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AGENDA C+4

OCTOBER 2000
MEMORANDUM
TO: Council, SSC and AP Members
ESTIMATED TIME
FROM:  Chris Oliver C/b? 2HOURS
Acting Executive Director

DATE: September 26, 2000

SUBJECT: Halibut Charter IFQs

ACTION REQUIRED

(a) Update on halibut GHL analysis.
(b) Preliminary review of analysis of halibut charter IFQ alternatives.
(c) Discuss Gulf of Alaska Coastal Communities Coalition charter IFQ proposal .

BACKGROUND

(a) Halibut GHI. analysis

In February, the Council took final action to approve a revised Guideline Harvest Level (GHL) and
implementing management measures to manage the halibut charter fishery in Areas 2C and 3A. The analysis
was submitted for NMFS regional review in July 2000.

ADF&G Sportfish Division staff will report on its efforts to correct Statewide Harvest Survey (SWHS) data,
which was the basis for the Council’s preferred alternative. As a consequence of correcting errors and
adjusting estimation procedures, the estimated statewide sport harvest changed for 1996-98 by a maximum
of 9% for chinook salmon and Pacific halibut, and 17% for coho salmon. The 1996-98 estimates have been
revised, but not yet republished. The corrected estimates for 1996-99 charter/non-charter halibut harvests will
be released in mid-October. ADF&G staff are scheduled to brief the SSC on the methodology for correcting
the estimates at the December meeting.

It is not possible to determine the impact of the data correction on the Council’s GHL decision without the
corrected data. However, the Council may wish to schedule a discussion of this issue for the December
Council meeting and consider possible future action. Possible choices include:

1. Maintain the preferred alternative (average of 1995-99 harvest in pounds), and
a. withdraw the GHL analysis from NMFS review and correct the poundage associated with the
average as recommended by ADF&G or
b. submit the final review analysis as prepared since it was the best available information at the time
of final action and send a letter during the Secretarial public comment period notifying him that the
poundage associated with its preferred alternative should be revised in final rulemaking as
recommended by ADF&G.

2. Reconsider final action on the halibut charter GHL based on corrected data.
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(b) Preliminary review of alternatives

-~
InFebruary, the Council also initiated an analysis for developing an Individual Fishing Quota (IFQ) program

for the halibut charter fishery. In April, the Council adopted a problem statement and a suite of 80
management options recommended by its Halibut Charter IFQ Committee and Advisory Panel. The

alternatives are listed under Item C-4(b)(1).

Draft Problem Statement
adopted by the Council in April 2000

The Pacific halibut resource is fully utilized. The NPFMC recently adopted a GHL to resolve
allocation issues between the guided sport sector and other users of the halibut resource. Upon
adoption by the Secretary of Commerce, the GHL will stop the open-ended reallocation between
commercial and guided sport fishermen, address a number of conservation concerns, and provide
a measure of stability to the halibut fishery. Guided sport IFQs will address problems related to
overcapitalization in the guided sport sector. Extending the existing halibut quota share program
to include the guided sport sector, with provisions to recognize the unique nature of the guided sport
sector, will resolve future allocation conflicts between the commercial and guided sport sectors, and
provide access opportunities for halibut fishermen, processors and consumers.

A preliminary review of the alternatives was distributed to you on September 25. The draft and appendices
are also included with this agenda item. Staff has proposed a restructured set of alternatives and requested
clarification on a number of decision points (Item C-4(b)(2)).

Staff has also requested that the Council consider rescheduling initial review and final action to February )
and April 2001. This would allow the staff to incorporate the corrected ADF&G SWHS data and a NMFS-
contracted report with university economists which will analyze the likely economic consequences of the ten
issues in the proposed charter IFQ program structure. The contracted report is due in early November 2000.

(c) GOACCC IFQ proposal

The Council has also scheduled continued discussion of a proposal to set aside initial charter allocation to
35 Gulf coastal communities. The Executive Summary of that report and list of proposed communities is
under Items C-4(c)(1) and (2).The Gulf Coastal Communities Coalition has proposed a draft problem
statement, which was considered but not adopted by the Council in April.
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GOACCC Proposal Problem Statement

National Standard 8 of the Magnuson-Stevens Fishery Conservation and Management Act directs
that “Conservation and management measures shall, consistent with the conservation requirements
of this Act (including the prevention of overfishing and rebuilding of overfished stocks), take into
account the importance of fishery resources to fishing communities in order to (A) provide for the
sustained participation of such communities, and (B) to the extent practicable, minimize adverse
economic impacts in such communities.” Many smaller Gulf of Alaska communities have yet to
developed mature halibut charter businesses. The current Elements and Options for Analysis by
Council Staff on the halibut charter IFQ issue do not include options allocating, or setting aside
quota share for developing halibut charter fisheries in these fisheries-dependant coastal
communities, nor do they address the sustained participation of many Gulf of Alaska communities
in the halibut charter fishery. Moreover, the current Elements and Options for Analysis do not
address the future importance of halibut charter fishing resources to these communities.

A set-aside would redistribute the benefits of a quota system to coastal communities, perhaps at some net loss
in overall economic benefit if transfer restrictions created a class of quota share that could only be traded
among communities. The distributional impacts would vary depending on the details of the program. As
currently proposed, setting aside 10% of the initial charter allocation for communities would dilute the
amount of quota share received by charter operators. Also, if the community set-aside is reserved strictly
for charter use, then communities would compete directly with the charter industry and not with commercial
harvesters. If communities are issued QS in addition to that awarded the charter sector (110%), then
commercial harvesters would share some of the distributional burden because of the increase in the quota
share pool.

The proposal includes approximately 80 additional options and suboptions for analysis (Item C-4(c)(3)). Staff
recommends that if the Council chooses to add Gulf communities as initial issuees to the analysis, it only add
the allocation decision point to the current halibut charter IFQ analysis. If the Council’s preferred alternative
awards initial issuance of charter QS to communities during final action, it would then initiate a trailing
amendment to analyze the details of the administration and management of those community-based QS. Due
to the timing of implementation, the entire program would be implemented simultaneously perhaps as early
as 2003.
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AGENDA C-4(b)(1)
OCTOBER 2000

APRIL 2000 COUNCIL HALIBUT CHARTER IFQ ALTERNATIVE 2
Issue 1.  Initial QS may be based on:
Option 1. 12.68% in Area 2C and 14.94% in Area 3A of combined commercial and charter halibut quota

Option 2.  14.74% in Area 2C and 14.00% in Area 3A of combined commercial and charter halibut quota

Issue 2.  Distribution of QS may be based on:

Option 1. 70% of 125% of 1998 and 1999 logbook average with an additional 10% (of the 125%) added
for each year of operation 1995-97 (longevity reward). The balance could then be re-issued
to the whole group of participants (some individuals vessel’s total could be over 125% of the
1998 and 1999 logbook average, new entrants may receive only 70% of their 1998 and 1999
logbook average), or this balance could be set aside for initial issue hardships.

Option 2.  Modified Kodiak proposal: 5-30% for A, 33% for B, 37-62% for C (see attachment)
Part A: each individual gets an equal percentage of the qualified pool as identified by the Council’s
final action.
PartB: each individual’s average 98/99 logbook harvest as percentage of overall harvest is multiplied
by 33% of the average 1995-99 GHL.
Part C: one point for each year of participation during 1995-99.

Option3.  50% of an individual’s QS initial issuance would be fixed and the remaining 50% would float
with abundance.

Issue 3. Qualification Criteria

Initial allocations will be based on an individual’s participation and not the vessel’s activity. Anyone not

meeting the qualification criteria would have to purchase QS or transfer (lease) IFQs to participate in the

halibut charter fishery.

Option 1.  Halibut charter operators who carried clients in 1998 and 1999 and who submitted ADF&G
logbooks (as received by ADF&G by February 12, 2000)

Option 2. Halibut charter operators who carried clients in 1998 or 1999 and who submitted ADF&G
logbooks (as received by ADF&G by February 12, 2000)

Option3. Halibut charter operators who carried clients prior to June 24, 1998 and who submitted at least
one ADF&G logbook (as received by ADF&G by February 12, 2000)

Option4. Four out of five years between 1995-1999 as evidenced by IPHC and CFEC licenses for 1995-
99 and submitted logbooks for 1998 and 1999

Option 5.  Four out of five years between 1995-1999 as evidenced by IPHC and CFEC licenses for 1995-
99 and submitted logbooks for either 1998 or 1999
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Issue 4.

Option 1.

Option 2.

Option 3.

Option 4.

Issue 5.

Option 1.

Option 2.

Initial allocation of IFQs would be issued to U.S. citizens or to U.S. companies on the
following basis:
U.S. ownership based on: a) 51% ownership; b) 75% ownership

Charter vessel owner/operator - individual who owns and operates (captains) the charterboat
and charterboat business

Bare vessel lessee - person that leases a vessel and controls its use as a charterboat for this
fishery. May operate the vessel or may hire a captain/skipper. Lessee determines when the
vessel sails and by whom captained

Owners of charterboats that hired licensed captains/skippers - persons that owned the vessel
that they controlled as a charterboat but hired a captain/skipper to operate the vessel

Hired skipper - individual without financial interest in the vessel, hired for the labor only of
operating a charterboat and paid a wage or commission as compensation

To receive halibut IFQ by transfer:

Must be an individual imitial charter issuee

Must be a qualified individual charter operator:

a) as defined by State of Alaska requirement*
b) as defined by State of Alaska requirement* and hold a USCG license.

*this would require a change in the commercial regulations to allow transfer of commercial QS/IFQ to charter operator

Option 3.

Issue 6.

Option 1.
Option 2.

Option 3.

Option 4.
Option 5.
Option 6.

Option 7.

