because the halibut charter industry is closely linked to the tourist industry, it could impact the
types of vacations people take to Alaska or be a factor in people taking their vacation in another location.

6. Leasing of permits (annual) would not be allowed

Leasing of permits is generally prohibited in fisheries under NPFMC authority. Prohibitions on leasing
stem from a desire to keep persons from holding permits for the sole purpose of generating income from
the active participants.

Tracking whether halibut charter moratorium permits are being leased may be difficult. In many cases, a
charter business may hire a captain(s) to take clients fishing. Contracts with captains are business
arrangements that can be extended within a year, or over a number of years, and may be terminated at any
time with proper notice. The hired captain may or may not own the vessel used to take clients fishing. If
the captain owns the vessel and the permit holder hires him to take their clients fishing, distinguishing this
operation from a lease arrangement may not be possible. (Note that the proposed moratorium program
does not require that a permit holder own a vessel in order to use the permit.) These business
arrangements may make it difficult to determine with certainty whether permits are being leased to a
captain for a year or if the captain is working as an employee of the owner. Given the structure of
business arrangements within the halibut charter industry, enforcing a prohibition on permit leases
may be difficult.

7. Permit Endorsement for Number of Clients on Board

6 clients highest number on any trip in 2004 or 2005
uninspected (6-packs) vessels inspected vessels (but not less than 4)

new construction (uninspected or inspected vessels)  uninspected >100 gross tons ( “Super-T")
constructive loss™ constructive loss™

The intent of this issue is to limit the number of clients a vessel may carry.'' Six clients would be allowed
per trip for 6-pack vessels. Inspected vessels would be allowed to carry from 4 to the maximum number
of clients they carried on a trip in 2004 or 2005. Uninspected vessels greater than 100 gross tons would
also be limited to the maximum number of clients they carried on a trip in 2004 or 2005.

ADF&G charter logbook data do not differentiate between inspected and uninspected vessels. Since the
data do not identify whether a vessel was a 6-pack or some other type of vessel, it is not possible to
determine the maximum number of clients a vessel should be allowed to carry or provide an exact

® Depending on whether client demand for halibut trips increases over time and the rate of that increase, the moratorium could
prohibit the suppliers of charter trips from responding to client demand, even if transfers are allowed. The proposed structure of
the program will result in a decline in the maximum number of clients that can take a halibut charter trip, when permit holders do
not meet the annual trip requirements to keep their permit. However, it is anticipated that the supply of permits, and the resulting
number of trips that can be offered through those permits, will decline at a faster rate if transfers are not allowed. A more rapid
decline in the available supply of trips could cause the moratorium to become binding more quickly.

1° L_imited to the permit endorsement associated with the lost vessel.

U It should be noted that ADF&G staff have questioned whether the Council and NMFS have the authority to restrict the number
of clients a charter vessel may carry, because not all clients may be fishing halibut. They have suggested that this provision
should instead focus on the number of clients allowed to retain halibut on a charter trip.
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analysis of this alternative. In an attempt to approximate the intent of this option, the ADF&G Sportfish
Division provided data on the maximum number of clients that were reported on a trip for each vessel
from 1999 through 2005. That information was summarized and is reported in Table 1. During 2005, 15
vessels carried more than 6 clients on a trip in Area 2C; 95 vessels carried more than 6 clients on a trip in
Area 3A. Some logbooks did not report the number of clients on the vessel. Information from those
logbooks is reported in the “no client data” section of the table.

Table 1 Maximum number of clients per trip on each vessel during the years, 1999 - 2005
AREA 2C
Clients per trip  |Annual # of Trips _|/999 2000 2001 2002 2003 2004 2005
1t06 1 to 4 Trips 80 64 54 67 57 50 60
5 to 9 Trips 60 54 54 46 36 41 46
10 to 19 Trips 65 74 65 50 48 56 62
20 or More Trips 163 207 198 170 187 192 195
1 to 6 Total 368 399 371 333 328 339 363
7+ 1 to 4 Trips 3 1 2 1 2
5 to 9 Trips 2 3 1 2 1 1 1
10 to 19 Trips 2 1 2 3 3 3 2
20 or More Trips 13 9 9 6 7 14 10
7+ Total 20 13 13 11 13 19 15
No Client Data | 1 to 4 Trips 2 4 9 6
5 to 9 Trips 3 2
10 to 19 Trips 3 1
20 or More Trips 1 2
No Client Data Total 2 8 14 6 3
2C Total 388 412 386 352 355 364 381
AREA 34
Clients per trip  [Annual # of Trips [/ 999 2000 2001 2002 2003 2004 2005
1t06 1 to 4 Trips 39 31 29 34 34 32 41
5 to 9 Trips 40 42 43 39 44 25 44
10 to 19 Trips 57 52 60 59 60 58 46
20 or More Trips 206 269 256 220 209 244 219
1 to 6 Total 342 394 388 352 347 359 350
7+ 1 to 4 Trips 1
5to 9 Trips 5 1 2 1 3
10 to 19 Trips 10 2 3 3 3 1 7
20 or More Trips 85 54 60 35 33 41 85
7+ Total 101 57 63 38 38 43 95
No Client Data | 1 to 4 Trips 2 3 3 2 4 1
5 to 9 Trips 3 2 4 2
10 to 19 Trips 4 1 2 1 3
20 or More Trips 5 i 8 12 8 3
No Client Data Total 11 4 1 16 17 19 6
34 Total 454 455 452 406 402 421 451

Source: ADF&G logbook data, provided by the Sportfish Division.
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Table 2 provides additional detail on the maximum number of clients carried by vessels during the years
1999 through 2005. In Area 2C, between 7 and 9 clients were carried on 10 vessels during 2005; between
10 and 19 clients were carried on five vessels during 2005. During 2005, 50 vessels carried a maximum of
7 to 9 clients on a trip in Area 3A. Thirty-four vessels carried a maximum of 10 through 19 clients.
Finally, 11 vessels were reported to have carried more than 20 clients during 2005.

Table 2 Detailed breakout of the number of clients per trip, 1999-2005
Max. # of Number Area 2C Area 34
g:ire;:p of Trips 7999 2000 2001 2002 2003 2004 2005|1999 2000 2001 2002 2003 2004 2005
7-9 Clients 1 to 4 Trips 3 1 1 1 2 1

5t0 9 Trips 1 3 1 2 1 1 4 2 3

10 to 19 Trips 1 1 2 2 3 3 1 8 2 1 2 1 5

20 or More Trips |8 6 6 6 4 13 27 13 21 4 4 42
7-9 Clients Total 13 10 10 10 9 18 10 [40 15 21 5 8 10 50
10-19 Clients | 1 to 4 Trips 1

5to 9 Trips 1 1 1 1

10 to 19 Trips 1 1 2 2 1 2

20 or More Trips |4 2 2 1 3 51 31 29 22 22 23 32
10-19 Clients Total 6 2 2 1 1 5 54 31 31 24 23 24 34
20+ Clients 1 to 4 Trips

510 9 Trips 1

10 to 19 Trips 1 1 _

20 or More Trips |1 1 1 3 7 10 10 9 7 9 11
20+ Clients Total 1 1 1 1 3 7 11 11 9 7 9 11

Source: ADF&G logbook data, provided by the Sportfish Division.

In Area 2C, only 6 rods are allowed to be fished at any given time on halibut charter vessels, but more
than 6 clients may be on the vessels if the vessel is permitted to carry them. ADF&G staff know of
vessels that carry more than 6 clients when only six lines are fished at one time. Area 2C vessels could be
allowed to continue carrying more than six clients, but only allowed 6 to fish at one time, or they could be
limited to only carrying 6 clients at one time. Limiting the number of clients that a vessel is allowed to
carry could reduce revenues for owners that base their business plan on carrying more than 6 clients but
allowing only 6 to fish at one time.

Given the lack of information on inspected and uninspected vessels, the Council will need to define
how many clients a vessel will be allowed to carry.

8. Permits may be stacked'"

More than one permit may be assigned to a vessel. The advantage of assigning more than one permit to a
vessel is that it would allow the vessel to carry the number of passengers equal to the aggregate number of
clients that the permits are endorsed to carry. For example, a vessel that had three permits that are each
permitted to carry 6 clients would be allowed to carry up to 18 clients, if the U.S. Coast Guard and the
State of Alaska licensed the vessel and captain for that activity.

The Council should state its intent whether stacked licenses are permanently joined together, or if
they can be separated and moved to other vessels with the characteristics they were initially issued.

12 A business can use, for example, two 6-packs license endorsements on one “Super-T" vessel.
13 Staff requests clarification from the Council as to whether once a permit is stacked, it is always stacked with the other permit(s)
or whether the permit must continue to denote its original endorsement.
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If they are permanently joined together they could only be used on one vessel at a given time. Stacking
permits would reduce the number of vessels that may carry clients, but it would not reduce the total
number of clients that could be carried.

9. Evidence of participation - ADF&G logbook entry with bottomfish statistical area, rods, or boat
hours

ADF&G logbook entries with bottomfish statistical area, rods, or boat hours were used to generate the
data provided in this document. Information on actual halibut fishing effort is not available through the
logbook program. Bottomfish data was used because it is the closest proxy for halibut effort that is
available.

10. Qualifying years - Require a business to have client activity for bottomfish effort as reported in
ADF&G logbook in 2004 or 2005 and participation in year prior to implementation (unless
unavoidable circumstance occurred), with a minimum number of bottomfish trips© (1, 5, 10, or 20) to
demonstrate bottomfish activity

Option 1:  “unavoidable circumstances "1 clause would be adjudicated on a case by case basis
through the NOAA Fisheries Office of Administrative Appeals.

Option 2:  under construction as of December 9, 2005 and must have at least 1 year of ADF&G
halibut/bottomfish logbook activity from 1998-2005.

Data reported under this issue are by both the number of businesses and vessels that would qualify based
solely on participation reported in 2004 or 2005 ADF&G logbooks. The information presented does not
account for the requirement that entities must have participated in the year prior to program
implementation. When that data becomes available and is applied to the qualification requirement, the
number of qualified vessels and businesses are expected to decline. The number of entities that will not
qualify because of that provision cannot be predicted, so estimates of the actual number of permits that
would be issued cannot be calculated.

The Council should clarify how the minimum landing criteria is defined. Two options' have been
identified as the possible meaning of this option.

1) A permit would be issued to the licensed business owner for each vessel that met the minimum
requirement of 1, 5, 10, or 20 bottomfish logbook trips in 2004 or 2005, and participation in the
year prior to implementation; or

2) Each licensed business owner that reported a minimum of 1, 5, 10 or 20 bottomfish logbook
trips during 2004 or 2005, and had participation in year prior to implementation, would be
issued a permit for each vessel they currently own and operated during the qualifying year(s).

The obvious difference between the two definitions is whether the trips accumulate at the vessel or business
level. The two are only different when a business operated more than one vessel during the qualifying
period or switched vessels after 2005 and before the year prior to implementation of the proposed program.

14 To address medical emergencies, military exemptions, and constructive losses on a case by case basis.

15 During the October Committee Meeting a third option was identified. Information on the impact of that method of calculating
whether a vessel met the minimum trip criteria is also included in the tables. That method would allow a permit to be issued if the
licensed business owner reported a sufficient number of trips in logbooks. For example, if a business reported 60 trips for all their
vessels in a year during the qualifying period they could qualify up to 3 vessels at the 20-trip requirement, 6 vessels at the 10-trip
requirement, and 12 vessels at the 5-trip requirement. The number of permits issued depends on the number of vessels for which
the business submitted logbook entries. So, if a business had 60 trips but only used two vessels, they would only be issued two
permits.
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For example, if a business operated more than one vessel (two vessels that each reported 8 trips in 2004 and
2005) and the minimum trip requirement was 10 bottomfish trips in 2004 or 2005, then no permits would be
issued under the first interpretation. Under the second interpretation, two permits would be issued to the
business if it still owns both vessels. So, in cases where a business operated more than one vessel, the
second alternative could increase the number of permits that would be issued. That option would also
benefit businesses that changed vessels during the year (only operated one at a time), since the catch of all
vessels would count toward qualification (e.g., and two permits could be issued).

No information is available on the impact of the option “allowing vessels under construction as of
December 9, 2005 and must have at least 1 year of ADF&G halibut/bottomfish logbook activity from 1998-
2005” to qualify for the program. It is assumed that the one year of ADF&G halibut/bottomfish
logbook activity refers to the owner and not the vessel. So, if the vessel owner reported one year of
activity from 1998 - 2005, then the vessel under construction would be issued a permit. This option does not
address whether the owner had to report a minimum number of trips during the year(s) they were active.
The Council should provide rationale for allowing hardship cases to qualify with fewer trips than the
other participants’ minimum trip requirements.

Data in Tables 3 through 7 provide estimates of the number of businesses that would qualify and the
number of permits that would be issued or the change in number of permits or businesses based on the
option selected. None of the tables account for the requirement that a vessel or business reports
bottomfish activity during the year prior to implementation.

Table 3 reports estimates of the maximum number of permits that could be issued to businesses under each
of the three options (recall that information is reported for the Committee recommendation in addition to
the two options described above) for determining the number of trips taken. The number of businesses and
vessels in Area 2C that made at least 1 trip is more than twice the number that took 20 or more trips. A total
of 447 businesses had at least one bottomfish trip, while 206 businesses made 20 or more trips. About 60
businesses drop out of the table between the 1 and S trip levels and the 5 and 10 trip levels.

A total of 855 vessels made at least one bottomfish trip in Area 2C, based on logbook reports, during 2004
or 2005. A total of 447 businesses reported logbook data on those vessels. Of those 855 vessels, 483 made
20 or more trips. Under Option 1, approximately 120 permits drop out between each step in the number of
trips required. If permits were issued based on the maximum number of trips reported by the business in one
year during the qualifying period, which would qualify all the vessels that made a trip during the qualifying
period (Option 2), then the range of permits issued would be from 885 to 635. The number of permits that
would be issued under Option 2 is greater than Option 1 for each threshold that requires more than one trip.
Under the 20 or more trip threshold, the difference is 152 permits, and the number declines as the number of
trips required is reduced. The number of permits issued under the Committee’s recommendation
(“Committee Option”) always falls between Option 1 and Option 2 when more than 1 trip is required, but
the number is closer to Option 2.

Area 3A has more businesses that reported 1 bottomfish trip than Area 2C, but fewer vessels. A total of 520
businesses and 709 vessels reported bottomfish trips in 2004 or 2005. About 68 percent of those businesses
(354) and 67 percent of those vessels (476) made 20 or more trips. These data indicate that 3A vessels, on
average, take more trips than 2C vessels.
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Table 3

Permits and businesses based on total vessels used during the qualifying period

Number of Trips  |Permits Issued Based on  |Permits based on Total Committee Option
Required Trips by Each Vessel Trips by Business (Defined at its October
(Option 1 above) (Option 2 above) 2006 meeting)
Permits |Businesses |Permits |Businesses _|Permits |Businesses
Area 2C
1 or More Trips 855 447 855 447 855 447
5 or More Trips _ [720 377 783 383 77 383
10 or More Trips 601 316 725 330 681 330
20 or More Trips 1483 246 635 258 553 258
Area 3A
1 or More Trips 709 520 709 520 709 520
5 or More Trips __ |640 471 658 471 653 471
10 or More Trips  |574 423 610 426 596 426
20 or More Trips  [476 354 534 360 502 360

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.

Table 4 shows the changes in the maximum number of permits that could be issued under the various
options being considered. Compared to the Committee Option for Area 2C, Option 1 would result in 51,
80, and 70 fewer permits at the 5 or more, 10 or more, and 20 or more trip requirement levels,
respectively. The decrease in the number of business operators that would be issued a permit(s) would be
up to 14. In Area 3A, the maximum number of permits that could be issued in 3A could be reduced from
13 to 26, if 5 or more trips are required.

Table 4 Change in the potential number of permits issued relative to the
Committee Option
Number of Trips  |Option 1 minus Option 2 minus
Required Committee Option Committee Option
Permits |Businesses Permits |Businesses

Area 2C

1 or More Trips 0 0 0 0

5 or More Trips -51 -6 12 0

10 or More Trips -80 -14 44 0

20 or More Trips -70 -12 82 0
Area 3A

1 or More Trips 0 0 0 0

5 or More Trips -13 0 5 0

10 or More Trips -22 -3 14 0

20 or More Trips -26 -6 32 0

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.

The maximum number of permits that could be issued, if Option 2 is implemented, compared to the
Committee Option, would increase by up to 82 in Area 2C. In Area 3A, the number of permits could
increase by up to 32. The number of businesses would not change, because the criteria for both options
are based on the number of trips a business reported in logbooks. Either option would result in the
business qualifying for at least one permit, but the number of permits issued to the business could be
reduced. For example, a business reported trips in logbooks for 2 vessels: one vessel took 20 trips and the
other vessel took 10 trips. The trip threshold selected to qualify for a permit is 20 or more trips. Under
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Option 2, the business would be issued two permits; under the Committee Option the business would be
issued one permit. Two permits would be issued under Option 2 because the business had 30 trips total
and two vessels were reported to take trips. Option 2 allows all vessels operated by the business to qualify
for a permit if the business met the minimum trip requirement.

In contrast, only one permit would be issued under the Committee Option, because the business must
have a minimum of 20 trips for each vessel. In order for the business to have received two permits under
the Committee Option, it would need to have reported at least 40 trips in total (20 trips x 2 vessels = 40
required trips by the business). However, one vessel could have made 30 trips and the other vessel could
have made 10 trips in order to meet this threshold and receive two permits.

Table 5 reports the maximum number of permits that could be issued if the number of permits issued to a
business is limited to number of vessels that fished in one year during the qualifying period. Businesses
may have used different vessels in 2004 and 2005 for a variety of reasons. The question this table
addresses is: should a business be issued 2 permits because it used a different vessel in 2004 than
2005? For example, a business took 50 trips in 2004 with vessel “A” and 60 trips in 2005 with vessel
«B». In Table 3, the business would be issued 2 permits. In Table 5, only 1 permit would be issued.
Which of these interpretations is the Council’s intent?

Table 5 Potential number of permits and businesses based on maximum number of
vessels used any year during the qualifying period

Number of Trips  |Permits Issued Based on|Permits based on Total|{Committee Option
Required Trips by Each Vessel Trips by Business
(Option 1) (Option 2)
Permits  |Businesses |Permits __|Businesses _|Permits |Businesses
Area 2C
1 or More Trips 772 447 772 447 772 447
5 or More Trips 645 377 705 383 702 383
10 or More Trips__ {540 316 650 330 623 330
20 or More Trips {433 246 564 258 504 258
Area 3A
1 or More Trips __ |669 520 669 520 669 520
5 or More Trips 596 471 620 471 618 471
10 or More Trips 1535 423 574 426 568 426
20 or More Trips __ {444 354 503 360 488 360

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.
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Table 6 reports the change in the number of permits and businesses when Option 1 and 2 are compared to
the Committee Option and the number of permits is limited to the maximum number of vessels that fished
in one year during the qualifying period. The changes follow trends similar to those reported in Tables 3
and 4.

Table 6 Change in the number of permits issued relative to the
Committee Option
Number of Trips  |Option 1 minus Option 2 minus
Required Committee Option Committee Option
Permits  |Businesses |Permits _ |Businesses

Area 2C

1 or More Trips 0 0 o | 0

5 or More Trips -57 -6 3 0

10 or More Trips -83 -14 27 0

20 or More Trips -71 -12 60 0
Area 3A

1 or More Trips 0 0 0 0

5 or More Trips -22 0 2 0

10 or More Trips -33 -3 6 0

20 or More Trips -44 -6 15 0

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.

Fewer permits will be issued if the maximum number of permits issued to a business is limited to the
number of vessels used in one year during the qualifying period. Table 7 reports the change in number of
permits issued when Tables 3 and 5 are compared. Restricting the number of permits a business could be
issued to the maximum number of vessels they used in one year during the qualification period would
reduce the number of permits by 83 to 49, under the Committee Option. Similar trends are shown under
the other two options.

Table 7 Additional permits that could be issued by allowing all vessels used during the
qualifying period to generate a permit versus the maximum number of vessels
used in any one year

Number of Trips {Change in Potential Change in Potential Change in Potential

Required Number of Permits Number of Permits Number of Permits

(Option 1) (Option 2) (Committee Option)
Permits |Businesses __ |Permits _|Businesses |Permits _|Businesses
Area 2C

1 or More Trips |83 0 83 0 83 0

5 or More Trips |75 0 78 0 69 0

10 or More Trips |61 0 75 10 58 0

20 or More Trips |50 0 71 (] 49 0

Area 3A

1 or More Trips |40 0 40 0 40 0

5 or More Trips |44 0 38 0 35 0

10 or More Trips|39 0 36 0 28 0

20 or More Trips|32 0 31 0 14 0

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.

Moratorium discussion paper — December 2006




11. Permit holder must annually renew permit and have minimum activity equal to preferred alternative
16,17
under Issue 10"

Option. Except under “unavoidable circumstances " clause that would be adjudicated on a

case by case basis through the NOAA Fisheries Appeals Division

Annual permit renewals are expected to reduce the number of permits that are available. Persons owning
a permit that provides a sufficient number of guided halibut trips in the future will meet the annual
renewal requirement. Those that do not meet the requirement will forfeit their right to the permit. It is not
possible to determine how many permits will not be renewed in the future. It is assumed, however, that
some percentage of people that know that they will not meet the minimum activity requirement in a given
year will sell the permit prior to it being forfeited to NOAA Fisheries.

This issue does not address how the minimum activity is calculated, as under Issue 10. For a
business that owns a single vessel, the calculation is obvious. The vessel and the business each have
the same number of trips and that number must be equal to or greater than the minimum number
selected under Issue 10. However, if a business owns three vessels, must all three vessels meet the
minimum trip requirement in Issue 10, or does just the business need to meet the minimum trip
requirement? Does the trip requirement change if the permits are “stacked” as allowed under Issue
8?

In cases where the permit holder could not make the minimum number of trips due to “unavoidable
circumstances,” the NOAA Fisheries Office of Administrative Appeals will hear the case to determine
whether he must forego the permit. These hearings will increase the number of cases that the Office of
Administrative Appeals will need to act on annually, and increase the costs of the program. The amount
that costs will increase will depend on the number of cases that must be heard each year and the average
cost to administer each case.

12. Use caps'®, with grandfather”® provision

uninspected vessels: inspected and uninspected (>100 gt) vessels:
Option 1. 1 permit Option 1. 1 permit

Option 2. 3 permits Option 2. 2 permits

Option 3. 10 permits Option 3. 3 permits

ADF&G data do not contain information on whether a vessel was inspected, uninspected, or uninspected
and >100 gross tons.”® Because the data are not currently available, information is presented on the
number of vessels per business, without regard to the type of vessel. The Council should reconsider this
use cap issue as written because it cannot be analyzed. If the Council elects to proceed with the
alternative as written, NOAA Fisheries will need to collect vessel class information, perhaps as part
of its permitting process, to enforce the proposed caps.

Should the Council proceed with the alternative as written, the Council must state its intent
regarding whether the use cap options for uninspected vessels are mutually exclusive or additive
with the use cap options for the inspected and uninspected (>100gt) vessels. In other words, if
Option 3 is selected for both types of vessels, can an owner own 10 uninspected vessel permits and 3

16 Non-renewed permits would be available for communities under Issue 13, Option 3.

17 permits could not be renewed if allowed to lapse (due to holder’s inaction or because minimum activity was not met).

18 Staff interprets the proposed use caps as not additive across both areas and vessel categories (inspected and uninspected), i.e.,
up to 3 permits could be for uninspected vessels.

19 A business whose permit is endorsed in excess of the permit limit maintains that exemption for those that remain in its control
after others are sold, but those sold vessels lose that grandfather status in perpetuity. Grandfathered vessels that are sold in total
when a business owner sells his entire business/fleet maintain that grandfathered status.

2parsonal communication, ADF&G staff.
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inspected vessel permits? Or must the owner choose which type of vessels they want to operate and
be limited by the 10 uninspected vessel permits or the 3 inspected vessel permits?

Table 8 reports the number of permits per business in Area 2C if all vessels used during the qualifying
period were eligible to earn a permit. This table provides information on the total number of businesses
that could be issued multiple permits. In Area 2C, if only one trip is required to qualify for a permit, 9
businesses are estimated to earn 10 or more permits under the Committee Option. A total of 29 businesses
would earn 5 or more permits. Increasing the required number of trips to 20 or more would result in 26
businesses receiving 5 or more permits. Six businesses would earn 6 or more permits.

Under Option 1, 9 businesses at the 1-trip level and less than 4 businesses at the 20-trip level would eam
10 or more permits. The number of businesses that would earn 5 or more permits is 29 at the 1-trip level
and 19 at the 20-trip level. Finally, under Option 2, 29 businesses would earn 10 or more permits at the 1-
trip level. At any of the trip levels, 9 businesses would earn 10 or more permits.

Table 8 Number of permits per business in Area 2C
Option Permits per 1+Trip 5+ Trips 10+ Trips 20+ Trips
Business
Committee Option 1 311 259 221 172
2 79 70 60 40
3 18 15 11 9
4 10 11 10 11
5 10 10 10 10
6to7 7 6 6 6
8t0 9 * * 4 4
10to 15 * * 4 *
16+ 6 6 4 *
Committee Option Total 447 383 330 258
Option 1 1 311 267 225 172
2 79 60 45 29
3 18 12 10 15
4 10 13 11 11
5 10 8 12 9
6to7 7 6 7 6
8 to 9 * * * *
10to 15 * 6 * *
16+ 6 * * *
Option 1 Total 447 377 316 246
Option 2 1 311 254 206 149
2 79 73 68 56
3 18 17 17 14
4 10 10 10 10
5 10 10 10 10
6t07 7 7 7 7
8 to 9 * * * *
10to 15 * * * *
16+ 6 6 6 6
Option 2 Total 447 383 330 258

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.
Cells marked with an * contain less than four businesses.
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Table 9 provides information on the number of permits per business for Area 3A. No business would
earn more than 7 permits. Ten businesses would eamn 5 or more permits under each option at the 1-trip
level. At the 20-trip level, 8, 6, and 10 businesses would earn 5 or more permits under the Committee
Option, Option 1, and Option 2, respectively.

Table 9 Number of permits per business in Area 3A
Option Permits per 1+Trip 5+ Trips 10+ Trips 20+ Trips
Business
Committee Option 1 409 365 327 279
2 70 67 64 51
3 20 18 14 12
4 11 11 11 10
5 4 4 5 *
6to7 6 6 5 *
Committee Option Total 520 471 426 360
Option 1 1 409 371 330 275
2 70 65 66 60
3 20 15 8 4
4 11 11 11 9
) 4 4 4 *
6to7 6 5 4 *
Option 1 Total 520 471 423 354
Option 2 1 409 362 320 261
2 70 68 65 61
3 20 20 20 17
4 11 11 11 11
5 4 4 4 4
6to7 6 6 6 6
Option 2 Total 520 471 426 360

Source: ADF&G logbook data provided by Sportfish Division for 2004 and 2005.
Note: These estimates do not account for trips also being required in the year prior to implementation.

Cells marked with an * contain less than four businesses or are masked to protect the confidentiality of another cell.
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Community provisions in the proposed moratorium (limited entry) program: Issue 13

As discussed in the previous section, the Council has approved two alternatives for the halibut charter
moratorium analysis: Alternative 1) no action; and Alternative 2) implement a limited entry permit
program (moratorium) for the charter sector (using a control date of 12/9/05). Alternative 2 currently
includes three options to specifically provide for community participation in the halibut charter limited
entry program under Issue 13. The following three options are not mutually exclusive; the Council
could choose any or all of the options at final action.

Issue 13. Community provisions for Area 2C and 34 communities previously identified under
GOA FMP Amendment 66
Option 1.  Community Quota Entities ( CQE)*' may purchase limited entry permits.
Area 2C — use cap of 5 permits per community
Area 34 — use cap of 10 permits per community

Option 2. A CQE representing a community which has <10 active charter businesses with their
primary place of business in the community, may request a limited entry permit on
behalf of a community resident.

Area 2C - use cap of 3 permits per qualified community
Area 34 - use cap of 5 permits per qualified community

Option 3. CQEs may request non-renewed limited entry permits as defined under Issue 11 on a
. 2
“first come, first served” basis.”

At its June 2006 meeting, the Council included the above options in the moratorium analysis, noting that
staff should provide a discussion paper at a subsequent meeting to: 1) provide additional information as to
whether inclusion of the community options would delay analysis or implementation of the halibut
charter moratorium, and/or 2) request clarification of any of the options. This paper outlines several
general and specific issues that require clarification by the Council, the summary of which is at the
end of this paper. If these issues can be addressed in a timely fashion, it does not appear that the
community provisions would delay the development or implementation of the moratorium.

Note also that the Charter Halibut Stakeholder Committee recommendations on this issue are
provided in the Committee minutes and also summarized at the end of this paper.