Must have transfer eligibility certificate

Transferability of QS (permanent) and IFQs (on annual basis [leasing])
Within the charter sector only

Two-way (between commercial and charter sectors).

a) 3-yr one way transfer from commercial to charter

b) 1-yr one way transfer from commercial to charter

Transferability of IFQs (leasing):

a) prohibit leasing within and/or between charter and commercial sectors

b) allow leasing within and/or between charter and commercial sectors

allow splitting of commercial blocks to transfer a smaller piece to the charter sector
allow splitting of commercial blocks once transferred to the charter sector

from A, B, C, and/or D commercial vessel category sizes to charter sector

from charter to commercial:
a) D category only
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Option 8.
Option 9.
Option 10.

Option 11.

Option 12.

Issue 7.
Option 1.

Option 2.

Option 3.
Option 4.
Issue 8.

Option 2.

Option 3.

Option 4.

Issue 9.

Option 1.

b) C and D category only
c) B, C, and D category

initial transfer from undesignated charter to a particular commercial vessel category locks in
at that commercial category

Any charter QS transferred to commercial sector shall be:

a) blocked

b) blocked up to the limits of the commercial sweep-up and block limits
one transfer of QS/IFQ each year between sectors for each QS holder

minimum size of transfer is range of 20-72 fish

Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools

Caps

no caps - free transferability

on percentage of annual IFQ transfers (de facto leasing) between sectors not to exceed 25%
of total IFQ and 5% of annual IFQ transfers from charter to commercial; not to exceed the

amount needed to meet the area GHL (1.4 M Ib in Area 2C and 3.91 M Ib in Area 3A) from
commercial to charter

on percentage of annual QS transfers between sectors not to exceed 25% of total QS and 5%
of annual QS transfers from charter to commercial; not to exceed the amount needed to meet
the area GHL (1.4 M Ib in Area 2C and 3.91 M Ib in Area 3A) from commercial to charter
ownership cap of Y4, ', and 1% of combined QS units in Area 2C and Y%, %, and 1% of
combined QS units in Area 3A and grandfather initial issues at their initial allocation

Miscellaneous provisions

maximum line limit of 12 in Area 3A (remains at 6 lines for Area 2C), grandfather initial
issuees

10% rollover provision of total IFQs

10% overage provision of total IFQs to be deducted from next year’s IFQs

IFQs associated with the charter quota shares may be issued in:

Pounds
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Option 2. Numbers of fish (based on average weight determined by ADF&G)

Issue 10. Reporting:
Option 1. Require operator to report landings at conclusion of trip

Option 2. ADF&G logbook
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AGENDA C-4(b)(2)
OCTOBER 2000

Summary of staff recommendations for restructuring the halibut charter IFQ Alternative 2:

ISSUE 1. Initial QS may be based on:

Option 1. 12.68% in Area 2C and 14.94% in Area 3A of combined commercial and charter halibut quota
Option 2. 14.74% in Area 2C and 14.00% in Area 3A of combined commercial and charter halibut quota

Suboption: 50% of an individual’s QS initial issuance would be fixed and the remaining 50%
would float with abundance.

Issue2.  Initial allocation of QS would be issued to U.S. citizens or to U.S. companies on the following
basis:
U.S. ownership based on:  a) 51% ownership; b) 75% ownership

Option 1.  Charter vessel owner/operator - person who owns and operates (captains) the charterboat and
charterboat business

Option2.  Bare vessel lessee - person that leases a vessel and controls its use as a charterboat for this fishery.
May operate the vessel or may hire a captain/skipper. Lessee determines when the vessel sails and
by whom captained

Option3.  Charter vessel owner that hired licensed captains/skippers - person that owned the vessel that they
controlled as a charterboat but hired a captain/skipper to operate the vessel

Option4.  Hired skipper - person without financial interest in the vessel, hired for the labor only of operating
a charterboat and paid a wage or commission as compensation

Option 5.  Charter vessel/business owner - person who owns the charterboat and charterboat business

ISSUE 3. Qualification Criteria

Initial allocations will be based on an individual’s participation and not the vessel’s activity. Anyone not
meeting the qualification criteria would have to purchase QS or transfer (lease) IFQs to participate in the
halibut charter fishery.

Option 1. Initial issues who carried clients in 1998 and 1999 and who submitted ADF&G logbooks (as
received by ADF&G by February 12, 2000)

Option 2. Initial issues who carried clients in 1998 or 1999 and who submitted ADF&G logbooks (as
received by ADF&G by February 12, 2000)

Option 3.  Initial issues who carried clients prior to June 24, 1998 and who submitted at least one ADF&G
logbook (as received by ADF&G by February 12, 2000)

Option 4.  Initial issues who carried clients four out of five years between 1995-1999 as evidenced by IPHC
and CFEC licenses for 1995-99 and submitted logbooks for 1998 and 1999

Option 5. Initial issues who carried clients four out of five years between 1995-1999 as evidenced by IPHC
and CFEC licenses for 1995-99 and submitted logbooks for either 1998 or 1999



ISSUE 4. Distribution of QS may be based on:

Option 1. 70% of 125% of 1998 and 1999 logbook average with an additional 10% (of the 125%) added for
each year of operation 1995-97 (longevity reward). The balance could then be re-issued to the
whole group of participants (some individuals vessel’s total could be over 125% of the 1998 and
1999 logbook average, new entrants may receive only 70% of their 1998 and 1999 logbook
average), or this balance could be set aside for initial issue hardships.

Option 2. Modified Kodiak proposal: 5-30% for A, 33% for B, 37-62% for C (see attachment)
Part A: each individual gets an equal percentage of the qualified pool as identified by the Council’s
final action.
Part B: each individual’s average 98/99 logbook harvest as percentage of overall harvest is multiplied
by 33% of the qualified pool.
Part C: one point for each year of participation during 1995-99.

ISSUE S. Transferability of QS (permanent) and IFQs (on annual basis [leasing])

Option 1. Transfer of QS (permanent) and/or IFQs (leasing):
a) prohibit transfers between charter and commercial sectors
b) allow transfers between charter and commercial sectors
1. l-yr one way transfer from commercial to charter
2. 3-yr one way transfer from commercial to charter
3. two-way (between commercial and charter sectors).

Suboptions under Options b (1-3):

1. Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools.

il. Cap the percentage of annual IFQ transfers (de facto leasing) between sectors not to
exceed 25% of total IFQs and 5% of IFQs per year from charter to commercial; not to
exceed the amount needed to meet the area GHL (12.68% in Area 2C and14.94% in Area
3A) from commercial to charter.

ili. on percentage of annual QS transfers between sectors not to exceed 25% of total QS and
5% of QS per year from charter to commercial; not to exceed the amount needed to meet
the area GHL (12.68% in Area 2C and 14.94% in Area 3A) from commercial to charter

Option 2.  Block restrictions
a) any initially issued (i.e., unblocked) charter QS once transferred to commercial sector shall be:
1. blocked
2. blocked up to the limits of the commercial sweep-up and block limits
b) allow splitting of commercial blocks to transfer a smaller piece to the charter sector
c) allow splitting of commercial blocks once transferred to the charter sector

Option 3.  Vessel class restrictions
a) from A, B, C, and/or D commercial vessel category sizes to charter sector
b) from charter to commercial:
1. D category only
2. Cand D category only

3. B, C, and D category

¢) initial transfer from undesignated charter to a particular commercial vessel category locks in at that
commercial category



Option 4. One transfer of QS/IFQ each year between sectors for each QS holder

Option 5. Minimum size of transfer is range of 20-72 fish

ISSUE 6. To receive halibut QS and IFQ by transfer:
Option 1.  For the charter sector, must be either

a) a initial charter issuee or
b) qualified as defined by State of Alaska requirements for registered guides or businesses*
Suboption: and hold a USCG license.
*this would require a change in the commercial regulations to allow transfer of commercial QS/IFQ to charter operator

Option 2. For the commercial sector, must have a commercial transfer eligibility certificate.

Issue 7.  Caps
Option 1.  No caps - free transferability

Option2.  ownership cap of %, Y, and 1% of combined QS units in Area 2C and %, ¥, and 1% of combined
QS units in Area 3A and grandfather initial issues at their initial allocation

Issue 8.  Miscellaneous provisions
Option 2.  maximum line limit of 12 in Area 3A (remains at 6 lines for Area 2C), grandfather initial issuees
Option 3.  10% rollover provision of total IFQs

Option 4. 10% overage provision of total IFQs to be deducted from next year’s IFQs

Issue9.  IFQs associated with the charter quota shares may be issued in:
Option 1. Pounds

Option 2. Numbers of fish (based on average weight determined by ADF&G)

Issue 10. Reporting:

Option 1.  Require operator to report landings at conclusion of trip

Option 2. ADF&G logbook



PRELIMINARY REVIEW OF HALIBUT CHARTER IFQ ANALYSIS

REVIEW OF MANAGEMENT ALTERNATIVES
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INTRODUCTION

The North Pacific Fishery Management Council began considering a management plan for the halibut charter
fishery in 1993. The Council identified an expanding charter fleet with unlimited growth of halibut harvests
as a management problem. The Council has taken a step-wise approach to addressing this problem.

In 1998, the State of Alaska through the Board of Fisheries (BOF) and its management arm, the Department
of Fish and Game (ADF &G), implemented three changes to how it manages sport fisheries. It began a program
to register both sportfishing guides and service businesses to collect information on participation and harvest
by saltwater charter vessel clients. It stopped registering charter vessels because the Alaska Commercial
Fisheries Entry Commission (CFEC) implemented a licensing program for all sportfishing vessels. ADF&G
also implemented a mandatory statewide logbook program for saltwater charter vessels.

The description of the halibut charter and commercial fisheries (Section 3) from the 1999 Council halibut GHL
analysis (NPFMC 1999) will be brought forward into the analysis. It was anticipated that the entire Section
3 of the GHL analysis would be brought forward into the IFQ analysis; however, ADF&G Sportfish Division
informed the Joint Council/Board Committee in September 2000 that its Research and Technical Services
(RTS) branch is correcting its estimates of effort, catch and harvest of all sportfish estimates for 1996-99 from
the Statewide Harvest Survey (mail-out survey).