General Issues
Goal of the community provisions

The Council should clarify the overall goal of the community provisions, in order to guide
development of the program options. The primary question relates to who the Council is intending to
benefit with the proposed options. The problem statement notes that the purpose of the moratorium is to
limit entry into the growing halibut charter industry in Areas 2C and 3A. In June, the Council discussion
on the community options focused on the fact that while Area 2C and 3A harvest has been steadily
increasing, there are several small, rural communities not located on the road system in both areas that do
not have a fully developed halibut charter industry. The charter industry continues to be relatively
concentrated in and around a small number of larger coastal communities. In Area 2C, the vast majority

of charter businesses reported Sitka (112), Juneauw/Auke Bay (53), Ketchikan (43), Petersburg (37), or

2155 defined in regulation at 50 CFR 679.2 and GOA FMP Amendment 66.
2These permits would derive from a much more limited pool of vacated limited entry permits by permit holders who did not
renew them.
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Craig (30), as the port of landing in 2005. In Area 3A, in 2005, most charter businesses list the port of 7~
landing as communities on the Kenai Peninsula, primarily Homer (149), Deep Creek/Ninilchik (95), '
Seward (89), and Anchor Point (49), or Valdez (38).” Businesses reporting the port of landing in these
communities comprise over 63% of the total number of businesses reporting bottomfish trips in 2005 in
Areas 2C and 3A combined.

Recognizing that substantial growth in the industry has been limited to relatively few communities,
businesses in these communities would likely receive the great majority of limited entry permits allocated
under the proposed moratorium program. The community provisions are intended to ‘keep the door open’
for those rural, small communities that have very few alternative economic opportunities, to develop or
further develop charter operations in those areas. Allowing communities to receive halibut charter permits
(‘gifted’ permits) removes an economic barrier for communities with undeveloped or under-developed
charter industries to participate in the halibut charter industry.

Given the above, the Council should clarify the intended beneficiaries of the community options. For
example, is the Council attempting to limit benefits to residents of small, under-developed charter
communities by allowing them to receive a charter permit through a nonprofit community entity? Or is
the Council attempting to benefit communities by encouraging or allowing new businesses to operate
out of small rural communities that have under-developed halibut charter industries? While some of the
Council’s previous programs have tied benefits to residency of an eligible community, this may not be the
primary objective of the moratorium program. This issue is discussed in more detail under Option 2.

Use of the Community Quota Entity and Amendment 66 Communities

Note that in all of the above options, staff assumes that the Community Quota Entity (CQE) is the -~
holder of the permit, whether the permit is purchased by or given to the entity. In effect, the CQE ‘
would be issued the permit and would designate a skipper with a USCG license to take clients halibut

charter fishing, similar to any other business. Thus, the CQE would remain the holder of the permit. CQE

is a term of art created under GOA Amendment 66, for purposes of the commercial halibut and sablefish

IFQ Program. Under that amendment, specified Gulf communities can form CQEs for the purpose of
purchasing, holding, and using commercial halibut and/or sablefish catcher vessel quota share. CQEs are

defined in Federal regulations (50 CFR 679.2) as follows:

Community quota entity (CQE) (for purposes of the IFQ Program)** means a non-profit
organization that:

(1) Did not exist prior to April 10, 2002;

(2) Represents at least one eligible community that is listed in Table 21 of this part; and,

(3) Has been approved by the Regional Administrator to obtain by transfer and hold QS, and to
lease IFQ resulting from the QS on behalf of an eligible community.

While GOA Amendment 66 included Gulf communities in Areas 2C, 3A, and 3B, the proposed
moratorium program is limited to Areas 2C and 3A. Under Amendment 66, there are 21 eligible
communities in Area 2C and 14 in Area 3A (see Table 10). Of those, four communities in Area 2C
(Craig, Hydaburg, Pelican, Hoonah) and three communities in Area 3A (Ouzinkie, Larsen Bay, Old
Harbor) have approved CQEs to date.

2 ADF&G logbook data, 2005. Active business is defined as a business reporting at least one charter bottomfish trip. The same

communities are reported as the most common ports of landing in 2004. Famn
2Erom 50 CFR 679.2: “IFQ program means the individual fishing quota program for the fixed gear fisheries for Pacific halibut

and sablefish in waters in and off Alaska and governed by regulations under this part.”

Moratorium discussion paper — December 2006 16



a

While the CQE concept is currently applicable only to the commercial IFQ Program, use of the CQE
system in the community options for the halibut charter moratorium is intended to streamline analysis and
implementation. The primary advantage is that the CQE structure and the communities that may be
represented by CQEs are already defined in Federal regulation, thus, some of the fundamental hurtles
associated with developing such a program would already be met. There may exist concerns that the
communities eligible to form a CQE were evaluated against criteria formulated specifically for the
commercial halibut and sablefish sector, and that these same communities would not represent under-
developed charter ports.

Eligible communities under Amendment 66 must have met the following criteria: recognized by the U.S.
Census;? population of greater than 20 but less than 1,500 according to the U.S. Census; not be
connected to a larger community on the road system; located on the coast of the Gulf of Alaska; have a
commercial landing of either halibut or sablefish by a resident between 1980-2000 according to
Commercial Fisheries Entry Commission data for permit and fishing activity; and be listed in Table 21 to
Part 679 of Federal regulations. Thus, while the commercial participation and landings threshold is rather
broad, it does not account for charter activity.

However, the intent is that the Am. 66 eligible communities represent the starting universe of
potentially eligible communities under the charter moratorium options. In addition to being listed as
an eligible community in Table 21 to Part 679, a community must have formed a CQE under the laws of
the State of Alaska® and had its application to represent the community approved by NMFS. Under
Option 2 of the community charter moratorium options, 2 community must meet additional criteria
intended to narrow the universe of eligible communities to those that do not have a developed charter
industry (i.e., less than 10 active charter businesses). Thus, while the Am. 66 criteria may not represent an
exact fit for the charter sector, the additional criteria in Option 2 is intended to further focus the provision
on those small, rural communities that do not have an extensive associated charter industry.

Should the Council deviate from using the Am. 66 communities as the starting point to determine
eligibility under the moratorium options, it could require substantial additional data and staff time to
evaluate eligibility. However, using the Am. 66 communities as a starting point does not preclude the
Council from proposing other criteria that the Council determines may better define an
‘underdeveloped charter port.’ Two of the primary policy decisions under the community provisions
are related to the definition of an ‘active’ charter business and the criteria for determining what constitutes
an ‘underdeveloped charter port.’

For example, analysts currently provide the number of active charter businesses reporting ports of landing
in the Amendment 66 communities, in order to show how many Amendment 66 communities meet the
criteria of having had ten or more active charter businesses terminating trips in the community in either
2004 or 2005 under Option 2. In effect, the Council motion currently uses ten or more charter
businesses as the dividing line between communities that have an established charter industry and
those that do not. In addition, ‘active’ is currently defined in the Council motion as businesses with 20
or more charter bottomfish trips per year; however, the data provided show the number of active
businesses by port of landing if ‘active’ is defined as businesses with >1, =5, >10, or >20 charter
bottomfish trips per year. The Council and the public will thus also be able to evaluate how many
communities would meet alternative thresholds (e.g., no active businesses, five active businesses, etc,
combined with various criteria to define ‘active’). This issue is discussed in more detail in a subsequent
section on eligible communities.

25This means that the U.S. Census would identify the community as a city or census designated place (CDP).

%Each CQE must be a non-profit entity incorporated under the laws of the State of Alaska, with the exception of Metlakatla,
which may be incorporated under tribal authority due to its status as an Indian Reservation, which is incorporated under Federal
law.
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Issues under Option 1

Option 1.  Community Quota Entities (COE)”” may purchase limited entry permits.
Area 2C — use cap of 5 permits per community
Area 34 - use cap of 10 permits per community

Option 1 would allow a CQE to purchase a limited entry permit, subject to a use cap of 5 permits per Area
2C community and 10 permits per Area 3A community. As stated previously, there are 21 eligible
communities in Area 2C and 14 in Area 3A. Thus, at a maximum, CQEs located in Area 2C could
purchase 105 charter permits and CQEs in Area 3A could purchase 140 permits. Note, however, that only
four communities in Area 2C and three communities in Area 3A have approved CQEs to date.

One primary feature of the charter moratorium program is that permits may be held by U.S.
citizens or U.S. businesses with 75 percent U.S. ownership. Thus, because permits can be held by
businesses as well as natural persons, and because permits may be transferred, CQEs would
already be eligible to receive permits by transfer under the moratorium program, without a
specified provision to do so. As long as a CQE (see regulatory definition above) is 75 percent U.S.
owned, it would be eligible to purchase and hold a permit, similar to any other U.S. business located in
any community. While “business” is not defined in the Council’s motion, it is assumed that U.S. citizen
would be defined for the charter moratorium program similarly to how it is defined for the IFQ program.
For example: (a) any individual who is a citizen of the United States at the time of application for the
permit; or (b) any corporation, partnership, association, or other entity that is at least 75 percent U.S.
owned. Under this type of definition, CQEs would be included as eligible to receive permits by transfer, if
they were at least 75 percent U.S. owned.

Given the above, the only reason to include Option 1 under the community provisions may be to
specify use caps applicable to CQEs that are different from those applicable to every other
individual or U.S. business. Option 1 provides for use caps of 5 permits and ten permits per Area 2C and
Area 3A community, respectively. Thus, if a CQE represented two communities located in Area 2C, it
would be limited to purchasing 10 moratorium permits on behalf of those communities. The use caps
proposed for every other permit holder (individual or business) are 1, 5, or 10 permits for uninspected
vessels and 1, 2, or 3 permits for inspected vessels, notwithstanding the grandfather provisions. While the
range proposed in the overall moratorium program encompasses the use caps proposed to apply to a CQE,
the current structure of the motion would allow the Council to select different use caps for all other permit
holders than apply to a CQE. The Council could thus choose more, less, or equally restrictive use caps for
all other permit holders, compared to those applicable to CQEs in Area 2C. The Council could also
choose more or equally restrictive use caps for all other permit holders compared to those applicable to
CQEs in Area 3A. Note that regardless of the use cap selected for CQEs, other entities located in the CQE
communities could also purchase a moratorium permit for use in the community. The use caps under
Option 1 only apply to permits purchased by a CQE.

Note also that staff assumes that the use caps specified in Option 1 apply regardless of the type of
vessel designated on the permit. For instance, a CQE representing a community in Area 2C is subject to
a use cap of 5 permits in total, regardless of whether they are for use on inspected vessels, uninspected
vessels, or a combination of the two. The Council should clarify if this interpretation is incorrect.

Finally, it is assumed that the CQE would use the permit similar to any other business. The CQE would
purchase the charter permit on the open market and retain an individual with the necessary U.S. Coast
Guard license to operate a charter vessel. Under the general rules of the moratorium program, ownership
of a vessel is not required for a business to hold a moratorium permit. The CQE and the charter captain

275 defined in regulation at 50 CFR 679.2 and GOA FMP Amendment 66.
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would likely develop 2 private contract, but the CQE would not be required to own a vessel or lease the
moratorium permit in order to use the privilege. Note that leasing (annual transfer) is not allowed under
the moratorium program.

Note also that Option 1 does not require that the individual designated on the CQE’s charter permit to
operate the vessel and conduct charter trips: 1) be a resident of the community, or 2) conduct the trip out
of the community’s port. Under the commercial IFQ Program, a CQE has the special status of an entity
(as opposed to an individual) that can receive catcher vessel quota share by transfer. This beneficial status
comes with certain burdens to which the CQE is subject (e.g., requirement to lease the quota to a
community resident; submitting annual reports, etc.). However, under the charter moratorium program,
permit holders may be natural persons or businesses or other entities, and thus, there is no natural
advantage conveyed by allowing CQEs to hold and use a charter permit. In that sense, there is no apparent
rationale for establishing additional restrictions on the use of charter permits purchased by CQEs.

Issues under Option 2

Option 2. A CQE representing a community whieh-has-<10-active-charter-businesses-with-their
4 : 3 2 ity in which less than 10 active charter businesses
terminated trips, may request a limited entry permit on behalf of a community resident.
Area 2C — use cap of 3 permits per qualified community
Area 34 - use cap of 5 permits per qualified community

The first several issues raised under Option 2 are primarily technical or program design clarifications.
First, as originally written, Option 2 would allow a CQE representing “a community which has <10
active?® charter businesses with their primary place of business in the community,” to request a
moratorium permit from NMFS. However, ADF&G does not record the community in which the charter
business is located or the residency of the operator; rather, it reports the port of landing. Due to these
data limitations, staff recommends that the Council revise Option 2 as provided above: “A CQE

representing a community in which less than 10 active charter businesses terminated trips, may
request a limited entry permit...”

In consulting with ADF&G staff, this change may also better reflect the intent of the option proposed.
The intent of Option 2 appears to be to mitigate effects of a moratorium on small, rural communities with
under-developed halibut charter ports and few alternative economic opportunities, by allowing CQEs to
receive permits on behalf of eligible communities. The intent of the criterion (less than 10 active charter
businesses) is thus to prohibit communities that already have a specified level of charter activity from
being eligible to receive a permit, regardless of whether the charter activity is generated by a business
physically located in the community or by a business that is physically located elsewhere but operates in
and out of the community’s port. For example, the revised language would mean that both businesses
physically located in Seldovia and businesses physically located in Homer but that operate out of
Seldovia (i.e., terminate the trip in Seldovia) would count toward the threshold of “<10 active charter
businesses” when determining the CQE communities that are eligible to request a permit from NMFS.

In addition, note that ADF&G reports nearly 200 ports of landing, many of which are not associated with
a geographic community (e.g., remote lodges) and others whose community association is not well
defined (e.g., named bays). ADF&G staff evaluated the data summaries provided to the Council to
determine: 1) the correct number of charter trips associated with each of the 35 CQE communities in
order to evaluate which communities met the <10 active charter business threshold in Option 2; and 2)
whether there are communities that are similarly situated (i.e., met the Am. 66 geographic and population

%The Council motion defines “active” as 20 or more charter bottomfish trips per year.
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criteria) that would be excluded under Option 2 (and/or Option 3), because they are not Am. 66
communities.

Second, the Council should identify the years on which the threshold under Option 2 is based. The
general qualifying years under Alternative 2 to receive a moratorium permit by initial issuance are 2004
or 2005, and the year prior to implementation. Option 2 could be applied such that a community
would qualify to request a permit if it had less than 10 active charter businesses terminating trips in
the community in each of the years 2004 and 2005. In effect, if twelve businesses terminated trips in
the community in 2004 and five businesses terminated trips in the community in 2005, the community
would not qualify for this provision and would not be allowed to request a moratorium permit. This
approach represents staff’s default at this time; the Council should clarify if a different threshold is
preferred. For instance, the Council could establish that a community that has less than 10 active
charter businesses terminating trips in the community in either 2004 or 2005 qualifies to receive a
permit under Option 2.

Third, staff requests clarification on the applicability of the use caps. The use caps under Option 2

are: 3 permits for each Area 2C community and 5 permits for each Area 3A community. The Council
should clarify the following:

e Do the use caps under Option 2 include or exclude any charter permits that the CQE may have
purchased under Option 1? Staff currently assumes there are separate use caps for purchased
permits versus requested permits, and that the use cap on permits purchased by CQEs is the same
as the cap that applies to all other businesses in the moratorium program.

e Do the use caps under Option 2 include or exclude any non-renewed limited entry permits that the
CQE may have received under Option 3? (Staff default is to assume that the use caps under
Option 2 include any non-renewed permits received, as Option 3 only identifies a specified pool
of permits that may be given to, as opposed to purchased by, a CQE.)

Fourth, staff assumes the following about the use of the permit under Option 2:

e Upon verification that the CQE was qualified, NMFS would distribute the requested permit to the
CQE, without further criteria for qualification.””

e The halibut charter permit issued to a CQE under Option 2 would be designated for the area
(Area 2C or 3A) in which the community represented by the CQE is located.

e  The halibut charter permit issued to a CQE under Option 2 would be endorsed for six clients (i.e.,
6-pack).

e The CQE could permanently transfer the permit if desired.

The Council should clarify if any of the above assumptions are incorrect; specifically, whether the CQE is
allowed to sell the permit.

Finally, as described previously, the Council should clarify the beneficiary of the community
provisions. This task is fundamental to the development and implementation of Options 2 and 3.
The current language of Option 2 specifies that the CQE may request a permit “on behalf of a community
resident.” This appears to require that the CQE could only designate residents to operate a charter vessel
under the authority of the permit held by the CQE. First, the Council should consider the intent of the

2Staff is working with NMFS to determine other information and/or reporting needs that may be necessary to include under
Option 2. NMFS may also determine that additional information is necessary during the development of the analysis or

implementation. The analysis can provide more information on the process by which NMFS could process permit requests and
distribute permits.
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option, and whether the residency requirement is necessary to meet the objective. Second, the Council
should be aware of the potential implications of an explicit or implicit notion that the resident, and not the
CQE, is the beneficiary of the charter permit.

The first issue relates to the objective under Option 2. For example, is the primary objective to benefit
individual residents of small, rural communities with under-developed charter ports that may want to
operate charter businesses, or is it to mitigate effects of a moratorium on small, rural communities with
underdeveloped charter ports by providing an opportunity for new businesses to operate in those
communities? If the objective is in part the latter, it is likely appropriate that the CQE determine who it
may retain to conduct the charter operation, regardless of the residency of the vessel owner or skipper. In
effect, the CQE would be the beneficiary of the permit, and it would decide how the permit is to be used,
with the intent that it would support a business whose port of landing is the community it represents.
Recognize that under the current language, a CQE could only designate a skipper that is a resident of the
community it represents. This would prohibit, for example, a CQE representing Port Graham from
retaining a skipper that is a resident of Homer, even if the charter business at issue operates in and out of
Port Graham and supports other businesses in the community. It may be beneficial to allow a broader
scope of potential businesses to operate within the community beyond those operated by residents. For
some of the smallest communities, this flexibility may be necessary in order to use the permit provided.
Thus, depending on the goal of the program, the Council may want to consider if the residency
requirement is necessary.

The second issue relates to the potential implications of an explicit or implicit notion that the resident, and
not the CQE, is the beneficiary of the charter permit. If the option states that the permit is requested
by a CQE “on behalf of a community resident,” it appears that the CQE is required to designate
use of that permit only to community residents. In this case, the intended beneficiary appears
(implicitly or explicitly) to be the individual resident, which may raise an issue related to the
delegation of Secretarial authority. In previous opinions, NOAA GC related that the Secretary cannot
delegate its authority to make (discretionary) allocations to an outside entity. Meaning, if the resident is
the beneficiary of the program, the role of the CQE appears to solely or primarily be to determine which
resident can be designated on the charter permit. While this issue has previously been discussed in terms
of quota share, NOAA GC’s concern also applies to this situation in that the primary role of the CQE is to
decide how a specific privilege is to be used by an eligible group of individuals (i.e., allocate).

In sum:

e If the CQE is the intended beneficiary and is issued the permit to benefit the community as
it sees fit, there is no delegation of SOC authority. Thus, the criteria to designate a skipper to
conduct the charter operation are not necessary in Federal regulations. If this is the case, Option 2
should be modified such that the language ‘on behalf of a community resident’ is removed.

e If the CQE is issued the permit and is required to designate a community resident as the
skipper (i.e., the resident is the intended beneficiary), the Council would need to develop
criteria to which every CQE would be subject, to determine the resident(s) to be designated on the
charter permit to operate the vessel. The criteria would be established in Federal regulation. Each
decision by the CQE to annually designate a skipper to conduct the charter operations would be
reviewed by NMFS against the criteria and NMFS would approve or disapprove the designation
of the permit. An appeals process must be provided for aggrieved individuals. In this case, the
criteria would have to be developed for the analysis and part of the Council’s final action.

e If the community resident is the intended beneficiary, an alternative approach may be for

eligible community residents to apply directly to NMEFS for the charter permit, without
going through the CQE. Criteria would still have to be developed to guide NMFS’s distribution
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of the permits. For example, NMFS could distribute permits on a first come, first serve basis to
individuals that provide documentation of: U.S. citizenship; residency in an eligible community; a
USCG license; and a vessel and/or charter business. The CQE does not have a role under this
approach and would not receive or distribute the charter permit.

If the intent is to facilitate new charter businesses operating in small communities that do not have
developed charter industries, staff proposes that the Council clarify that the CQE is the beneficiary
of the permit, and that Option 2 be modified such that the language ‘on behalf of a community
resident’ is removed. In addition, the stated intent is that the moratorium will be an interim program,
replaced by a long-term solution in the near future. Thus, it appears appropriate to develop a simple and
streamlined management approach to community provisions in this phase. Note that should the Council
need to develop criteria for determining the individual residents that can be designated on a permit held
by a CQE, both the analytical and implementation requirements would be significantly increased.

Finally, for the purpose of this program, the CQE would continue to be accountable to its Board of
Directors, to ensure that the charter permit is used to benefit the community. Further, the Council may
consider amending the existing requirements of the CQE annual report, such that it includes a description
of how the charter permit is used and a list of individuals that were retained as skippers. The Council
could modify the halibut moratorium program to amend or eliminate this provision at any time, subject to
analysis and rulemaking, if concerns were raised about how the CQEs were using their charter permits.

Issues under Option 3

Option 3. CQEs may request non-renewed limited entry permits as defined under Issue 11 on a “first
come, first serve” basis.

As stated previously, the requirement for annual permit renewals under Issue 11 is expected to reduce the
number of permits that are available. Persons owning a permit that complete a sufficient number of
guided halibut trips in the future will meet the annual renewal requirement, and those that do not meet the
requirement will forfeit their right to the permit. It is not possible to determine how many permits will not
be renewed in the future, and thus, how many permits would be available for distribution to community
entities. It is assumed, however, that some percentage of people that know that they will not meet the

minimum activity requirement in a given year will sell the permit prior to it being forfeited to NOAA
Fisheries.

There appear to be two differences under Option 3 compared to Option 2: 1) Option 3 defines a limited
pool of non-renewed charter permits for which CQEs could apply, and 2) Option 3 would allow every
Amendment 66 community that forms a CQE to request a non-renewed permit. Amendment 66
communities that have less than 10 active businesses can request a new charter permit under Option 2,
and thus, their opportunity to receive a permit is not dependent on a permit holder not renewing his/her
permit. Unlike Option 2, Option 3 does not exclude some Amendment 66 communities on the basis that
they have 10 or more active charter businesses recently operating out of the community.

The Council could select either or both Option 2 and Option 3 at final action. If Option 2 is selected, the
only reason to also select Option 3 appears to be to allow Amendment 66 communities that have 10
or more active charter businesses to have an opportunity to request a non-renewed limited entry
permit (as opposed to purchasing a permit). Note that under the current Council motion, it appears that
only two Amendment 66 communities would not qualify under Option 2; however, the Committee has
recommended changes to these qualifications, resulting in up to twelve potential Amendment 66
communities that would not qualify under Option 2 (see Table 10). The Council may thus want to
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consider whether communities that do not qualify under Option 2 should have a higher priority in
receiving non-renewed permits under Option 3.

Similar to Option 2, absent further direction, several assumptions must be made about the use of
the permit under Option 3:

o Upon verification that the CQE was qualified, NMFS would distribute the requested permit to the
CQE, without further criteria for qualification.

e The non-renewed halibut charter permits under Option 3 could only be issued to a CQE located in
the area (Area 2C or 3A) for which the permit is designated.

e The non-renewed halibut charter permit issued to a CQE under Option 3 would maintain the
original endorsement for the number of clients on board.

¢ The CQE could permanently transfer the permit if desired.

Note that there are no use caps specific to Option 3. As mentioned in the discussion of Option 2, the
staff default is to assume that the use caps under Option 2 include any non-renewed permits
received. Thus, a CQE representing one community in Area 2C that qualifies under Option 2 would be
subject to a use cap of 3 permits, regardless of whether a new permit or non-renewed permit was issued.
In the case that both Option 2 and 3 are selected at final action, and there are some communities that have
10 or more active charter businesses and thus only qualify under Option 3 to receive a non-renewed
permit, the Council should clarify whether these communities are subject to the same use cap specified in
Option 2. In effect, would communities only eligible under Option 3 be limited to holding 3 (if located in
Area 2C) or 5 (if located in Area 3A) non-renewed charter permits? Or would there be no limit as to how
many non-renewed permits a CQE could hold?

Finally, note that because the vehicle for distributing and using the permit under Option 3 is the CQE, the
same issues exist relative to the beneficiary of the program as discussed under Option 2, if there is a
requirement that the CQE designate a community resident to use the annual permit. However, unlike
Option 2, the current language of Option 3 does not make this requirement explicit.

Eligible communities
Current Council motion

The data summary to date is provided in the following tables. Recall that under the current Council
motion, CQEs would be eligible to purchase permits similar to any other U.S. business. Thus, all 35
Amendment 66 eligible communities in Area 2C and 3A could form CQEs and purchase permits under
the general program and Option 1.

Option 2 includes a threshold of less than 10 active charter businesses in order to be eligible to apply for
(not purchase) a permit from NMFS. The communities that qualify under the current Council motion are
provided in Table 11. Table 11 shows that only two Amendment 66 communities (Craig and
Gustavus) had 10 or more active charter businesses in either 2004 or 2005. The Council’s motion
currently defines ‘active’ as 20 or more charter bottomfish trips per year. Thus, under the Council’s
current motion for Option 2, it appears that 19 of the 21 Area 2C communities and all 14 Area 3A

30G1aff is working with NMFS to determine other information and/or reporting needs that may be necessary to include under
Option 3. NMFS may also determine that additional information is necessary during the development of the analysis or
implementation. The analysis can provide more information on the process by which NMFS could process permit requests and
distribute permits.
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communities would qualify to receive charter permits by request, if the community formed a CQE that
was qualified by NMFS.”'

Most communities had less than four active charter businesses terminating trips in the community. Five of
the 21 eligible Amendment 66 communities in Area 2C and 6 of the 14 eligible Amendment 66
communities in Area 3A were not listed as a port of landing for any businesses conducting bottomfish
charter trips in 2004 or 2005.%

Under Option 3 in the current Council motion, CQEs representing all 35 Amendment 66 eligible
communities in Area 2C and 3A would be eligible to apply for and receive permits from the pool of

permits that were not renewed or did not meet the minimum activity required under the general program
(Issue 11).

Charter Halibut Stakeholder Committee recommendations

At its October meeting, the Charter Halibut Stakeholder Committee recommended that the
Council revise Option 2 to: 1) reduce the maximum number of active charter businesses a community
could have for its CQE to qualify to receive a charter permit by request from 9 to 5; 2) define ‘active’
charter business the same way it is defined to demonstrate minimum charter bottomfish activity in the
overall moratorium program (Issue 10, Option 1); and 3) require that communities meet this criteria in
2004, 2005, and the year prior to implementation of the program. The options for defining minimum
charter bottomfish activity are 1, 5, 10, or 20 charter bottomfish trips. The Committee also
recommended that these same thresholds apply to Option 3.

The Committee recommendations result in changes to the number of Amendment 66 communities that
would qualify under Option 2 and Option 3 compared to the Council’s current motion and are dependent
upon the trip threshold selected for minimum bottomfish activity in Issue 10. The communities that
qualify under the Committee’s recommendations are provided in Table 12.

A summary table comparing the number of communities that potentially qualify under the Committee’s
recommendations and the current Council motion is provided below in Table 10. The Committee
recommendations are the four options on the left side of the table, resulting in 23, 25, 27, or 31 eligible
communities that would qualify under Option 2 (and/or Option 3). The Council’s current option is
provided in the far right-hand column (shaded), resulting in 33 eligible communities that would qualify
under Option 2. (Note that the Council’s current motion would allow all 35 eligible communities to
qualify to receive non-renewed permits under Option 3.)

The primary factors affecting the number of eligible communities are the reduction in the number of
minimum trips to define an ‘active’ business, and the reduction in the maximum number of businesses a
community could already have to qualify. However, determining whether to apply the business threshold
in 2004 and 2005 versus 2004 or 2005 also has an effect. If the Council requires that communities have
less than 10 active businesses in both 2004 and 2005, as opposed to 2004 or 2005, it does not affect the
number of eligible communities when ‘active’ business is defined as at least 5, 10, or 20 charter
bottomfish trips. However, three communities (Hoonah, Klawock, Yakutat) have 10 or more active
businesses in only one of the years 2004 or 2005 if ‘active’ is defined as 1 or more bottomfish trips.
Likewise, if the Committee recommendation of requiring that communities have 5 or less active
businesses is applied to both 2004 and 2005, as opposed to 2004 or 2005, it does not affect the number of

3T¢ date, four communities in Area 2C (Craig, Hydaburg, Pelican, Hoonah) and three communities in Area 3A {Ouzinkie,
Larsen Bay, Old Harbor) have qualified CQEs.