Addition of new ADF&G staff to the Statewide Harvest Survey project precipitated a thorough review of
computer programs and processes that had been developed over the 20+ years of the project (Rob Bentz, pers.
commun.). As a result of that review, ADF&G determined that computer programs used to produce estimates
for 1995 through 1998 contained errors. These errors incorrectly altered some angler’s reported catch and
harvest. The errors did not affect all species or fishing locations in the same way; thus some estimates were
too high, while others were too low. In addition, the computer programs did not properly account for anglers
who did not respond to the survey when generating estimates for angler-days fished and household trips. This
error resulted in estimated days-fished and household trips that were too high for 1995 through 1997. ADF&G
technical staff also determined that the approach used to account for anglers who did not respond should be
adjusted to reflect the approach published in current scientific literature. This revised approach was applied
to 1996 through 1998 estimates of effort, catch, and harvest. Some estimates did not change, while others
increased or decreased. As a consequence of correcting errors and adjusting estimation procedures, the
estimated statewide sport harvest changed over the affected years by a maximum of 9% for chinook salmon
and Pacific halibut, and 17% for coho salmon. The 1996 through 1998 estimates have been revised, but not
yet republished. The 1995 estimates can not be revised because the original data file can not be restored from
tape. RTS reports that the corrected estimates for 1996-99 charter/non-charter halibut harvests will be released
in mid-October. RTS staff are scheduled to brief the SSC on the methodology for correcting the estimates at
the December meeting.

The uncorrected ADF&G harvest estimates are the basis for the Council’s preferred alternative on the halibut
charter GHL adopted in February 2000: Area 2C and 3A GHLs are based on the average of 1995-99 harvest
in pounds, with a cap of 1.4 M 1b in Area 2C and 3.91 M Ib in Area 3A. In June 2000, the Council clarified
that the IFQ allocation options would be based on the ratio between the charter and commercial sectors (charter
percentage of the combined charter and commercial quota) as reflected in the halibut GHL preferred alternative

(12.68% in Area 2C and 14.94% in Area 3A) and a rejected alternative (14.74% in Area 2C and 14.00% in
Area 3A).



The Council may choose to review its GHL decision in light of the corrected ADF&G harvest estimates as this
data was the basis for its preferred alternative. It is not possible to determine the impact of the data correction
on the Council’s GHL decision without the corrected data. However, the Council may wish to schedule a

discussion of this issue for the December Council meeting and consider possible future action. Possible choices
include:

1. Maintain the preferred alternative (average of 1995-99 harvest in pounds), and
a. withdraw the GHL analysis from NMFS review and correct the poundage associated with the average
as recommended by ADF&G or
b. submit the final review analysis as prepared since it was the best available information at the time of
final action and send a letter during the Secretarial public comment period notifying him that the
poundage associated with its preferred alternative should be revised in final rulemaking as
recommended by ADF&G .
2. Reconsider final action on the halibut charter GHL based on corrected data.

Options la and 2 would both necessitate approximately 2-3 weeks of additional staff time to revise the
Secretarial Review draft of the GHL analysis.

A second data issue will affect the current schedule for action. NMFS AFSC has contracted with university
economists to develop a report that analyzes the likely economic consequences of the ten issues in the proposed
charter IFQ program structure. The contracted report is due in early November 2000. Upon receipt of the
report, Council staff will then incorporate the results into the RIR section of this analysis.

Initial review is currently scheduled for December 2000 and final action in February 2001. Because it will not
be possible to prepare the initial review draft of the analysis without: 1) the corrected ADF&G data (or will
cause the staff to repeat their efforts on known biased data and then on corrected data), and 2) the results of
the outside economic contract, and 3) possible additional staff time to revise and resubmit the GHL analysis,
staff is recommending that the Council consider rescheduling initial review to February 2001. Final action
would be rescheduled to April 2001. This delay would not affect the year of implementation. If approved, the
charter IFQ regulations could be published by 2002. Application period, submission and verification of charter
records, the appeals process, modifications of NMFS-Restricted Access Management (RAM) computer
programs, and any other required changes by NMFS likely would take one to two years to implement, or 2003
at the earliest (Phil Smith, pers. commun.).

Purpose and Need for the Action

The Council began considering management alternatives for the halibut sport fisheries in September 1993 in
response to a proposal from the Alaska Longline Fishermen’s Association (ALFA) in Sitka. The proposal cited
the “rapid, uncontrolled growth of the guided halibut charter industry” off Alaska. Because the harvest limits
for the commercial longline fishery are set after deducting the estimated harvests by sport fishing (and all other
harvests), ALFA was concerned that further growth would result in a reallocation of halibut from the directed
commercial longline fishery. It was particularly concerned because the resource is fully utilized and halibut
abundance was projected to decline (ALFA proposal, May 1993).

Based on Council discussion, public testimony, and evidence citing projected continued growth of the
charterboat industry, the Council determined that some type of management program for the halibut charter
fishery, including potential limited entry, warranted further consideration. The Council also approved a control
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date of September 23, 1993 as a potential cutoff date in the event of a moratorium on further entry into the
fishery (this control date was never published in the Federal Register).

The Council established a Halibut Charter Working Group (Work Group) in 1993 comprised of staff, three
commercial fishery representatives, one non-charter fish representative, and six charter vessel representatives
to identify and examine potential management alternatives for the sport fisheries. The Work Group was
specifically requested to further develop suitable elements and options for a regional or statewide moratorium
on new entry of halibut charter vessels. Although the Work Group could not reach agreement on appropriate
management alternatives, it did collect extensive information on the fishery for Council consideration relative
to various alternative management measures.

The Council deferred further action until 1995 because of other management priorities. In January 1995, the
Council again reviewed the Work Group findings, took public testimony, and discussed further development
of management alternatives. The Council formulated a problem statement and specific management
alternatives. Formal analysis, however, was delayed by: (1) other tasking priorities for staff, and (2) the
availability of funding for outside research contracts to acquire the necessary analytical expertise on the sport
fisheries. Toward the end of 1995 and the beginning of 1996, Council funding uncertainties were caught up
in the FY 1996 budget delays at the Congressional level. In mid-1996, funding became available for outside
research contracts.

In June 1996, the Council again discussed the halibut charter issue, and narrowed the alternatives for study.
Specifically, the Council decided to focus management alternatives only on the charterboat fishery (the fastest
growing segment based on IPHC and ADF&G reports), thus deleting the non-guided halibut sport fishery from
further management consideration. The Council also deleted the alternative for a separate IFQ system for the
charter fishery (primarily due to the lack of individual harvest history), but retained an option to allow the
charter industry to purchase or lease IFQ from the existing commercial program, in the event a cap closed the
fishery early. Finally, the Council deleted an absolute poundage cap on the charter fleet, but retained an option
for a floating cap expressed as a percentage of the overall available quota. After a research solicitation process,
and after reviewing several proposals, a contract was awarded in September 1996 to the University of Alaska’s
Institute for Social and Economic Research (ISER).

During initial review in April 1997, the Council added contemporary control date options of April 15, 1997,
and the date of final action in September 1997. In September 1997, based on analyses prepared by the Council
and ISER staffs (NPFMC 1997), the Council took final action on two management actions affecting the halibut
charter fishery, culminating more than four years of discussion, debate, public testimony, and analysis:

Recordkeeping and reporting requirements. The Council approved recording and reporting requirements for
the halibut charter fishery. To comply with this requirement and its own management needs, the Alaska
Department of Fish and Game (ADF&G) Sportfish Division, under the authority of the Alaska Board of
Fisheries (BOF), implemented a Saltwater Sportfishing Charter Vessel Logbook (SCVL) in 1998. Information
collected under this program includes: number of fish landed and/or released, date of landing, location of
fishing, hours fished, number of clients, residence information, number of lines fished, ownership of the vessel,
and the identity of the operator. It complements additional sportfish data collected by the State of Alaska
through the Statewide Harvest Survey (SWHS), conducted annually since 1977, and the on-site (creel and catch
sampling) surveys conducted separately by ADF&G in both Southeast and Southcentral Alaska.



Guideline Harvest Levels in IPHC Areas 2C and 3A. The Council adopted GHLs for the halibut charter
fishery, but only for IPHC Regulatory Areas 2C and 3A. They were based on the charter sector receiving 125%
of their 1995 harvest (12.76% of the combined commercial/charter halibut quota in Area 2C, and 15.61% in
Area 3A). The Council stated its intent that the GHLs would not close the fishery, but instead would trigger
other management measures in years following attainment of the GHL. The overall intent was to maintain a
stable charter season of historic length, using statewide and zone specific measures. If end-of-season harvest
data indicated that the charter sector likely would reach or exceed its area-specific GHL in the following
season, NMFS would implement the pre-approved measures to slow down charter halibut harvest. Given the
one-year lag between the end of the fishing season and availability of that year’s catch data, it was anticipated
that it would take up to two years for management measures to be implemented.

Also in September 1997, the Council adopted a framework for developing local area management plans
(LAMPs) using the joint Council/Board protocol. LAMPs would be submitted through the BOF proposal cycle,
but portions of the plans pertaining to halibut would ultimately require Council approval and NMFS
implementation. To date, one LAMP for Sitka Sound has been implemented. Fourteen LAMP proposals are
under development through the BOF LAMP committee process. This effort has been stalled due to lack of
funding for area-wide community meetings.

In December 1997, the NMFS Alaska Regional Administrator informed the Council that the GHL would not
be published as a regulation. Further, since the Council had not recommended specific management measures
to be implemented by NMFS if the GHL were reached, no formal decision by the Secretary was required for
the GHL. Therefore, the analysis never was forwarded for Secretarial review. The Council’s intent, however,
partially was met by publishing the GHL as a notice in the Federal Register on March 10, 1998. It did not
constrain the charter fishery, but did formally announce the Council’s intent to establish measures to maintain
charter harvest at or below the GHL using 1995 as the baseline year. Following a recommendation in April
1998 to set a revised control date for possible limited entry into the halibut charterboat fishery, NMFS
published a new control date of June 24, 1998, in the Federal Register.