32Eight of these same communities were not listed as the port of landing for any businesses conducting bottomfish charter trips
from 1999 to 2005.
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¢

~ eligible communities if *active’ business is defined as 20 or more trips. However, a few communities do
not meet the criteria if ‘active’ business is defined as 1, 5, or 10 or more tn'ps.3 3

Table 10 Number of Am. 66 communities that qualify under Option 2, under the specified
thresholds
Committee recommendation Council motion
5 or fewer businesses meeting threshold for ‘active’ |9 or fewer businesses meeting threshold for 'active’ trips in
trips in 2004 and 2005' . 2004 and 2005° '

Atleast1 Bottomfish Bottomfish Bottomfish| Atleast1 Bottomfish Bottomfish .. -20 or more
Bottomfish  Tripsper  Tripsper  Tripsper, Bottomfish ~ Tripsper  Trips per .- Bottomfish
Trip per Year Year Year Year| Trip per Year Year Year Trips per Year’

23 25 27 31 27 32 32 - 33
The charter committee recommends that a community must have five or fewer active charter businesses to qualify under Option
2 (and Option 3), and that 'active' should be defined the same way it's defined in the overall moratorium program to demonstrate
minimum charter activity (options are: 1+, S+, 10+, or 20+ trips; see Issue 10, Option 1). These estimates assume that this
threshold must be met in both 2004 and 2005. The Committee also recommended that communities must meet this threshold in
the year prior to implementation; thus, the number of potentially eligible communities is not definitive.
>The Council's current motion (shaded) specifies that a community must have less than 10 active charter businesses to qualify
under Option 2, and 'active' is defined as 20 or more charter bottomfish trips per year. These estimates also assume that this
threshold must be met in both 2004 and 2005.

Finally, Table 13 provides the data on which Tables 11 and 12 are based. This table shows the number of
charter businesses that reported an Amendment 66 community as the port of landing during 2001 - 2005,
under various trip thresholds of at least one, five, ten, or twenty charter bottomfish trips. Recall that in an
earlier section of this paper under Issue 10, staff identified three approaches for applying the minimum
trip requirements to qualify a business, and staff is requesting clarification from the Council on the

7 desired approach. In sum, the approaches include: (1) counting the trips at the business level and issuing a
permit for each vessel the business owns; (2) counting the trips at the individual vessel level and issuing a
permit only for each vessel that meets the qualifications; or (3) counting trips on the business level but
only issuing the number of permits that result from the combined trips (Committee recommendation). The
discussion of Issue 10 (starting on page 7) outlines the three approaches, and Tables 3 — 7 provide the
number of qualifying businesses and the number of permits that would be issued under each of the three
approaches.

To avoid complication, the community data in Table 13 are based on counting trips at the ‘business
level.” For example, if a business operated two vessels that each had 8 trips in the qualifying years, and
the minimum trip requirement was 10 trips, the business would qualify and be counted in Table 13. In
effect, a business qualifies by the sum of its trips; each individual vessel does not have to meet the
threshold. This mirrors two of the three possible approaches, including the Committee’s
recommendation. Note that the same number of businesses qualify under these two approaches; it is only
the number of permits issued to those businesses that would differ between the two.

Table 14 is provided at the request of the Committee. Table 14 shows the number of vessels operated by
the businesses that qualify at the various bottomfish trip thresholds during 2001 — 2005. In other words,
Table 14 shows the number of vessels operated by the businesses shown in Table 13.

An example of how to read Table 13 and 14 together is as follows:

BThorne Bay and Larsen Bay have more than 5 active businesses in only one of the years 2004 or 2005 if ‘active’ is defined as 1
or more bottomfish trips. Pelican, Thome Bay, and Seldovia have more than 5 active businesses in one of the years 2004 or 2005
if *active’ is defined as 5 or more bottomfish trips. Port Lions and Seldovia have more than § active businesses in one of the years
2004 or 2005 if *active’ is defined as 10 or more bottomfish trips.
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e Table 13 shows that, in 2005, Angoon is listed as the port of landing for a total of 6 businesses
that had at least one bottomfish trip. Five of those businesses had at least 10 trips, and 4 of those
businesses had at least 20 trips.

e Table 14 shows that, in 2005, those 6 businesses whose port of landing was Angoon operated 10
vessels. The five businesses with at least 10 trips operated 9 of those vessels, and the four
businesses that had at least 20 trips operated 8 of those vessels.

Note again that the vessel counts in Table 14 are not equivalent to the number of vessels that meet the
various trip threshold levels. They are also not equivalent to the number of permits that the example
business would receive, which depends on the Council’s clarification under Issue 10. The information in
Tables 13 and 14 show the number of businesses operating at various thresholds in the communities at
issue, to assist the Council in determining the number of communities that meet various definitions of
‘under-developed’ charter ports. The tables also show whether these businesses are associated with
relatively large fleets, or whether it is more common for a business to operate one or two vessels in a
given year on average. The data show that businesses making 1 to 9 trips per year are usually operating
only one vessel, while many businesses making 20 or more trips per year operate multiple vessels. Note,
however, that because two vessels are associated with one business does not mean that the business
operated both vessels simultaneously. Data is not available at this point to show whether a business
operated multiple vessels on the same day, or whether one vessel acted as a replacement vessel in the
same season.

For reference purposes, Table 15 provides the population (2000 U.S. Census) and a brief description of
the geographic location of the eligible GOA Amendment 66 communities. Figures 1 and 2 are maps of
the eligible Amendment 66 communities in Areas 2C and 3A.
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/-~ Table 11 Comparison of Amendment 66 communities that have less than 10 businesses
under the various trip thresholds to define an active charter business
shaded cells have <10 businesses meeting threshold for 'active’ trips in 2004 and 2005
IPHC Area | ¢ east 1 Bottomfish | 5 or more Bottomfish |10 or more Bottomfish (Current Council ﬁm otion)
Trip per Year Trips per Year Trips per Year 20 or more Bottomfish Trips
per Year
2C ANGOON. - - - JANGOON"-" .~ £ NGQON s |ANGOON S
2C COFFMAN COVE - |COFEMAN. COVE ~JCOEEMAN COVE, VE __|COFEMAN COVE
2C CRAIG _ CRAIG CRAIG CRAIG_
2C EDNABAY - |EDNABAY - JEDNABAY: . - . |EDNABAY. -
2C ELFIN COVE ELFIN COVE ELFIN COVE ELFIN'COVE - .=
2C GUSTAVUS GUSTAVUS GUSTAVUS GUSTAVUS
2C _ |HOLLIS THOLLIS JOLLIS : HE
2C
2C
2C
2C
2C
2C
2C
2C
2C
2C
2C
2C
2C
Paan ¥ 2C
3A
3A
3A
3A
3A
3A
3A
3A
3A PORT:GRAHAM
3A PORT LIONS
3A §ELDOVIA
3A
3A TY
3A YAKUTAT
TOTAL #
eligible 27 32 32 33
communities
Source: Alaska Department of Fish & Game, logbook data, 2001 — 2005. Note that Akhiok is located in Area 3B.
NOTE: Shaded cells denote potentially eligible communities under Issue 13, Option 2 using various thresholds:
communities with less than 10 active charter businesses in 2004 and 2005, with ‘active’ defined as 21, 25, 210, or
>20 charter bottomfish trips. The right hand column represents the 33 communities eligible under the current
Council motion in Issue 13, Option 2. All 35 Am. 66 communities are eligible under the current Council motion
for Optlon 3. Note that eligible communities would need to form and qualify a Community Quota Entity (CQE) with
NMEFS in order to receive a charter permit under Option 2 or 3.
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Table 12

Comparison of Amendment 66 communities that have 5 or fewer businesses under
the various trip thresholds to define an active charter business

IPHC Area

shaded cells have 5 or fewer businesses meeting threshold for 'active’ trips in 2004 and 2005

At least 1 Bottomfish Trip

per Year

5 or more Bottomfish
Trips per Year

10 or more Bottomfish

Trips per Year

20 or more Bottomfish
Trips per Year

2C

ANGOON

ANGOON

. |JANGOON.

2C

COFFMAN.COVE .

JCOFFMAN-COVE

[COFFMAN COVE

COFFMANGOVE

2C

CRAIG

CRAIG

CRAIG

CRAIG

2C

EDNABAY

T |EDNABAY.

~|EDNABAY

S EDNABAY i

2C

ELFIN COVE

ELFIN COVE

ELFIN COVE

ELFIN COVE

2C

GUSTAVUS

GUSTAVUS

2C

HOLLIS =i

GUSTAVUS

- I HOLLIS -

GUSTAVUS

2C

HGONAH

2C

HOONAH_

HOQNAH

2C

2C

2C

2C

2C

2C

2C

2C

PELICAN

i PGINIBAKER .

FORT LIONS

~TFORTLIONS

POﬁTLlONS

SELDOVIA

SELDOVIA

SELDOVIA

YAKUTA:T

VAKUTAT

(ONEK &
YAKUTAT

TYAKUTAT

Total # eligible
communities

23

25

27

31

Source: Alaska Department of Fish & Game, logbook data, 2001 — 2005. Note that Akhiok is located in Area 3B.

NOTE: Shaded cells denote potentially eligible communities under Issue 13, Option 2 and Option 3 resulting
from Committee recommendations: communities with 5 or fewer active charter businesses in 2004 and 2005, with
‘active’ defined as 21, 25, 210, or >20 charter bottomfish trips. The Committee also recommended that communities
must meet this threshold in the year prior to implementation; thus, this list of potentially eligible communities is not
definitive. Note that eligible communities would need to form and qualify a Community Quota Entity (CQE) with

NMEFS in order to receive a charter permit under Option 2 or 3.
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Table 13 Number of businesses meeting the categorized vessel trip thresholds (1+, 5+, 10+, or 20+ bottomfish trips) by port of
landing, 2001 - 2005

2001 | 2002 2003 |
IPHC . Atleast 1| 5 or more| 10 or more| 20 or more! Atleast 1| Sor more! 10 or rnorel 20 or more| Atleast 1| 5 or more| 10 or moreF 20 or moreF
Area Port of Landing Site Bottomfish| Bottomfish| Bottomfish| Bottomfish] Bottomfish| Bottomfish| Bottomfish| Bottomfish| Bottomfish| Bottomfish| Bottomfish| ~Bottomfish
Trip per] Trips per| Trips per Trips per] Tripper] Trips per]f Trips per Trips pel Trip per] Trips per] Trips per| Trips per]

Year] Year Year| Year] Year Year] Year| Yeal Year, Year| Year| Year|

2C |ANGOON 4 4 3 3 7 6 5 3 5 4 4 3
2C [COFFMAN COVE 3 2 2 2 4 4 4 4 4 4 4 4
2C |CRAIG 26 20 18 14 26 20 16 13 23 19 17 13
2C |EDNA BAY 0 0 0 0 0 0 0 0] 0 0 0 0
2C |ELFIN COVE 22 17 14 12 17 11 9 8] 17 13 12 10
2C |GUSTAVUS 15 14 13 12 14 12 10 9l 14 11 11 8
2C |HOLLIS 0 0 0 0 0 0 0 0f 0 0 0 0
2C |HOONAH 12 9 8 4 6 4 3 2 10 5 4 2
2C |HYDABURG 1 1 0 0 0 0 0 0 0 0 0 0
2C |KAKE 5 1 0 0 2 0 0 1] | 1 0 0 0
2C |KASSAN 0 0 0 0 0 0 0 0} 0 0 0 0
2C |KLAWOCK 10 10 7 5 11 9 8 6] 10 8 7 4
2C |METLAKATLA 1 0 0 0 0 0 0 0| 0 0 0 0
2C |MEYERS CHUCK 0 0 0 0 0 0 0 1] 0 0 0 0
2C |PELICAN 6 4 4 3 6 4 4 2| 7 5 4 4
2C |POINT BAKER 1 1 1 0 1 1 1 0 0 0 0 0
2C |PORT ALEXANDER 4 4 4 4 4 4 4 4 4 4 4 4
2C JPORT PROTECTION 4 4 4 2 2 2 1 1 3 3 3 1
2C |TENAKEE 3 2 1 1 2 1 1 0 3 1 0 0
2C |THORNE BAY 2 2 2 1 4 3 1 1 3 2 2 1
2C |WHALE PASS 1 1 1 0 1 1 1 0 2 1 1 1
3A |AKHIOK 0 0 0 0 0 0 0 0 0 0 0 0
3A [CHENEGA 1 1 1 1 1 1 1 1 1 1 1 1
3A |HALIBUT COVE 0 0 0 0 0 0 0 0 0 0 0 0
3A |KARLUK 0 0 0 0 0 0 0 0] 0 0 0 0
3A |LARSEN BAY 7 6 6 6 6 5 3 3] 6 5 5 4
3A |NANWALEK 0 0 0 0 0 0 0 0] 0 0 0 0
3A |OLD HARBOR 5 4 4 3 3 3 2 2| 5 5 4 2
3A |OUZINKIE 1 0 0 0 0 0 0 0] 1 1 0 0
3A |PORT GRAHAM 0 0 0 0 0 0 0 0 0 0 0 0
3A |PORT LIONS 7 6 4 3 9 7 5 3 10 6 3 2
3A ISELDOVIA 10 5 4 4] 7 4 4 3 6 6 4 4
3A |TATITLEK 0 0 0 [i]| 0 0 0 0 0 0 0 0
3A |[TYONEK 0 0 0 0 0 0 0 0] 0 0 0 0
3A [YAKUTAT 7 6 5 4 7 7 6 5] 9 9 8 7

Source: Alaska Department of Fish & Game, logbook data, 2001 — 2005. Note that Akhiok is
Note: The rows are not additive within each year. The total number of active businesses associate

“At least 1 bottomfish trip per year" column.

Note: For the purposes of business qualification, these counts assume that the trips are count
For example, if a business operated two vessels that each had 8 trips in the qualifying years,
qualify. The number of permits that the example
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located in Area 3B.
d with the port of landing for a specified year is shown in the

ed at the ‘business level’ (as opposed to the individual vessel level).
and the minimum trip requirement was 10 trips, the business would
business would receive would depend on the Council’s clarification under Issue 10.
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Table 13 continued.

IPHC
Area

Port of Landing Site

2004

2005

|

Atleast 1
Bottomfish
Trip per
Year

Bottomfish

Trips per|
Year|

Bottomfish
Trips per
Year|

S5or morel 10 or morel 20 or mo

Bottomfis
Trips pe
Year]

Atleast 1
Bottomfish
Trip per|
Year

Bottomfish
Trips per
Year|

S5or rnoreF

10 or more,
Bottomfish
Trips per|
Year|

20 or more,
Bottomfish
Trips per|
Year

2C

ANGOON

8

5

4

3

6

5

5

2C

COFFMAN COVE

2

4

4

4

5

5

5

2C

CRAIG

29

26

20

16

30

25

20

2C

EDNA BAY

0

0

0

o

0

0

0

2C

ELFIN COVE

14

12

11

9

13

12

11

2C

GUSTAVUS

15

13

12

12|

18

-
>

12

2C

HOLLIS

0

0

2C

HOONAH

2C

HYDABURG

2C

KAKE

2C

KASSAN

2C

KLAWOCK

2C

METLAKATLA

[=1 (= =] B [=1{"=] [=]

2C

MEYERS CHUCK

2C

PELICAN

2C

POINT BAKER

2C

PORT ALEXANDER

-
IR =1 (=1 e k=1 (=] {=] \"] Kl

2C

PORT PROTECTION

2C

TENAKEE

2C

THORNE BAY

2C

WHALE PASS

3A

AKHIOK

3A

CHENEGA

3A

HALIBUT COVE

3A

KARLUK

3A

LARSEN BAY

3A

NANWALEK

3A

OLD HARBOR

3A

OUZINKIE

3A

PORT GRAHAM

3A

PORT LIONS

3A

SELDOVIA

Y RN

old|alololalolnlolojololnviviolsijwlolm|ojolblololo]ln

- -

3A

TATITLEK

3A

TYONEK

1|

ojo|o|o|o|a|n|o|n|O]|2{=|SIN|OIWIN

3A

YAKUTAT

wlo|o|ololola|un|oln]jolo|n]oldlhlwiNis|=2INIO

Sy (=1 =1 LA f=1 =) (N (=1 S =1 E=) B =) CN1 BN LN B B B K (=) (=1 <] (=] [=] =] (=)

OOOGNOOC\?O(’IOO-‘ONQO—*&—*QOOO’OOOQO

8]

10

wlojol~N{~lol=a|wlojun]o]=a|=|olnvjainvinvisiv|v|ojolN|olo|oINIo

P = =) o BN =1 BN N L= EN L= = =1 1= EN BN N R B B i (=) (=) [ (=l R=d (= e (=)

NOO&(&)OONO&OOOONODO—‘#HAOOUIOOONOSQDO:JUIA

Source: Alaska Department of Fish & Game, logbook data,
Note: The rows are not additive within each year. The total
specified year is shown in the
For the purposes of business qualification,
example, if a business operated two vessels that each had 8 tri
qualify. The number of permits that the example business wou
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2001 — 2005. Note that Akhiok is located in Area 3B.
number of active businesses associated with the port of landing for a
“At least 1 bottomfish trip per year" column.
these counts assume that the trips are counted at the
ps in the qualifying years, and the minimum trip requirement was
1d receive would depend on the Council’s clarification under Issue 10.
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Table 14 Number of vessels operated by businesses that ‘qualify’ at the various trip thresholds (1+, 5+, 10+, or 20+ bottomfish
trips) by port of landing, 2001 — 2005
2001 2002 2003
wpHC| Am. ) . Atieast 1 | 5 or more | 10 or more| 20 or more| Atleast 1 | 5 or more |10 or more| 20 or more] Atleast 1 | 5 or more 10 or more| 20 or more,
Area| 66 Port of Landing Site Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish | Bottomfish Bottomfish| Bottomfish
Trip per | Trips per | Tripsper | Trips per | Tripper | Trips per | Trips per Trips per | Trip per | Trips per | Trips per | Trips per
Year Year Year Year Year Year Year Year Year Year Year Year
2C Y |ANGOON 10 10 9 9 8 7 6 4 5 4 4 3
2C | Y |COFFMAN COVE 5 4 4 4] 6 6 6 6 6 6 6 6
2C Y [CRAIG 51 45 43 39] 50 44 40 36] 51 47 45 41
2C Y |EDNA BAY 0 0 0 0 0 0 0 0] 0 0 0 0
2C Y |ELFIN COVE 32 27 24 21 29 23 21 20| 32 28 27 24
2C Y |GUSTAVUS 19 18 17 16 19 17 15 14] 19 16 16 13
2C Y |HOLLIS 0 0 0 0] 0 0 0 0 0 0 0 0
2C Y |HOONAH 13 10 9 5 6 4 3 2 10 5 4 2
2C Y |[HYDABURG 1 1 0 0 0 0 0 0 Q 0 0 0
2C Y |KAKE 5 1 0 0 2 0 0 0 1 0 0 0
2C Y |KASSAN 0 0 0 1] ] 0 0 0 0 0 0 0 0
2C Y |KLAWOCK 15 15 12 10} 17 15 14 12 15 13 12 9
2C Y [METLAKATLA 1 0 0 0] 0 0 0 0 0 0 0 0
2C Y [MEYERS CHUCK 0 0 0 0 0 0 0 0] 0 0 0 0
2C Y |PELICAN 7 5 5 4 6 4 4 2] B8 6 4 4
2C Y |POINT BAKER 1 1 1 0 1 1 1 0 0 0 0 0
2C Y |PORT ALEXANDER 6 6 6 6 6 6 6 6 7 7 7 7
2C Y [PORT PROTECTION 5 5 5 3 3 3 2 2 3 3 3 1
2C Y |TENAKEE 4 3 2 2 3 2 2 0 3 1 0 0
2C Y |THORNE BAY 6 6 6 4 6 5 3 3] 7 6 6 5
2C Y |WHALE PASS (POW - SE) 1 1 1 0 2 2 2 0] 3 2 2 2
3A Y |AKHIOK 0 0 0 0 0 0 0 0| 0 0 0 0
3A Y |CHENEGA 1 1 1 1 1 1 1 1 1 1 1 1
3A Y |HALIBUT COVE 0 0 0 0 0 0 0 0 0 0 0 0
3A Y |KARLUK 0 0 0 0 0 0 0 o] | 0 0 0 0
3A Y JLARSEN BAY 12 11 11 11 10 9 6 6} 10 9 9 8
3A Y [NANWALEK 0 0 0 0 0 0 0 0 0 0 0 0
3A Y |OLD HARBOR 6 5 5 4 5 5 4 4 8 8 7 4
3A Y__|OUZINKIE 1 0 0 0 0 0 0 0 1 1 0 0
3A | Y |PORT GRAHAM 0 0 0 0 0 0 0 o} 0 0 4] 0
3A | Y |PORT LIONS 8 7 5 4 10 8 6 4] 11 7 4 3
3A | Y |[SELDOVIA 10 5 4 4 7 4 4 3] 6 6 4 4
3A | Y |TATITLEK 0 0 0 0 0 0 0 [1] ] 0 0 0 0
3A Y |TYONEK 0 0 0 0 0 0 0 0] 0 0 0 0
3A Y |YAKUTAT 13 12 11 9 11 11 10 9] 14 14 13 12

Source: Alaska Department of Fish & Game, logbook data, 2001 — 2005. Note that Akhiok is located in Area 3B.

Note: The rows are not additive within each year. The total number of vessels operated by businesses associated with the port of landing for a

specified year is shown in the “At least 1 bottomfish trip per year" column.

Note: These counts are not equivalent to the number of vessels that would "qualify" at the various threshold levels; these counts represent the total number of
vessels operated by a business that ‘qualifies’ under the various thresholds. For the purposes of business qualification, these counts assume that the trips are
counted at the ‘business level’ (as opposed to the individual vessel level). For example, if a business operated two vessels that each had 8 trips in the
qualifying years, and the minimum trip requirement was 10 trips, the business would qualify. The number of permits that the example business would receive
would depend on the Council’s clarification under Issue 10.
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Table 14 continued.

2004 2005
wrHe| Am. ) ) Atleast 1 | 5 or more |10 or more| 20 or more] Atleast 1 | 5 or more |10 or more|20 or more
Areal 66 Port of Landing Site Bottomfish | Bottomfish| Bottomfish | Bottomfish| Bottomfish | Bottomfish | Bottomfish | Bottomfish
Trip per | Trips per | Trips per | Trips per | Trip per Trips per | Trips per | Trips per
Year Year Year Year Year Year Year Year

2C Y |ANGOON 8 5 4 3] 10 9 9 8
2C Y |COFFMAN COVE 6 6 6 6] 5 5 5 5
2C Y |CRAIG 62 59 53 48] 69 64 59 55
2C Y |EDNA BAY 0 0 0 0] 0 0 0 0
2C Y |ELFIN COVE 28 26 25 23] 27 26 25 22
2C Y |JGUSTAVUS 22 20 18 18] 23 19 17 17
2C Y |HOLLIS 0 0 0 0l 1 0 0 0
2C Y {HOONAH 11 10 10 2| 12 7 6 2
2C Y |HYDABURG 0 0 0 0] 0 0 0 0
2C Y |KAKE 1 0 0 0] 0 0 0 0
2C Y |KASSAN 0 0 0 0] 0 0 0 0
2C Y |KLAWOCK 17 16 13 11] 15 14 13 12
2C Y [METLAKATLA 0 0 0 [i] 0 0 0 0
2C Y |MEYERS CHUCK 0 0 0 [i]| 0 0 0 0
2C Y |PELICAN 7 6 3 1) 7 5 5 4
2C Y |[POINT BAKER 1 1 1 0] 3 3 2 2
2C Y JPORT ALEXANDER 5 5 5 3] 5 5 5 5
2C Y |PORT PROTECTION 3 2 2 2l 2 2 1 1
2C Y |TENAKEE 3 2 0 [1)| 4 3 2 0
2C Y |THORNE BAY 8 8 7 6 11 11 9 8
2C Y |WHALE PASS (POW - SE) 6] 4 4 4 3 3 3 3
3A Y |AKHIOK 0 0 0 4] 0 0 0 0
3A Y |CHENEGA 2 1 1 [1]| 1 1 0 0
3A Y [HALIBUT COVE 0 0 0 0] 1 1 0 0
3A Y |KARLUK 0 0 0 0] 0 0 0 0
3A Y [LARSEN BAY 13 13 13 11§ 13 12 11 11
3A Y |NANWALEK 0 0 0 0] 0 0 0 0
3A Y |[OLD HARBOR 7 5 5 3] 6 5 5 4
3A Y JOUZINKIE 1 0 0 0] 1 1 1 0
3A Y |PORT GRAHAM 0 0 0 [1]] 0 0 0 0
3A Y |PORT LIONS 11 10 8 5 10 7 4 3
3A Y |SELDOVIA 10 5 5 4 10 7 6 4
3A Y |TATITLEK 0 0 0 0 0 0 0 0
3A Y |TYONEK 0 0 0 0] 0 0 0 0
3A Y |YAKUTAT 14 13 13 13] 14 13 12 11

Source: Alaska Department of Fish & Game, logbook data, 2001 — 2005. Note that Akhiok is located in Area 3B.
Note: The rows are not additive within each year. The total number of vessels operated by businesses associated with the port of landing fora

specified year is shown in the “At least 1 bottomfish trip per year" column.
Note: These counts are not equivalent to the number of vessels that would "qualify" at the various threshold levels; these counts represent the total number of

vessels operated by a business that ‘qualifies’ under the various thresholds. For the purposes of business qualification, these counts assume that the trips are
counted at the ‘business level’ (as opposed to the individual vessel level). For example, if a business operated two vessels that each had 8 trips in the qualifying
years, and the minimum trip requirement was 10 trips, the business would qualify. The number of permits that the example business would receive would depend

on the Council’s clarification under Issue 10.
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Table 15 Population and description of geographic location of GOA Amendment 66 communities
Community Population' Description of Location’

Area 2C

Angoon 572 SW coast of Admiralty Island, 55 miles southwest of Juneau and 41 miles northeast of Sitka

Coffman Cove 199 northeast coast of Prince of Wales Island, 73 air miles northeast of Ketchikan

Craig 1,397 on a small island off the west coast of Prince of Wales Island, 31 road miles west of Hollis

Edna Bay 48 on Kosciusko Island, NW of Prince of Wales Island

Effin Cove 32 Chichagof Istand, 33 miles west of Hoonah

Gustavus 429 at mouth of Salmon River, 48 air miles from Juneau

Hollis 139 east side of Prince of Wales Istand, 19 miles east of Craig by road, 35 miles west of Ketchikan by water
Hoonah 860 northeast shore of Chichagof Island, 40 air mites west of Juneau

Hydaburg 382 SW coast of Prince of Wales Island, 45 air miles NW of Ketchikan, 36 road miles west of Hollis

Kake 710 northwest coast of Kupreanof Istand along Keku Strait, 38 air miles NW of Petersburg

Kassan 39 on the east side of Prince of Wales Island on Kasaan Bay, 30 miles NW of Ketchikan

Klawock 854 on west coast of Prince of Wales Island, 7 road miles N of Craig, 24 road miles from Hollis

Metlakatla 1,375 on the west coast of Annette Island, 15 air miles south of Ketchikan

Meyers Chuck 21 along Clarence Strait on the northwest tip of Cleveland Peninsula, 40 air miles northwest of Ketchikan
Pelican 163 NW coast of Chichagof Island on Lisianski Inlet, 80 miles north of Sitka and 70 miles west of Juneau

Point Baker 35 on the northem tip of Prince of Wales Island, 50 miles west of Wrangell

Port Alexander 81 on the south end of Baranof Istand, 65 miles south of Sitka

Port Protection 63 on the northem tip of Prince of Wales Island, 50 miles west of Wrangell, in the Tongass National Forest
Tenakee 104 on the east side of Chichagof Island, on the north shore of Tenakee Inlet, 45 miles SW of Juneau

Thome Bay 557 on the east coast of Prince of Wales Island, 47 air miles NW of Ketchikan, 60 road miles from Hollis

Whale Pass 58 on NE coast of Prince of Wales Island, north of Coffman Cove, about 64 road miles north of Klawock

Area 3A

Akhiok 80 at the southem end of Kodiak Island at Alitak Bay, 80 miles southwest of Kodiak, actually located in Area 3B.
Chenega 86 on Evans Isltand at Crab Bay, 42 miles southeast of Whittier, 104 air miles SE of Anchorage

Halibut Cove 35 on and around ismailof Is., adjacent to Kachemak Bay State Park, 6 miles across the intet from Homer Spit
Karluk 27 west coast of Kodiak Istand, on the Karluk River, 88 air miles southwest of Kodiak

Larsen Bay 115 on Larsen Bay, on the northwest coast of Kodiak Island, 60 miles scuthwest of the City of Kodiak
Nanwalek 177 southern tip of the Kenai Peninsula, 10 miles southwest of Seldovia and west of Port Graham

Old Harbor 237 southeast coast of Kodiak Island, 70 miles southwest of the City of Kodiak

QOuzinkie 225 on the west coast of Spruce Island, adjacent to Kodiak Island. It lies northwest of the City of Kodiak

Port Graham 171 south end of the Kenai Peninsula on shore of Port Graham, adjacent to Nanwalek, 28 air miles from Homer
Port Lions 256 located in Settler Cove, 247 air miles southwest of Anchorage

Seldovia 286 on the Kenai Peninsula across from Homer on the south shore of Kachemak Bay

Tatitlek 107 lies 30 miles east of Valdez by sea near Bligh Island

Tyonek 193 on a biuff on the northwest shore of Cook Inlet, 43 miles southwest of Anchorage

Yakutat 680 at the mouth of Yakutat Bay, 225 miles NW of Juneau and 220 miles SE of Cordova

12000 U.S. Census.
2gtate of Alaska, DCCED, Community Database Community Information Summaries.
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Figure 1 Map of the 21 eligible GOA Amendment 66 communities in Area 2C
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Figure 2 Map of the 14 eligible GOA Amendment 66 communities in Area 3A
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Summary of clarifications necessary on Issues 1-13

This paper outlines several specific issues that require clarification by the Council under several
provisions of the proposed charter moratorium program. Note that if the questions raised under Issue 13
can be addressed in a timely fashion, it does not appear that the community provisions would delay the
development or implementation of the moratorium. The necessary clarifications and assumptions to
review are provided below. The Committee’s recommendations are provided in italics below each
bullet. Please reference the Committee minutes for detail on the rationale supporting its
recommendations.