After being notified that the 1997 Council analysis would not be submitted for Secretarial review, the Council
initiated a public process in 1998 to identify GHL management measures. The Council formed a GHL
Committee comprised of one Council member representing the charter industry, one BOF member representing
the charter industry, two charter industry representatives from Area 2C, two charter industry representatives
from Area 3A, one unguided sport representative from Area 3A, and two subsistence/personal use
representatives from Area 2C. The Committee’s task was to recommend management measures for analysis
that would constrain charter harvests under the GHL. It convened in February and April 1998 and January
1999. The two subsistence/personal use committee members voluntarily stepped down from the Committee
after the first meeting due to travel costs. In 1998 and again in early 1999, the Council discussed and approved
the recommendations of the committee and Advisory Panel with modifications for analysis.

In April 1999, the Council identified for analysis: (1) a suite of GHL management measure alternatives; (2)
alternatives that would change the GHL as approved in 1997; and (3) area-wide and LAMP moratorium
options under all alternatives. Recognizing that (1) reliable inseason catch monitoring is not available for the
halibut charter fishery; (2) inseason adjustments cannot be made to the commercial longline individual fishing
quotas (IFQs); and (3) the Council’s stated intent to not shorten the current charter fishing season resulted in

the Council designing the implementing management measures to be triggered in subsequent fishing years,
rather than in-season.



During initial review in December 1999, the Council added: (1) a change in possession limits to the
management measures that it would consider to limit charter halibut harvests under the GHL; (2) an option to
apply the GHL as a percentage of the CEY by area after non-guided sport and personal use deductions are
made, but prior to deductions for commercial bycatch and wastage; (3) an option to manage the GHL as a 3-
year rolling average. Lastly, the Council deleted an option that would close the charter fishery inseason if the
GHL was reached or exceeded. The Council further adopted the restructured alternatives as proposed by staff.

During final action in February 2000, the Council adopted as its preferred alternative:

1.

The halibut charter GHL would be set at 12.68% in Area 2C and 14.94% in Area 3A of combined
commercial and charter halibut quota, which are based on the average of 1995-99 in pounds (with a cap
of 1.4 MIbin Area 2C and 3.91 M Ib in Area 3A).

2. Implement management measures using the following implementation regime for each IPHC regulatory
area. These measures would be removed if harvests fall below the GHL and they are no longer necessary.
If the GHL is exceeded, 0-20% reduction measures (e.g., trip limits, prohibiting harvest by skipper and
crew) would be implemented in the season following the overage. In years of >20% overage, measures that
are projected to achieve 0-20% reduction in charter harvest would be implemented in the following season
and measures that are projected to achieve >20% reduction in charter harvest (e.g., annual limits, one fish
bag limit in August) would be implemented one year later to allow for verification of charter harvest. The
regulations will establish a framework process to review and adjust the management measures in the event
of an overage and to evaluate their efficacy to determine if a subsequent regulatory package is necessary.
Area 2C Management Tools Area 3A Management Tools
Required Reduction Management Tool Required Reduction Management Tool
<10% Trip Limit <10% Trip Limit
10% - 15% Trip Limit
No Harvest by Skipper + Crew
15% - 20% Trip Limit 10% - 20% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 7 Fish
20% - 30% Trip Limit 20% - 30% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 6 Fish Annual Limit of 7 Fish
30% - 40% Trip Limit 30% - 40% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 5 Fish Annual Limit of 6 Fish
40% - 50% Trip Limit 40% - 50% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 4 Fish Annual Limit of 5 Fish
>50% Trip Limit >50% Trip Limit
No Harvest by Skipper + Crew No Harvest by Skipper + Crew
Annual Limit of 4 Fish Annual Limit of 4 Fish
One Fish Bag Limit in August L One Fish Bag Limit _in August




Draft Problem Statement

The Council adopted the following draft problem statement in April 2000 for this analysis.

The Pacific halibut resource is fully utilized. The NPFMC recently adopted a GHL to resolve allocation issues
between the guided sport sector and other users of the halibut resource. Upon adoption by the Secretary of]|
Commerce, the GHL will stop the open-ended reallocation between commercial and guided sport fishermen,
address a number of conservation concerns, and provide a measure of stability to the halibut fishery. Guided
sport IFQs will address problems related to overcapitalization in the guided sport sector. Extending the existing
halibut quota share program to include the guided sport sector, with provisions to recognize the unique nature
of the guided sport sector, will resolve future allocation conflicts between the commercial and guided sport
sectors, and provide access opportunities for halibut fishermen, processors and consumers.

As noted (below) in its June 2000 minutes, the SSC provided the following comments on the Council’s problem
statement.

...The problem statement expresses some potentially overly optimistic results for the charter IFQ
program, including; “Extending the existing halibut quota share program to include the guided
sport sector, with provisions to recognize the unique nature of the guided sport sector, will resolve
future allocation conflicts between the commercial and guided sport sectors, and provide access
opportunities for halibut fishermen, processors and consumers.” While halibut IFQ's provide
promise for reduction of some allocation conflict, it may not fully extinguish regional conflict over
halibut allocation.

The following is taken from the Supplemental Environmental Impact Statement for the Individual Fishing
Quota Management Alternative for Fixed Gear Sablefish and Halibut Fisheries (NPFMC 1992). The

discussion, while prepared for the commercial halibut fishery, also applies to the charter halibut fishery and
has been adapted for this discussion.

Allocation

One of the benefits of an individual transferable quota system is that it removes governments and state
institutions from resource allocations. It is commonly believed that if the marketplace is left to operate freely,
much of the acrimony can be removed from allocation issues. This contention would seem to be borne out by
the Canadian and New Zealand experiences. This benefit, however, only flows following the introduction of
a quota system. In the development stage, debate on who will be included for initial allocation, and who will
not, is likely to be emotive. People excluded at this part of the process may harbor long resentment. In New
Zealand, part-time fishermen were eliminated from the fishery by administrative means as many as four years
prior to the introduction of the quota management system. Some ten years later, these people still bemoan
having been disenfranchised, and continue to try and re-enter the fishery without acquiring quotas. There was
no intention under the Council's commercial IFQ programs to use these means to remove people from the
fishery actively. Nonetheless, there were those who were not eligible to receive an initial allocation of quota
shares, and many continue to be disgruntled with the programs. Crew members are most notable among these
groups.



Underlying a quota system is the notion that quota shares will pass from less efficient to more efficient
operators. More efficient operators are generally deemed to be those who will pay a higher price to purchase
the quota. It is through having fishery resources exploited by the most efficient users that the greatest economic
value from the resource will accrue to the United States. The Council has provided for quota shares and
individual fishing quotas to be partially transferable, and in so doing has opened the way for quotas to move
to those who will utilize them most efficiently. For a number of largely social reasons, however, the Council
has imposed a number of restrictions on the operation of the market for commercial quota shares and has
proposed similar restrictions for the charter IFQ program. These can be expected to impede the passage of
quotas in the way described. By imposing restrictions on who can own quota, and how much they can own, the
Council has precluded persons from participating in quota ownership who may be more efficient. For example,
it may be that someone with no fishing experience may be more efficient than someone with a bare five months.
Similarly, people holding 0.5 percent of halibut for an area may be more efficient than someone holding less
than the ownership cap. Through the Council's restrictions these people would be precluded from acquiring
further quotas.

In a wider philosophical context, one of the fundamental criticisms of the IFQ program is that although the
nation's fishery resources are owned by every citizen, it gives ongoing access rights to a small group. This
means that the initial QS recipients will receive much of the benefits of the program. Although some of the
future participants in these fisheries and the public at large will receive some of the benefits, the public at large
may be required to pay the additional management and enforcement costs and some current participants or
potential future participants will be affected adversely by the program. That is, the distribution of the benefits
and costs of the proposed program are considered by some to be inequitable. The ability to more equitably
distribute the benefits and costs of an IFQ program appear to be limited by the MSFCMA.. For example, IFQs
cannot be auctioned by the government. The Council has responded to this problem in two ways. First, it has
recommended QS allocation rules that will distribute QS to a large number of persons. Second, it has stated
its intent to collect program costs from QS owners as soon as and to the extent it can. As a result of a change
to the MSFCMA, fees to cover the cost of implementing, administering, and enforcing the program will be
collected from those who will own QS beginning this year.

Excess Harvesting Capacity

It has been argued that there are too many vessels, and one of the objects of introducing a quota system is to
rationalize the fishery in part by reducing their numbers. It is hoped that following initial issuance, transfers
of quotas will lead to less efficient vessels leaving the industry. It is in this respect that the restrictions placed
on transferability have their greatest impact. The fact that there are too many vessels has been identified as
a problem. The Council has considered the introduction of a quota system as a means to enable vessels to leave
the industry, and to receive some recompense through the sale of quota shares for so doing. In the course of
developing the alternatives for analysis, the Council has adopted a number of social motives. These were not
specified, however, as mitigating circumstances in the problem statement. One is forced to conclude, therefore,
that any impediments to this rationalization detract from the efficacy of the Council’s ultimate choice for a
preferred alternative. Clearly the restrictions on ownership caps and vessel category transfers between sectors
will work to impede or frustrate rationalization or consolidation of the fleet.