Issue 7. Permit endorsement for number of clients on board

e Given the lack of information on inspected and uninspected vessels, the Council should define
how many clients a vessel will be allowed to carry.

The Committee recommended that references to inspected and uninspected vessels be deleted
from Issue 7 and that the analysis consider setting a permil endorsement equal to the highest
number of clients, but not less than 4.

Issue 8. Permits may be stacked

e The Council should define whether stacked licenses are permanently joined together, or if they
can be separated and moved to other vessels with the characteristics they were initially issued.

The Committee recommended that stacking of permits be allowed, and that stacked permits be
separable. The committee recommended that each stacked permit must meet the minimum trip
threshold to remain valid each year, and that a business may not hold more than 1 permit beyond
the capacity of the vessel on which it will be assigned, in order to discourage stacking and
hoarding of permits that may be needed by the fleet. Only permits could be stacked and
unstacked. An endorsement cannot be separated from its permit.

Issue 10. Qualifying years

e The Council should define the minimum landing criteria. Staff identified two options as the
possible meaning of this option:

1) A permit would be issued to the licensed business owner for each vessel that met the minimum
requirement of 1, 5, 10, or 20 bottomfish logbook trips in 2004 or 2005, and participation in the
year prior to implementation; or

2) Each licensed business owner that reported a minimum of 1, 5, 10 or 20 bottomfish logbook
trips during 2004 or 2005, and had participation in year prior to implementation, would be
issued a permit for each vessel they currently own and operated during the qualifying year(s).

The committee clarified that under either approach, the permit would be issued to “the registered
business owner.” The committee recommended a blending of the two approaches above, such
that the business would be subject to the minimum number of bottomfish trips (summed for all
vessels), but each individual vessel would not need to meet the threshold. For example, a business
could have 3 vessels with 6, 10, and 8 trips, respectively (total trips = 24). This would result in
the business receiving 1 permit under a 20 trip minimum; 2 permits under a 10 trip minimum,
and 4 permits under a 5 trip minimum.
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It is assumed that the one year of ADF&G halibut/bottomfish logbook activity refers to the owner
and not the vessel. The Committee agreed.

Should a business be issued 2 permits because they used a different vessel in 2004 than 2005?
For example, a business took 50 trips in 2004 with vessel “A” and 60 trips in 2005 with vessel
“B”. Under Table 3, the business would be issued 2 permits; under Table 5, the business would be
issued 1 permit." Which of these interpretations is the Council’s intent?

The Committee was not requested to address this issue, because the data to determine its impact
was not available at that time.

The Council should provide rationale for allowing hardship cases to qualify with fewer trips than
the other participants’ minimum trip requirement.

Issue 11. Permit holder must annually renew permit

The Council should define how the ‘minimum activity’ is calculated, as similarly requested under
Issue 10. For a business that owns a single vessel it is obvious. The vessel and the business each
have the same number of trips and that number must be equal to or greater than the minimum
number selected under Issue 10. However, if a business owns three vessels, must all three vessels
meet the minimum trip requirement in Issue 10, or does just the business need to meet the
minimum trip requirement? Does the trip requirement change if the permits are “stacked” as
allowed under Issue 87

The Committee recommended that the same method for determining minimum trip activity under
Issue 10 be applied under Issue 11.

Issue 12, Use caps

The Council should reconsider its use cap options (relative to differentiating between inspected
and uninspected vessels) since it cannot be analyzed. If the Council elects to proceed with the
alternative as written, NOAA Fisheries will need to collect vessel class information, perhaps as
part of their permitting process, to enforce the proposed caps.

The committee recommended that references to inspected and uninspected vessels under Issue 12
be deleted, and that use cap options of 1, 5, or 10 permits be analyzed for all vessels.

Should the Council proceed with the alternative as written, the Council must state its intent
regarding whether the use cap options for permits on uninspected vessels are mutually exclusive
or additive with the use cap options for the inspected and uninspected (>100gt) vessels. In other
words, if Option 3 is selected for both types of vessels, can an owner hold 10 uninspected vessel
permits and 3 inspected vessel permits? Or must the owner choose which type of vessels they
want to operate and be limited by the 10 uninspected vessel permit cap or the 3 inspected vessel
permit cap?

This question is moot under the Committee recommendation to delete the inspected and
uninspected categories.
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Issue 13. Community provisions

Option 1

The only reason to include Option 1 under the community provisions appears to be to specify use
caps applicable to CQEs that are different from those applicable to every other individual or U.S.
business. Staff assumes that the use caps specified in Option 1 apply regardless of the type of
vessel designated on the permit (e.g., inspected or uninspected).

The Committee recommended that CQEs be subject to the same overall use caps as any other
permit holder (use caps are selected in Issue 12). The Committee also recommended eliminating
the ‘inspected’ and ‘uninspected’ permit designations, thus, the staff assumption would not be
relevant.

Are the use caps under Option 1 inclusive or exclusive of any charter permits received under
Option 2? (Staff default is to assume that separate use caps apply to purchased permits and issued
permits.)

The Committee recommended that the overall use caps for CQEs (see above) be inclusive of any
permits purchased under Option 1 or received under Option 2 and/or Option 3.

Option 2

Is the intended beneficiary of the provision the CQE representing the community or the individual
resident of the community?

The Committee recommended clarifying that the CQE is the intended beneficiary of permits
received under Option 2 by removing the language: ‘on behalf of a community resident.’

Due to data limitations, staff recommends that the language of Option 2 be revised as follows: “A
CQE representing a community in which <10 active charter businesses terminated trips, may
request a limited entry permit...”

The Committee recommended modifying the threshold to represent a number of charter
businesses that terminated trips in a community (i.e., the community was listed as the port of
landing in the ADF&G logbook). This is in contrast to the current language, which uses the
number of charter businesses with their primary place of business in the community.

Identify the years on which the threshold under Option 2 is based. Staff default is that
communities must have less than 10 active charter businesses terminating trips in the community
in both 2004 and 2005 in order to qualify to receive a permit under Option 2.

The Committee recommended modifying the threshold to be communities in which 5 or fewer
active charter businesses terminated trips in the community in each of the years 2004, 2005, and
the year prior to implementation. The Committee also recommended changing the definition of
‘active’ charter business from 20 or more charter bottomfish trips per year to the definition the
Council chooses under Issue 10 (options for which include at least 1, 5, 10, or 20 charter
bottomfish trips per year).

Do the use caps under Option 2 include or exclude any non-renewed limited entry permits that the
CQE may have received under Option 3? (Staff default is to assume that the use caps under
Option 2 include any non-renewed permits received.)

The Committee recommended that the use caps under Option 2 be inclusive of all permits applied
for and received by (as opposed to purchased) CQEs. The result is that there are overall use caps
for CQEs, and separate use caps that apply to permits applied for and received by CQEs.

Upon verification that the CQE is qualified, NMFS would distribute the requested permit to the
CQE, without further qualification. Committee agreed.
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The halibut charter permit issued to a CQE under Option 2 would be designated for the area
(Area 2C or 3A) in which the community represented by the CQE is located.

The Committee agreed that the permit issued to a CQE should be designated for the area in
which the community is located. However, the Committee also noted that the analysis should
provide information on communities that may be on the line and charter in both areas (e.g,
Yakutat), should this provision need to be modified.

The halibut charter permit issued to a CQE under Option 2 would be endorsed for six clients (i.e.,
6-pack). Committee agreed.

Is the CQE allowed to sell the permit?

No. The Committee recommended that the CQE is not allowed to sell the permit it is issued under
Option 2. In addition, if the CQE does not use the permit within the first full season afier receipt
from NMFS, it is not renewed. The Committee noted that this should not prevent a CQE from
reapplying for a permit in the future.

Option 3

Should Amendment 66 communities that qualify under Option 3, but do not qualify under Option
2, be given a higher priority for receiving non-renewed permits under Option 3?

No. The Committee did not think a higher priority is warranted.

A non-renewed halibut charter permit under Option 3 could only be issued to a CQE located in
the area (Area 2C or 3A) for which the permit is originally designated.

Committee agreed. See similar bullet under Option 2.

A non-renewed halibut charter permit issued to a CQE under Option 3 would maintain the
original endorsement for the number of clients on board.

No. The Committee recommended endorsing each non-renewed permit issued to a CQE for six
clients. (If a CQE wanted to operate a charter for more than 6 clients, it could apply for or
purchase another license and stack it on one vessel.)

Will communities that qualify under Option 3, but do not qualify under Option 2, be subject to
the same use cap specified in Option 27

Yes. The Committee recommended that all communities eligible to receive permits (whether
under Option 2 or 3) are subject to the same use cap for requested (as opposed to purchased)
permits.

Is the CQE allowed to sell the permit?

No. The Committee recommended that the CQE is not allowed to sell the permit it is issued under
Option 3. In addition, if the CQE does not use the permit within the first full season afier receipt

from NMFS, the permit is returned to the ‘non-renewed permit pool’ and is available for other
CQEs.
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AGENDA C-1(e)2)
q€5 DECEMBER 2006

NORTH PACIFIC COUNCIL MORATORIUM ALTERNATIVES
Charter Halibut Stakeholder Committee Recommendations for Revisions
October 18, 2006
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Problem Statement. The Pacific halibut resource is fully utilized and harvest by the guided sport sector is
demonstrating steady growth. To provide long term stability of the guided sport sector and lessen the need for
regulatory adjustments, which destabilize the sector, the Council is embarking on development of a new
management framework. In the interim, to address allocation issues between the guided sport and commercial
sectors the guided sport sector is operating under a guideline harvest level (GHL). Harvest data indicate that
the GHLs in Area 2C have been exceeded and are near levels established for Area 3A. This has resulted in a
renewed effort to find a long-term solution. The Council has formed a stakeholder committee of affected user
groups to consider management options and formulate recommendations for Council consideration in
developing a management plan for the guided sector. Some of the past options under consideration include
limiting entry or awarding quota share based on past involvement in the fishery. To address the potential
against the rush of new entrants into the guided sport fishery, the Council is considering establishing a
moratorium on the guided sport sector.

ALTERNATIVE1l. NO ACTION.

ALTERNATIVE 2. IMPLEMENT A MORATORIUM ON ENTRY INTO THE CHARTER
SECTOR USING A CONTROL DATE OF DECEMBER 9, 2005.

Features of the proposed moratorium (limited entry) program

1. Permits' may be held by U.S. citizens or U.S. businesses with 75 percent U.S. ownership of the
business’. Busmessu may recelve multiple permits due to charter halibut activity by vessels owned by the
business. . sses—Initial permit recipients may be “grandfathered” below the U.S
ownership level and above pu)poscd use caps until any change in ownership of the business occurs”.
Permit would be designated for either Area 2C or Area 3A.

Permit would be issued to registered-licensed guide business operaterowner.,

Permit applicant would be required to sign affidavit attesting that all legal requirements were met.*
Transfers of permits (permanent) would be allowed up 10 use caps

Leasing of permits (annual) would not be allowed

Permit Endorsement for Number of Clients on Board

é—ehems highest number on anx tng in 2004 or 2005 (but not less than 4)

NonhwD

CORSHRL wetiva lace
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8. Permits may be stacked up to use caps’
9. Evidence of participation - ADF&G logbook entry with bottomfish statistical area, rods, or boat hours.
10. Qualifying years - Require business—client activity for bottomfish effort as reported in ADF&G logbook

in 2004 or 2005 and participation in year prior to implementation-tunless-unaveidablecirenmstanceaecurred),
with

Option 1. a minimum number of bottomfish trips® (1, 5, 10, or 20) to demonstrate bottomfish activity
Option 2. “unavoidable circumstances™ clause that would be adjudicated on a case by case basis
through the NOAA Fisheries Appeals Division.

! Through initial issuance and transfers

Mllxtary (Morale, Welfare, and Recreational) boats are exempted, but harvests still count against the GHL.

"Transferred permits would not be grandfathered below the US ow nership cap, even upon sale of a business. but would
be grandfathered above the use cap upon sale of the entire business (see Issue 12)
4 The only tangible evidence is the ADF&G logbook, which requires meeting all State legal requirements.

5 A business can use, for example, two 6-pack license endorsements on one “Super— vessel.

¢ The minimum number of bottomfish trips would apply for each business (summed for all vessels), but each vessel does
not meet to meet the threshold. For example, a business could have 3 vessels with 6, 10, and 8 trips, respectively, which
would result in the business receiving 1 permn under a 20 trip minimum; it would receive 2 permits under a 10 trip
mlmmum, and 3 permits if under a 5 trip minimum,

7 To address medical emergencies, military exemptions, and constructive losses on a case by case basis.



Option 3. under construction as of December 9, 2005 and must have at least 1 year of ADF&G
halibut/bottomfish logbook activity from 1998-2005.°

11. Permit holder must annually renew permit and have minimum activity’ equal to preferred alternative
under Issue 10. Option 1%

Option.  Except under “unavoidable circumstances” clause that would be adjudicated on a case by
case basis through the NOAA Fisheries Appeals Division

12. Use caps, with grandfather'’ provision

Option 1. 1 permit

Optont————pernit
Option 2. 5 permits Optop2———2-permits
Option 3. 10 permits Option3—3-permits

13. Community provisions for Area 2C and 3A communities previously identified under GOA
FMP Amendment 66

Use caps on permits held by CQEs:

e Overall use caps for CQEs are the same as those selected for every other permit holder under
Issue 12. Overall use caps are inclusive of all permits held by the CQE, whether purchased or
applied for and received under Options 2 and/or 3.

o Separate use caps apply to permits requested and received by CQEs (applicable under Option 2
and/or Option 3):

Area 2C — use cap of 3 permits per qualified community
Area 3A — use cap of § permits per qualified community

Option 1. A Community Quota Entity (CQE)'> may purchase limited entry permits.
\rea2C e X ;

Option2. A CQE, representing a community whish-has—<H in which 5 or fewer active'® charter
businesses with-their-primary-place-of business—in-the-semmunity-terminated trips in the
community in each of the years 2004. 2005 and prior to implementation, may request
limited entry permits-on-behatf-ef-a-community-resident.