At this date, the Council has not yet decided to set aside some portion of the charter allocation to small coastal
communities (and it is unclear whether such an allocation would come from the initial allocation to the charter
sector or from the combined commercial/charter quota). The allocation of quotas to communities can be
expected to aggravate the situation of excess harvesting capacity further. Community shares can be expected

..



to add additional vessels to the fishery. At best, the communities may purchase and use existing vessels from
fishermen choosing to leave the industry. There is, however, no proposed requirement for them to do so. They
may choose to build new vessels or acquire vessels from other fisheries, thus adding to the excess harvesting
capacity problem. This may be aggravated further if participating communities choose to use small vessels,
which may diversify to participate in other sport fisheries further exacerbating fishing pressure on other coastal
fishery stocks. This may lead to overcapitalization and/or increased fishing effort in other sport fisheries, a
concern expressed by ADF&G.

Economic Stability in the Fisherv and Communities

The allocation of charter QS is expected to result in charter operators making investment decisions that will
more closely match harvesting capacity with sustainable fish yields. This, in turn, is expected to produce a
more stable environment for the charter fishing industry. It is assumed that an individual with a pre-defined
quantity of fish to catch will make investment decisions based on that amount of fish.

This state of affairs may come about after a period, but is unlikely in the short term. The introduction of people
into the fisheries due to the allocation criteria along with the proposed community set-aside combine to give
each participant a smaller quota share than his or her current involvement in the fishery. In some cases, this
reduced allocation may be substantial. For these individuals an uncomfortable period can be expected to follow
implementation during which they must determine their future in the fishing industry. The questions they face
concern selling their quota shares and leaving the industry, acquiring further quota shares and participating
fully in the industry, participating to the level of their quota shares, and supplementing the livelihood by other
means, or sitting on their quota shares, but not participating in the industry. The level of overcapitalization
suggests that this discomfort may afflict a large number of people. Until these people have resolved the level
of their participation in the fishery, the Council’s ultimate choice for a preferred alternative may not lead to
economic stability. And impediments to ready transferability of QS and IFQs can be expected to prolong the
transition to a more economically stable fleet.

Coastal Communities

The Council wished to enhance the opportunities for rural coastal communities to participate in the sablefish
and halibut fisheries. It was in pursuit of this objective that the western Alaska community development
program was included in the preferred alternative for the halibut and sablefish commercial IFQ programs.
Economic opportunities for small communities were enhanced by having portions of the halibut and sablefish
quotas set aside. The CDQ program later was expanded to include all groundfish and crab species.

The Council is currently considering allowing Gulf of Alaska coastal communities to purchase and hold
commercial halibut and sablefish QS. In June 2000, the Council prepared a draft problem statement to solicit
public comment on this proposal. This proposal, along with all other 1999 proposals, will be considered by the
Council at the October Council meeting under its staff tasking agenda item.



Draft Council Problem Statement
Community Purchase of Halibut and Sablefish IFQs

National Standard 8 of the Magnuson-Stevens Fishery Conservation and Management Act directs that
“Conservation and management measures shall, consistent with the conservation requirements of this Act
(including the prevention of overfishing and rebuilding of overfished stocks), take into account the importance
of fishery resources to fishing communities in order to (a) provide for the sustained participation of such
communities, and (b) to the extent practicable, minimize adverse economic impacts in such communities.”
Although the halibut IFQ program was developed under the Halibut Act which may not require consistency
with all of the Magnuson-Stevens’ national standards, the Council believes Congress clearly intended that
Council consider the impacts of all of its management measures, including halibut management regulations,
on fisheries dependant communities. The current halibut and sablefish IFQ management structure, despite its
many benefits, was not designed to minimize adverse economic impacts on fisheries-dependant coastal
communities in the Gulf of Alaska, and by all current indications, will not provide for the sustained
participation of many of Alaska’s smaller Gulf communities in the halibut and sablefish IFQ fisheries.

The Council has also scheduled continued discussion of a proposal to set aside initial charter allocation to the
same Gulf coastal communities. The Gulf Coastal Communities Coalition has proposed a draft problem
statement, which was considered but not adopted by the Council.

Proposal Problem Statement

National Standard 8 of the Magnuson-Stevens Fishery Conservation and Management Act directs that
“Conservation and management measures shall, consistent with the conservation requirements of this Act
(including the prevention of overfishing and rebuilding of overfished stocks), take into account the importance
of fishery resources to fishing communities in order to (A) provide for the sustained participation of such
communities, and (B) to the extent practicable, minimize adverse economic impacts in such communities.”’
Many smaller Gulf of Alaska communities have yet to developed mature halibut charter businesses. The
current Elements and Options for Analysis by Council Staff on the halibut charter IFQ issue do not include
options allocating, or setting aside quota share for developing halibut charter fisheries in these fisheries-
dependant coastal communities, nor do they address the sustained participation of many Gulf of Alaska
communities in the halibut charter fishery. Moreover, the current Elements and Options for Analysis do not
address the future importance of halibut charter fishing resources to these communities.

In addition to the economic benefits of being awarded QS (as presented in the proposal), one of the effects of
a community set-aside will be to add further harvest capacity to a fishery which it has been agreed is already
overcapitalized, at least in certain ports. The participation of additional people in the fishery can be expected
to aggravate the situation of overcapitalization. It will also dilute the quota shares issued to charter operators,
and perhaps commercial fishermen depending on whether the set-aside comes from the charter or both sectors.
The set-aside (proposed to be around 10% of the initial charter allocation) may result in large numbers of
charter operators receiving quota shares which do not meet their current client demand.

16 U.S.C. 1851, Sec 201.



Charter IFQ Alternatives

The Council also made some general statements about its intentions for the design of the proposed charter IFQ
program.

*  The previously approved GHL program should be submitted for Secretarial review and implemented as
soon as possible. The halibut charter IFQ program, when and if adopted by the Council and approved by
the Secretary, would replace the GHL.

»  The charter IFQ program would be limited to Areas 2C and 3A only and are not transferable across areas.
+  The duration of charter IFQ would have no specific ending date.

*  An appeals process would be based on
a) fact;and
b) hardship, similar to groundfish and crab license limitation program.

»  The charter IFQ program would be subject to cost recovery.

+  Staff should analyze impacts of the proposed charter IFQ program on all commercial sectors, including
processors.

* ADF&G staff will provide a discussion of the potential migration of QS between ports within an IFQ
regulatory area and the best tool for managing such migrations (i.e., LAMPs) for the analysis.

The following alternatives were developed by the Halibut IFQ Committee, Advisory Panel, and Council. The
committee convened twice prior to the April 2000 Council meeting and is scheduled to meet on October 2 to
review this preliminary analysis. It is comprised of ten charter operators and one guided angler, with five
commercial fisherman and one community representative acting as non-voting technical advisors. The Council
adopted the committee recommendations in April 2000 with modifications as proposed by the Advisory Panel
and the public.

As can be seen, the Council’s choices for the charter IFQ system would incorporate the charter sector into the
existing commercial IFQ program. The current prohibition on the creation of new IFQ programs (set to expire
on October 1, 2000) would therefore not apply to the proposed changes. The following 40 options under ten
management issues result in a complex decision making matrix. The options are not exclusive choices in all
cases, that is, multiple options may be chosen under some issues. The Council is also considering whether to
include Gulf of Alaska coastal communities in Areas 2C and 3A as initial charter QS issuees, perhaps up to
a limit of 10% of the initial charter QS. The proposal includes approximately 80 additional options and
suboptions for analysis. The staff recommends that if the Council chooses to add Gulf communities as initial
issuees to the analysis, that it only add the allocation decision point to the current analysis. If the Council’s
preferred alternative awards initial issuance of charter QS to communities, it then also would initiate a trailing
amendment to analyze the details of the administration and management of those community-based QS. Due

to the timing of implementation, the entire program would be implemented simultaneously in perhaps as early
as 2003.
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Part I of this paper reviews the current list of alternatives. Part Il details the analytical design of the economic
analysis of the alternatives. Part III summarizes the staff conclusions of this preliminary review of the
alternatives. Part I'V contains a draft Table of Contents for the initial review analysis.

PART 1. REVIEW OF ALTERNATIVES

Under the proposed program, the Council has set forth a design that would incorporate the halibut
charter IFQ program into the existing commercial IFQ program. There would be no ‘charter QS/IFQ’
or ‘commercial QS/ IFQ.’ There would be QS used in the commercial and charter sectors. The QS would be
essentially indistinguishable between the two sectors, except that regulations designed for the commercial
fishery, such as vessel class categories and block restrictions would be waived when IFQs are used in the
charter fishery pending the preferred alternative. It is the “use” of the IFQs in either the commercial or charter
fishenies that determine the regulations governing them. “Use” and not “fishing sector” is the operative
management tool for determining appropriate restrictions.

Issue 1. Initial QS may be based on:
Option 1. 12.68% in Area 2C and 14.94% in Area 3A of combined commercial and charter halibut quota
Option 2.  14.74% in Area 2C and 14.00% in Area 3A of combined commercial and charter halibut quota

Issue 1 includes two options for setting the base amount for issuing initial QS associated with the charter
sector. After initial issuance, QS will be interchangeable between and within fishing sectors as approved by
the Council during final action and will be managed under a combined commercial/charter quota that will
fluctuate with halibut abundance. QS will be allowed to move, with some restrictions, as market conditions
warrant. IFQs would fluctuate as controlled by the IPHC catch limits.

In June 2000, the Council clarified the Issue 1 suboptions to indicate that the options should reflect the ratio
between the charter and commercial sectors as developed under the halibut GHL final action recommendation
taken in February 2000. Option 1 would set the initial issuance of QS for the charter sector at 12.68% in Area
2C and 14.94% in Area 3A of the combined commercial and charter halibut quota, which is based on 125 %
of 1995-99 landings. Option 2 would set the initial issuance at 14.74% in Area 2C and 14.00% in Area 3A.
This option reflects the percentages associated with a rejected option from that GHL analysis, which was based
on the average of 1998 and 1999 halibut charter harvests.