® Staff requests clarification whether Option 3 is intended to address an individual whose situation could be addressed
under Option 2, unavoidable circumstance due to reservist activation.
The minimum activity threshold must be met for each permit held by a business. For example. if a business holds three
permits and operates three vessels, all three vessels must meet the minimum trip requirement selected in Issue 10, Option
1. In addition, if several permits are stacked and used on one vessel, each permit must meet the minimum trip
requirement (e.g., If the requirement to maintain a permit is 20+ trips. and three permits are stacked on one vessel, the
vessel must make at least 60 trips in order for all 3 permits to remain valid.)
19 permits could not be renewed if allowed to lapse (due to holder’s inaction or because minimum activity was not met).
Non-renewed permits would be available for communities under Issue 13, Option 3.
I A business whose permit is endorsed in excess of the use cap maintains that exemption for those permits that remain
in its control after other permits are sold, but those sold permits lose that grandfather status in perpetuity. Grandfathered
permits that are sold in total when a business owner sells his entire business/fleet maintain that grandfathered status.
Grandfathered status refers to permits, not to vessels.
1255 defined in Federal regulations and GOA FMP Amendment 66.
13 <A ctive’ is defined as 20-or-more-charter-bottomfish-trips-per-year it is defined under Issue 10, Option 1 (e.g., at least
1. 5. 10, or 20 charter bottomfish trips).

2



Requested permits must be used within the first full season after recciving the permit or it
is not renewed by NMFS. CQEs can re-apply for permits in the future.

A - . i .
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Option 3. A CQE, representing a community in which 5 or fewer active'' charter businesses
terminated trips in thc community in cach of the years 2004, 2005 and prior to
implementation, may request non-renewed limited entry permits ¢as defined—provided
under Issue 114 on a “first come, first served” basis."

Requested permits must be used within the first full season after receiving the permit or it
is not renewed by NMFS (permit returns to ‘non-renewed permit pool’). CQEs can re-
apply for permits in the future.

' These permits would derive from a much more limited (perhaps none) pool of vacated limited entry permits by permit
holders who did not renew them (see Issue 11).
3



D)

Charter ")
cAssociation

PO Box 478, Homer, AK 99603
www.alaskacharter.org

“To Preserve and Protect the Rights and Resources of Alaska’s Sport Fishermen”

December 06, 2006
Economic Study, GHL, Separate Accountability, State Delegation of Authority

Madame Chair and Council Members thank you for this opportunity to speak on behalf of the
Alaska Charter Association. [ am Greg Sutter, president of ACA. and owner/operator of Captain
Greg’s Charters in Homer. Alaska.

We are at a very important juncture with the halibut issue. In light of the recent halibut charter
catch data provided by the Alaska Department of Fish and Game, the importance of completing a
comprehensive social-economic study cannot be more evident than now. This Council and all parties
involved must be able to truly assess the social-economic impacts and multiplier effects before any
further restrictive action is taken. Hence, this study should be balanced and conducted so that it
parallels both the commercial and charter sectors. The study should be ordered now and conducted by
an organization approved by NMFS to help eliminate any perceived biases.

The ACA strongly urges this Council not to adopt the recent recommendations of its AP
Council to reduce the bag limit to one fish per day in area 2C and in 3A during August. These
measures are extremely draconian in nature and simply are not warranted for several reasons. The
biggest and most glaring reason is that the GHL was never designed to go up with abundance, only
down. With this huge inequity how can the GHL be perceived as “fair and equitable?” I do not know
one charter operator who thought the GHL was “fair and equitable.” Ask yourselves, “Would a
commercial fisherman is SE want to be held to a GHL structured like the charter GHL?”

And had the GHL been allowed to float with abundance, as most other fishery plans do. the
apparent overages in 2C would not have been so significant. If recency was adopted and the GHL
reflected the 2000-04 averages. no overages would have occurred in area 3A and would have been
greatly reduced in area 2C.

The amount of allocation was extremely low, one of the lowest in the country, and without
proper forecasting for the future. Since the adoption of the GHL by NMFS in 2003, beginning in its
first full year and every subsequent year, there were overages in the GHL. Hence, it was a system with
a flawed design created by a previous Council and this council inherited it. We can make a temporary
adjustment to address the inequities existing in the current GHL.

[ would like to refer to Jane DiCosimo’s tables dated 12/05/06. Please look at the section under
“Sport” and the “% combined guided and commercial” column. This highlights were the GHL would
be on a percentage basis if it were allowed to float. If we had adopted the 2000-2004 averages to
account for recency and applied them, area 2C would not have any significant overages and area 3A
would have remained under the GHL.

I would also like to refer to Chris Oliver’s memorandum dated 09/28/05 which illustrates
management measures if overages occur. As you can see the only time it mentions a one fish bag limit



is when an overage is in excess of 50% and it recommends a one fish bag limit during August only, not
the entire season as the AP is recommending. Their recommendations are too extreme, especially in
light of the fact that the GHL was flawed at the very beginning. It should have been tied to abundance
and not designed to immediately put charters in an overage position and face immediate and potential
cuts.

From a charter operator’s perspective, the socio-economic ramifications would be devastating.
For example, if the bag limit for halibut is cut in half, it will be devastating to charter businesses as
well as related tourism businesses in Alaska. I’'m sure our sport fish processors dependent on vacuum
packing sport caught fish do not want to see their business face a potential fifty percent cut? Would
you? Also, the public perception of this Council’s action would be that this Council places a higher
priority and value on bycatch and wasted fish over the public’s desire to access the fishery on a charter
boat; I hope this Council is not perceived this way.

The ACA strongly believes that the bag limit for halibut for all recreational/sport anglers
should remain the same whether they choose to fish on a charter boat or any other boat. Their access
should only be limited by the abundance of the resource. Anglers on charter boats do not consider
themselves anything but recreational/sport anglers and should be treated accordingly.

We also feel it is premature to incorporate the Separate Accountability proposal. We agree with
the Stakeholder’s position. We do believe that all sectors should be held accountable not only for their
catches but their resulting wastage and bycatches through True Accountability. However, neither True
nor Separate Accountability should be considered by this Council until a permanent solution is reached
and in place.

The ACA does encourage the State of Alaska to continue to explore the option of its proposed
delegation of authority. If approved by this Council, we do want the State of Alaska to cooperate and
participate with NMFS to collect and help provide data for the newly proposed National Data program
for recreational/sport fishing.

The ACA does recognize the importance that both sectors have to the general well-being and
the economy of the State of Alaska. Both sectors involve the catching of fish, but the charter sector is
more closely related to the tourism industry. The tourism industry has the potential to become ever
increasingly important to Alaska. We should look towards the future. Tourism should be encouraged,
not discouraged.
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COMMENTS FOR THE NPFMC RE: HALIBUT MORATORIUM
Madame Chair and Council Members: Thank you for the opportunity to speak before you.

By way of introduction, my name is Denise Hawks. I am co-owner of Puffin Fishing Charters.
We have operated out of Seward since 1994 and own 5000 pounds of halibut IFQ in Area 3A.

It is imperative that the Council move forward to implement the December 9, 2005 control date
on new charter boats entering the industry in an effort to help us try to stay within the GHL.

" Although a moratorium alone will not solve the challenges we face, it is needed by the charter
industry to help us limit further growth until a more permanent solution can be developed.

The charter industry currently works as an open market system dictated by “supply” (charter
capacity) and “demand” (charter clients). Despite an increase in capacity in the industry since
the establishment of the GHL, there remain several days each summer when there are no seats
available for either halibut or salmon fishing. Because demand (people wanting to go fishing)
continues to exceed supply (fishing seats available), the capacity continues to increase each year
in an effort to meet the demand. .

In an open market system (with an unlimited resource), there would ultimately be a balance
between clients and seats, and the industry would stabilize — with a stable number of halibut
being harvested. However, the charter industry did not reach that balance before it reached the
GHL. Although a 25% buffer was introduced with the establishment of the GHL, which was
based on charter catch data from 1995 to 1998, this proved inadequate to meet the actual growth
in the public’s demand on the industry. As a result, supply continued to grow to meet demand,
more fish were taken, and the GHL has been exceeded.

As an industry, we have had no regulatory tools to control charter capacity and,
correspondingly, the number of halibut harvested. Even the management interventions
proposed by Council this morning, such as trip limits, bag limits, harvest limits, etc., which
provide consequences for exceeding the GHL, won’t necessarily limit the number of halibut
harvested, since adding more capacity via more (or larger) charter boats can undermine a
number of the strategies proposed. Ineffective interventions will result in continued GHL
overages triggering progressively more restrictive management consequences.

Such restrictive consequences will ultimately result in the charter industry staying within the
GHL, but it will be through a very prolonged, trying, and painful process (for both the
commercial and charter sectors) as the regulatory consequences to GHL overages have to “play
across the market”. If the GHL is managed retroactively through regulatory consequences,
instead of proactively through such tools as a moratorium, the number of halibut harvested will
ultimately drop through market influences. For example, clients won’t want to pay to go fishing
under increasingly restrictive conditions, thereby decreasing demand, or because charter
companies go out of business, thereby decreasing supply. However, the charter fishing industry
could be damaged beyond recovery while these market forces play out.

I would ask that the Council implement the proposed moratorium to limit further entry into the
charter industry as an initial intervention while they work to develop other, more effective
solutions, to address the GHL issue. We were given a target — the GHL -- with no tools with
which to hit the target. A moratorium will be one tool until the target can be adjusted (such as
the GHL being increased via an appropriate strategy) or until other tools are defined by Council.

Thank you for your consideration.




I am Bob Howard, Homer Alaska

I am opposed to implementation of the moratorium as recommended by the Advisory
Council.

The AP in its action eliminated me from the opportunity to qualify for continued guided
sport fishing participation if the moratorium is implemented.

I direct your attention to Staff memorandum dated Nov 29, 2006, Subject: Charter
Halibut Management Page Agenda C-1(e)(1), Alternative 2, No. 10, Option 3: Under
construction as of December 9, 2005 and must have at least 1 year of ADF&G
halibut/bottomfish logbook activity from 1998-2005.

I fall into this category.

Had I known that the pending action was contemplated, I probably would have changed
my business plan, spent more money and completed my construction program in time to
participate in the ‘05 season.

I request that Council action include Option 3 as presented in the Staff memo so I can
continue my guided sport fishing service that I started in 2001, resumed in 2006 and wish
to continue into the future.

Thank you for your reasoned consideration.

Bob Howard, Captain
Homer Alaska



Duncan Fields
Gulf of Alaska Coastal Communities Coalition
Agenda Item C-1(e)

Charter Halibut Moratorium
December 7, 2006

Madam Chairman, Members of the Council:

, Residents in most small, fisheries dependant, coastal communities across the central and
eastern Gulf of Alaska, are seeing more and more halibut charter activity in their areas and have
come to realize that the industry is growing rapidly. However, they also see that the increase in
activity is not local, does not benefit their community and is taking resources away from them —
particularly when the GHL is exceeded. On this point, the staff’s moratorium discussion paper is
abundantly clear. With the exception of a couple of 2C communities, there is very little halibut
charter activity in Alaska’s smaller coastal communities. All of the smaller 3A communities
combined have had less than 30 vessels — at any minimum trip level - over the past couple of
years.

These folks are concerned that, because of growth elsewhere, their ability to access the
fishery will be eliminated. Consequently, their support for the current proposed moratorium is
mixed. Even with the proposed community provisions under item 13 in the current council
motion, they remain concerned:

1. The current option limits a community CQE to whatever use caps are adopted for
individuals. It simply is not equitable to treat an entity that may represent several
hundred community residents the same as an individual charter operator. The
Council recognized this when approving amendment 66 and providing
communities with up to 10 blocks of quota as opposed to a 2 block limit for an
individual. The AP also recognized the need for a range of “cap” alternatives:
The AP’s range of one to five times an individual’s “cap” for the CQE reflects
what was adopted by the Council when considering Amendment 66 and is
supported by the Gulf Coalition.

2. The current motion only considers one option for the amount of permits an non-
developed community can request to participate in the halibut charter fishery — 3
permits for area 2C and Spermits for area 3A. This option could end up
providing less permits to a whole community than would be available to an
individual.
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In addition, if these permits are understood to be vessel specific, the numbers
proposed could easily fall below the threshold necessary to establish charter
opportunities in many of these communities. Because of remoteness and costs
and lack of experience, it is envisioned that, in most instances, the CQE would be
the entity advertising and co-ordinating halibut charter trips. The charter
operators in these communities are not going to be taking 6 clients per day over a
hundred days. Most of these license holders, working under the umbrella of the
CQE, will engaged in other activities as well as “part time” charters — to get the
program started. Consequently, over the course of a season, a number of vessels
may be needed to provide services. Three or five vessels\licenses are not enough.

The Coalition encourages the Council to adopt the range of licenses recommended
by the AP. 3 to 7 licenses for Area 2C and 5 to 15 licenses for Area 3A. The
analysis of these ranges should provide information that will assist the Council in
determining the appropriate number.

The Staff’s discussion paper requested clarification on a number of issues. The
elimination of options 1 and 3 under item 13 and the reformatting of the current option 2 (as
recommended by the AP) addresses many of the staff’s questions. In addition, the AP’s
clarifications that the CQE’s permits are area specific, endorsed for 6 clients and prohibited from
sale address the remainder of Staff’s notations.

The Council should note that the AP has also recommended another important change
imbedded in footnote 16 of the minutes. On the recommendation of the stakeholder committee,
the AP recommended defining an “active” business in the community the same as “active” is
defined for qualification. The Council previously benchmarked 20 deliveries as the minimum
threshold for “active” (footnote 13 of Council motion). As this threshold declines, fewer
communities will qualify for CQE permits.

Thank you for the opportunity to testify regarding the concerns of smaller Gulf of Alaska
fishery dependant coastal communities.