As in the commercial halibut IFQ program, QS will be issued in units. These units are based on pounds
harvested, according to the option selected in the GHL preferred altemnative. The initial charter QS units will
be scaled so that these QS may be combined with the commercial QS units into a combined QS pool that will
result in no net loss of IFQs (pounds) in the commercial sector. This is done to facilitate transfers between
sectors (so that the pounds of IFQ resulting from a QS unit in an area are the same for both the commercial
and charter sectors).

For each area, the amount of QS individually held would be divided by the amount of all the QS that will be
issued for that area, both commercial and charter (this is the Quota Share Pool, or QSP). The resulting fraction
would then be multiplied by the combined TAC for that area. The equation yields the number of pounds of IFQ
that a QS holder may harvest. The above explanation can be expressed as follows:
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QS + QSP x TAC =IFQ.

While the Council has included two options based on the data analyzed in the GHL analysis, the ADF&G
Research and Technical Services Division staff are currently re-estimating sportfish harvests for 1996 - 1999.
Total harvest estimates, along with the charter/noncharter estimates for Areas 2C and 3A are planned to be
released to the public by mid-October (R. Bentz, pers. commun.). It is not known to what extent the harvest
re-estimates will affect the percentages in the current list of options; however it is clear that the Council
analysis should be based on the corrected estimates (when available).

Issues 2 (Distribution of QS), 3 (Qualification Criteria), and 4 (Initial Allocation Issuees).

Issues 2, 3, and 4 are being presented in the opposite order than originally listed because the complex data
discussion that pertains to all three issues can be more logically presented in this order. Issue 4 (Initial
Allocation) deals with the question of “who’ (what type of participant) gets issued initially issued charter quota
shares. Having established ‘who’ is eligible, the discussion then proceeds to what combinations of past
participation qualify for receiving quota shares (Issue 3). The distribution schemes for allocation can then be
discussed once the rules governing the qualified pool of initial issuees is identified (Issue 2).

Issue4. Initial allocation of IFQs would be issued to U.S. citizens or to U.S. companies on the
following basis:
U.S. ownership based on:  a) 51% ownership; b) 75% ownership

Option 1. Charter vessel owner/operator - individual who owns and operates (captains) the charterboat and
charterboat business

Option2.  Bare vessel lessee - person that leases a vessel and controls its use as a charterboat for this fishery.
May operate the vessel or may hire a captain/skipper. Lessee determines when the vessel sails and
by whom captained

Option 3. Owners of charterboats that hired licensed captains/skippers - persons that owned the vessel that
they controlled as a charterboat but hired a captain/skipper to operate the vessel

Option 4. Hired skipper - individual without financial interest in the vessel, hired for the labor only of
operating a charterboat and paid a wage or commission as compensation

Staff recommends that the existing language referring to IFQs be replaced by QS, since it refers to initial
allocation. IFQ permits and poundage corresponding to an amount of QS held are in turn issued to QS holders.

Also, information verifying U.S. based ownership is not available to NMFS, and would have to be retrieved
from applicants and reviewed at time of implementation. U.S. Ownership Standards. Increasing the percentage
of US ownership in vessels operating in the territorial waters of the U.S. was a primary goal of the American
Fisheries Act of 1998. Implementation of the U.S. ownership standards prescribed in the AFA is the
responsibility of the Maritime Administration (MARAD) within the U.S. Department of Transportation.
MARAD was directed to amend section 12102(c) of Title 46 to require 75 percent U.S. ownership of vessels
participating in fishery operations in U.S. waters. It also establishes maximum size and horsepower limits for
replacement vessels eligible under this Act. Final regulations implementing this portion of the AFA were
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published in the Federal Register on July 19, 2000, for vessels greater than 100" in registered length. The new
ownership standards outlined in the AFA are scheduled to go into effect on October 1, 2001. Vessels that do
not meet this ownership standard have, or are currently, reorganizing their ownership to comply with the new
requirements. No quantitative data analysis on these suboptions will be included in the analysis.

To be eligible for issuance of initial QS, persons (i.e. legal entities, many of whom will be individuals, but not
all) will have had to have been involved in the halibut charter fishery in at least one of four distinct participant
categories the Council identified for analysis under this issue. These are charter vessel owner/operators, bare
vessel lessees (that operated vessels or hired skippers), owners of chaterboats that hired licensed captains, and
hired skippers (Options 1 through 4, respectively). Whichever of the these groups is selected to be eligible as
recipients of initial quota issuance will substitute for the term “charter operators” in Issue 3. Staff is
interpreting Option 1 to include those owner/operators who own multiple vessels or businesses and would not
be required to be the operator of each vessel. Option 1 would require that the owner/operator of multiple
businesses was an active participant in the operation of a vessel or business.

Some of the options under Issue 4 can be chosen in combination, while others are mutually exclusive because
they would constitute a double counting of harvest histories. Even though the language under Issue 3 states that
“mitial allocations will be based on an individual’s participation and not the vessel’s activity,” the QS
distribution schemes under Issue 2 are based in part on 1998 and 1999 logbook harvests, and it is assumed that
a vessel history can only to one individual associated with the vessel. For example, owner/operators (Option
1), bare vessel lessees (Option 2), and owners of charterboats that hired skippers (Option 3) could all be chosen
without double counting a vessel’s harvest. On the other hand, selecting hired skippers for the qualifying pool
would mean that owners of charter boats who hired skippers and bare vessel lessees who hired skippers would
have to be excluded, since a particular boat’s harvest can only be assigned to either the hired skipper or the
individual who hired the skipper, but not both. The formulas under Issue 2 are not amenable to circumstances
where several individuals can share a single harvest history, and the options for analysis selected under this
issue need to reflect this. Table 1 outlines the 15 possible combinations of options that could be selected
without double counting harvest history and participation. Despite the possible combinations listed in Table
1, staff assumes that it was not the Council’s intent for staff to analyze some of these options in isolation. For
example, it is unlikely that the first five combinations would be considered by themselves (i.e. initial allocation
only to hired skippers). Instead, staff assumes that the combinations numbered 6 through 13 (bolded range)

are more likelv to be within the Council’s range of consideration. Staff seeks clarification on which
combinations do not reflect Council intent and should be deleted from the analysis.

The analysis will not be able to fully identify the participants in each of the categories delineated under Options
1 through 4, as will be shown in the following discussion of the various data sources available for analyzing
the combinations outlined in Table 1, and the numerous problems associated with either the identification and

for tracking of the participation of these entities. This discussion is particularly relevant to analyzing the
qualification criteria under Issue 3.
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Table 1 Possible combinations of options for Issue 4 that would not double count harvest histories
Option 2a: Option 2b:
Option 1: Bare-vessel Bare-vessel Option 3:
Vessel owner/ lessee lessee (hires Vessel owner Option 4:
Combinations | operator (operator) skipper) (hires skipper) | Hired skipper
I X
2 X
3 X
4 X
5 X
6 X X
7 X X X
8 X X X X
9 X X X
10 X X
11 X X
12 X X
13 X X
14
15 X X X

Description and Application of Available Data Sources to Issues 4 and 3

Alaska Department of Fish and Game Saltwater Sportfishing Charter Vessel Logbook (adapted from ADF&G
Special Publication 99-1).

In February 1998, the Board of Fish adopted regulations requiring logbooks for saltwater charter vessels
statewide. The ADF&G logbook program compiles individual vessel-based sport charter information including
effort and harvest data as required to be reported by the operator onboard the vessel. By 1999, ADF&G began
adding a “checkout” sheet to each logbook for easier tracking of business, owner, and vessel information.

Among the variables included in the logbook database are fields for the primary area fished, number of boat

hours fished and rods utilized for either bottomfish or salmon. Also included are numbers of fish caught by
client residency and crew (both kept and released) for halibut, rockfish, lingcod, and various salmon species.
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Problems: For 1998, logbook records do not identify the individuals (owner/operators, owners who hire
skippers, bare vessel lessees, and hired skippers) associated with the vessel whose participation is documented.
To the extent possible such information relating to participants needs to be cross-referenced with additional
data sets such as CFEC vessel registration files, IPHC license data, and ADF&G guide and business
registration files.

Application: Logbook data identifies vessels and reports respective catch and harvests. Individuals associated
with these vessels in whichever capacity the Council chooses (owner/operators, owners who hire skippers, bare
vessel lessees, and hired skippers) then become the qualified ‘operators’ under Issue 3, to the extent that they
meet the requirements under Issue 3's set of options. The logbook data on its own cannot identify these
individuals, and instead must be cross-referenced by vessel ADF&G number to the data sources that follow.

Commercial Fisheries Entrv Commission Vessel Registration

The CFEC vessel registration files for all years are available to the public through the CFEC website on the
Internet, as column delimited ASCII files. These include information about the vessel characteristics, the
fisheries in which the vessel is engaged, and flags for charter, fishing, freezing/canning, or tendering/packing
activities.

Problems: Although vessels used for guided sport fishing are required to have CFEC vessel licenses, there
is no requirement to mark the “charter” category of activity. Therefore, when cross-checking data from other
sources with the CFEC vessel registration file, all vessels (and not just those marked for the “charter” activity)
must be included for consideration. Also, owner names may appear as business names, and in either case, these
may be reported differently from year to year. For example, a person by the name of Joe Charter Guy could
appear as J. C. Guy or Joe C. Guy in subsequent years, making it difficult to track individuals.

Application: CFEC registration files for 1995 through 1997 are required under the qualification criteria in
Issue 3. CFEC registration files also provide the link to owner names for the vessels in the logbook data.
Though CFEC data will allow us to identify the unique vessel owners who have registered their boats, they do
not convey information as to whether the owners acted as operators. It should be noted that the names of
persons other than the owner that register a boat with CFEC are not recorded in the file - in other words, hired
skippers or bare vessel lessees who register vessels on behalf of the boat owners do not appear in the data set
if they filled in the owners name on the entry form. At the same time there is no mechanism at CFEC to verify
whether a name that is entered as the owner name does in fact correspond to the vessel owner, so to the extent
that non-owner applicants mistakenly enter their own names on the application form, the CFEC registration
file may sometimes erroneously identify bare vessel lessees or hired skippers as owners. NMFS RAM has
reported that a significant number of instances of mistaken identity were discovered during implementation of
the halibut and sablefish IFQ program (Jessica Gharret, pers. comm.).

International Pacific Halibut Commission Halibut License File

The IPHC license, issued from 1994 through 1997, was required annually for all sport charter and commercial
harvesters, and was issued at no charge to the vessel (rather than to a person) in the name of the vessel owner
or operator. The IPHC license number assigned to a vessel fishing in Alaska waters is the same as the USCG
documentation number or registration number. The applicant is required to indicate one of the following
activity codes — “commercial,” “sport charter,” or “both.”
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The data collected on the license application is available electronically each year. In addition to the activity
code, it includes the following information: vessel name, vessel number, length, tonnage, year built, crew size,
and homeport. Additional information includes the name and address of the captain, the name and address of
the owner (if different from the captain), state vessel registration number (generally the CFEC number), and
type of gear used. The IPHC discontinued its licensing of Alaska sport charter vessels in 1998 and currently
relies on data collected through ADF&G’s Logbook Program to monitor this fishery.

Problems: Some vessels registered in Alaska are homeported outside the state, and some vessels homeported
within Alaska are captained or owned by persons with a residence outside Alaska. The address of the owner
might be Alaskan when in fact that is only the seasonal address for a non-resident. The homeport is not always
the location fished. For example, a number of vessels are homeported in Anchorage and Fairbanks. Tracking
vessel owners and captains over time is complicated by the fact that individuals’ names change or the way they
are reported changes from year to year. The same problems that apply to

Other problems noted in the Council’s 1997 GHL analysis pertains to the potential for strategic response bias.
Potential guided charter operators may have applied for a license to attempt to ensure that they receive an
allocation under a quota system or be included in a moratorium. Some commercial fishermen may have
speculatively checked the sport category box to be included under any future moratorium or legitimately
checked the box because of an intent to operate in the halibut charter boat fishery. These problems are not
necessarily limited to IPHC licensing, and may be pervasive in each of the data sets presented.

Application: IPHC license files for 1995 through 1997 are required under the qualification criteria in Issue
3. This data set will be of some value in allowing us to determine whether owners operated the licensed vessels
because of the separate fields in the application form for “Owner” and “Captain if different from owner.” In
other words, staff may be able to distinguish which of the vessel owners are owner non-operators and to the
extent that the forms were correctly filled out, who some of the hired skippers are as well. However, this will
only be true through 1997 since the program was discontinued thereafter..

Alaska Deparment of Fish and Game Guide and Business Registration File (Excerpted from ADF&G Special
Publication 99-1)

Beginning in May 1995 and continuing in 1996, the owner(s) of a business that engaged in guiding anglers
anywhere in Alaska was required to register annually with ADF&G. Additionally, any employee acting as a
sportfishing guide for a business was required to register before conducting guiding activities. In 1997
sportfishing guides were required to register and provide information about the employing business and to
register their vessels. If a guide changed employers during the 1997 season, the registration information had
to be updated. However, from 1998 onward ADF&G no longer collected information on sportfish guides’
employers and likewise stopped registering charter vessels, because CFEC implemented a licensing program
for all vessels to be used for sportfishing. This file may be helpful for identifying the participation of some hired
skippers, as well as identifying persons who may have owned charterboats operated by hired individuals.

Application: Though not 2 mandatory source of documentation for purposes of the charter IFQ qualification
criteria under Issue 3, guide and business registrations will be useful for identifying the names of owners whose
business names are listed for vessels in the CFEC vessel registration file. Guides who appear independently
of a business would presumably be hired skippers; however, only in 1997 did the application form include
fields for linking an independent guide to the business he or she worked for or the vessel operated. This
precludes us from being able to assign harvests from the 1998 and 1999 logbooks to individuals other than

16



owners. Depending on the type of ‘operator' selected under Issue 4 (i.e. owner-operators, skippers, bare-vessel
lessees, etc.), this data set will help to track the documented histories of potential qualifiers. Again, because
links that relate a particular guide or business to the vessel he or she fished are non-existent for several years
under the time period considered, this database will only be partly useful, and will not allow us to track the
participation of all operators.

In summary, the available data will only allow us to fully identify the owners of vessels which ‘participated’
between 1995 and 1999, but will not necessarily allow us to make the distinction of their participation as owner
/operators versus owners who hired skippers or leased their vessels. In some cases up until 1997, staff can
identify owner operators (versus owners who hired skippers or leased their boats) and some hired skippers, but
will have trouble linking their participation to harvest histories in 1998 and 1999. In no case will staff be able
to make a determination as to how many individuals participated as bare vessel lessees, either as operators or
non-operators. Table 2 depicts the data sources described above, the years of applicability, and the types of
participants identified. It should be noted that the data sets listed in Table 2 do not necessarily identify the
relevant individuals in terms of the categories listed in Issue 4.
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Table 2 Available data sources for enumerating quota share recipients and their caveats

Mandatory Years of Data Availability Types of Participants Included in Data Set'
Data Source Qualification
Criteria? 95 |96 | 97 198 | 99 Vessels Vessel Owner Captain Lessee
ADF&G Logbook
Yes X 1X X
CFEC Vessel Registration
File Yes X1 X1 XXX X X
IPHC License File
Yes X1X 11X X X X
ADF&G Sporfishing
Guide and Business
Registration No X|x{x|x|x X X! X5

! While these types of participants may be included in the data, they are not necessarily identifiable by participant category.

2 Only the 1997 Guide and Business registration data set include vessel information and employer fields for guides who are hired as skippers, making it much

more difficult to link non-owner guides to vessels and businesses for other years.

3 The ‘Business Owner’ is required to register, and this may be the vessel owner or a lessee who controls the vessel’s activity or operates the vessel herself.
* Though persons registering as only guides and not business owners could presumably be identified as hired skippers, staff only know the businesses

(employers) and vessels they were affiliated with for 1997.

3 Bare vessel lessees are required to register their businesses and to register themselves as guides if they are skippering a vessel. Again, staff can only trace

back affiliation to a particular vessel for 1997.
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-~ During the staff presentation of the analytical design of the Charter IFQ analysis at the June, 2000 Council

meeting, the SSC addressed the aforementioned data problems and how they bear on the analysis. The text
below is excerpted from the SSC’s June minutes.

We note that datasets on personal identifiers and data on potentially qualified IFQ recipients are
incomplete. These data problems could create a significant obstacle to identifying the population of
participants and associated history in the fishery. It was noted in the Analytical Design document that:

“While a definitive count of vessels and owners can be produced from available data, it will not be
possible to match these data to the options under Issue 4. Further, it will not be possible to match those
missing records to harvest history qualification criteria for the options under Issue 3.”

These data shortcomings will handicap the analysis in terms of identifying appropriate strata for the
population, impacts on quota price and rents, and in determining the probable outcomes of the
distributional effects on various groups in the recreational sector, other fishing sectors, and localities.

While these data constraints will complicate the analysis, and most probably result in a great
uncertainty over the pool of participants under any given alternative, the SSC believes that these
problems can result in a limited but acceptable analysis and EA/RIR, if staffis given sufficient resources
and time to construct the analysis.

Noting that staff will not be able to provide analysis detailing the pool of participants, staff can provide
some analysis based on vessel owners, irrespective of whether they participated in a vessel’s operation
or hired a skipper and suggests that this be considered as an option under Issue 4.

Staff recommends changing the language to:
New Issue 2. Initial allocation of QS would be issued to U.S. citizens or to U.S. companies on the
following basis:

U.S. ownership based on:  a) 51% ownership; b) 75% ownership

Option 1.  Charter vessel owner/operator - person who owns and operates (captains) the charterboat and
charterboat business

Option2.  Bare vessel lessee - person that leases a vessel and controls its use as a charterboat for this fishery.
May operate the vessel or may hire a captain/skipper. Lessee determines when the vessel sails and
by whom captained

Option3.  Charter vessel owner that hired licensed captains/skippers - person that owned the vessel that they
controlled as a charterboat but hired a captain/skipper to operate the vessel

Option4.  Hired skipper - person without financial interest in the vessel, hired for the labor only of operating
a charterboat and paid a wage or commission as compensation

New Option 5. Charter vessel/business owner - person who owns the charterboat and charterboat business
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Issue 3.  Qualification Criteria

Initial allocations will be based on an individual’s participation and not the vessel’s activity. Anyone not

meeting the qualification criteria would have to purchase QS or transfer (lease) IFQs to participate in the
halibut charter fishery.

Option 1. Halibut charter operators who carried clients in 1998 and 1999 and who submitted ADF&G
logbooks (as received by ADF&G by February 12, 2000)

Option 2. Halibut charter operators who carried clients in 1998 or 1999 and who submitted ADF&G
logbooks (as received by ADF&G by February 12, 2000)

Option 3.  Halibut charter operators who carried clients prior to June 24, 1998 and who submitted at least
one ADF&G logbook (as recetved by ADF&G by February 12, 2000)

Option4.  Four out of five years between 1995-1999 as evidenced by IPHC and CFEC licenses for 1995-99
and submitted logbooks for 1998 and 1999

Option 5.  Four out of five years between 1995-1999 as evidenced by IPHC and CFEC licenses for 1995-99
and submitted logbooks for either 1998 or 1999

Once the type of charter participant is selected under Issue 4, persons in these categories will be referred to as
‘nitial issuees’ for purposes of Issue 3. For purposes of consistency and clarity, staff recommends that
“Initial issuee” replace “Halibut charter operator” in Options 1-3 and be added to Options 4 and 5. This
issue includes five options that would serve as proxies for participation based on some of the data sources
reviewed under Issue 4. It should be noted that all of the data sources are self-reported. Only the ADF&G
logbooks require reporting of actual charter activity (effort and harvest). All other data sources only fulfill the
licensing requirements for conducting such activity.

As reported earlier, identifying the number of individuals in each of the participant categories under Issue 4
will be very difficult. Once identified, tracing fishery participation to particular businesses and vessels will not
be possible given missing links in the data for certain operators as well gaps for some years.

Options | through 5 are predicated on some combination of ADF&G logbook documentation. Therefore, the
logbook database represents the starting point for establishing the potential number of participants in the
halibut charter fishery. Though the language in each option states that at least one logbook be submitted, the
Council has expressed some concern over the type of participation that should be considered, that is, whether
a submitted logbook form pertain to halibut versus salmon fishing. Assuming the Council chooses to consider
only halibut charter fishing, then the first step in identifying halibut charter participants is to identify the vessels
that participated in the halibut fishery according to the logbook data, and this participation could be based
on either effort, catch, landed catch (harvest), or some combination of these. Logbook data is flagged for
types of effort and catch and harvest related to salmon and bottomfish. Though catch and harvest data for
halibut is included, the effort variables do not break out halibut from the broader ‘bottomfish’ category.
Therefore, the bottomfish effort can be used as a proxy for halibut effort only with the understanding that this
measure will overestimate halibut effort by the effort expended solely on other bottom dwelling species such
as rockfish and lingcod. Because the overall bottomfish category makes it impossible to determine whether a
halibut was caught incidentally while ling cod or rock fish was targeted, it may not be practical to further
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distinguish directed halibut fishing at the ‘bottomfish’ level. Even when halibut appear to be caught incidentally
while salmon fishing, the possibility exists that a combination trip may have taken. Though logbook records
should in theory reflect combination trips by reported effort for both salmon and bottom fishing, there are
numerous instances where logbook records are not complete. For example, some trips with a large number of
halibut harvested show no boat hours fished for bottomfish. If on the other hand, participation is based on catch
or harvest, guidance is sought on the levels of qualifying catch if there are to be any.

Another point which merits discussion is catch of halibut while salmon are distinctly targeted. If charter
operators and clients have an expectation that halibut will be caught incidentally while trolling for salmon, and
if halibut caught in this way are retained under the sport fish regulations, then the clear distinction between
salmon and halibut fishing is somewhat blurred. Even if is not a typical combination trip and no typical bottom
fishing takes place (i.e., with halibut rods), a case can be made for including the data relating to such trips at
initial issuance, since the quality of the experience provided could be affected absent the opportunity to catch
halibut incidentally.

Halibut effort in the logbook data is reported in fields for total boat hours spent fishing for bottomfish and
number of rods fished for bottomfish. Though it would seem that selection of either of these bottomfish criteria
would be over-inclusive and establish an upper bound on halibut effort, there are over 4,000 observations out
of a combined 205,000 records for 1998 and 1999 with positive entries for halibut catch/harvest despite 0
recorded hours for bottomfish effort. This may be due to several reasons including a primary trip purpose of
salmon during which halibut were either incidentally caught or targeted for just a portion of the trip, or
incomplete or mistaken reporting by charter operators. The latter, made evident by incomplete reports is a
pervasive problem throughout the data set. There are numerous instances where positive boat hours were
reported for bottomfish with null entries for the number of rods used, as well as several observations of rods
reported for bottomfishing despite no reporting of boat hours spent on this activity. Another indication of the
extent to which halibut may have been targeted are the actual catch and/or harvest figures. It should be noted,
however, that there are also several records for trips which report substantial halibut catch and harvest without
any reporting for bottomfish boat hours and rods fields.

A number of combinations of catch and effort criteria could be used as a starting point. Table 3 shows how
these various combinations would limit the number of unique vessels used to build the qualification database
by using the 1998 logbook data as an example. The table begins with the total number of active vessels for

IPHC areas 2C and 3A (604 and 513, respectively), and then applies qualifiers based on halibut catch/harvest,
bottomfish effort, or some combination of both.

Table 3 Combinations of halibut catch/harvest and bottomfish effort qualifiers for identifying logbook participants
in 1998

2C 3A

Total active vessels 604 513

. Any catch (kept or released) 545 498

Catch qualifiers Harvest 499 411
Boat hours for bottomfish 554 493

Effort qualifiers Rods fished for bottomfish 560 495
Any effort (boat hours or rods fished for bottomfish) 563 497

Combination catch and |Any catch and any effort 529 494
effort qualifiers Harvest and any effort 478 402
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Included as Appendix | to this document is a series of charts displaying how the overall charter fleet’s
participation in IPHC areas 2C and 3A are distributed over the combinations listed above. These graphs
provide a useful representation of the frequency of vessels associated with catch and harvest for directed
salmon fishing, bottomfish fishing, combination trips, and trips for which an effort category was not specified.
Staff requests guidance on which criteria to use for determining logbook participation.

Once a working list of 1998 and 1999 eligible logbook participants is compiled, verification of compliance with
1) CFEC registration for the years 1995 through 1999; and 2) IPHC licensing requirements for 1995 through
1997 must be ascertained for every qualifying logbook participant. Because these data sets were developed
independently and not for purposes of tracking participation of the various types of charter operators specified
under Issue 4, cross-referencing operators according to their respective vessel’s histories is a complex task.

The 1998 and 1999 logbook data were collected and maintained on a per vessel basis, identified by ADF&G
number. For each vessel in the logbook with halibut charter participation, a corresponding business/owner
name was matched from the CFEC vessel registration file in order to identify the individuals with logbook
participation. These names form the basis for the qualifier dataset, since all options under Issue 3 are
predicated on some variant of logbook submission. These individuals and/or businesses must then be cross
referenced with the other mandatory sources of documentation (CFEC registration for 1995 - 1997 and IPHC
licensing for 1995-1997). The reader is reminded that while the following documentation is required of charter
operators, it does not prove their participation.

In addition to the problems encountered in determining the number of individuals that would qualify for each
of the options of Issue 4, requiring the same qualifying documentation in Issue 3 across each of the operator
categories is also problematic. The qualification criteria listed under Issue 3 requires that all potential qualifiers
have logbook, CFEC, and IPHC documentation. However, some of these may not be relevant for certain
participants to legally operate. For example, hired skippers and bare vessel lessees have never been required
to register with CFEC. Nor would bare vessel lessees be required to apply for an IPHC license if they control
their boat’s business operations but hire a skipper to run the boat. If hired skippers are chosen among the
participants to be initial recipients, then a better source of required documentation would be the ADF&G Guide
and Business registration file. Similarly, bare vessel lessees could be required to show that they had registered
their guiding business with ADF&G.

Staff recommends revising the language in the options as follows:
Issue 3.  Qualification Criteria

Option 1. Initial issues who carried clients in 1998 and 1999 and who submitted ADF&G logbooks (as
received by ADF&G by February 12, 2000)

Option 2. Initial issues who carried clients in 1998 or 1999 and who submitted ADF&G logbooks (as
received by ADF&G by February 12, 2000)

Option 3. Initial issues who carried clients prior to June 24, 1998 and who submitted at least one ADF&G
logbook (as received by ADF&G by February 12, 2000)

Option4.  Initial issues who carried clients four out of five years between 1995-1999 as evidenced by IPHC
and CFEC licenses for 1995-99 and submitted logbooks for 1998 and 1999
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Option 5.  Initial issues who carried clients four out of five years between 1995-1999 as evidenced by IPHC
and CFEC licenses for 1995-99 and submitted logbooks for either 1998 or 1999

Issue 2.  Distribution of QS may be based on:

Option I.  70% of 125% of 1998 and 1999 logbook average with an additional 10% (of the 125%) added for
each year of operation 1995-97 (longevity reward). The balance could then be re-issued to the
whole group of participants (some individuals vessel s total could be over 125% of the 1998 and
1999 logbook average, new entrants may receive only 70% of their 1998 and 1999 logbook
average), or this balance could be set aside for initial 1ssue hardships.

Option 2.  Modified Kodiak proposal: 5-30% for A, 33% for B, 37-62% for C (see attachment)
Part A: each individual gets an equal percentage of the qualified pool as identified by the Councils final
action.
Part B: each individual’s average 98/99 logbook harvest as percentage of overall harvest is multiplied by
33% of the qualified pool.
Part C: one point for each vear of participation during 1995-99.

Option3.  50% of an individual’s QS initial issuance would be fixed and the remaining 50% would float with
abundance.

Staff’s interpretation of the distribution scheme under Issue 2, Option | is outlined below and reproduced
graphically in Figure 1.

p. The average of each initial issuee’s 1998 and 1999 harvest in pounds will be estimated according to
logbook records, and converted from numbers of fish to pounds according to the respective yearly averages
from ADF&G creel surveys for IPHC areas 2C and 3A.

2. Eachissuee’s 1998 and 1999 average harvest will be inflated by 125%, and of this amount the individual
will be awarded:

a. 70% of the (inflated) harvest amount.

b. An additional 10% of the individual’s (inflated) harvest amount will be awarded for each vear of
proven participation in the fishery for 1995, 1996, and 1997.

c. The resulting harvest award for each issuee will be summed by IPHC area and each individual’s
harvest award will then be converted to a percentage relative to the sum of all individuals® 1998 and
1999 (inflated) logbook averages.

d. Each issuee’s share will then be multiplied by the poundage associated with the Council’s preferred
option under Issue 1. The resulting poundage (IFQs) will then reflect the amount of allocated quota,
and will be issued as pounds or converted to numbers of fish depending on the Council’s preferred
option under Issue 9.

If this interpretation is correct, then inflating each issuee’s 1998 and 1999 average harvest by 125% (step 2)
has no effect on the amount of QS awarded to each issuee. This is because each individual’s QS is derived as
a percentage of the individual’s awarded harvest to the sum of all issuees’ 1998 and 1999 average harvest.
Inflating each person’s 1998 and 1999 average harvest by the same factor will result in a proportional increase
in both the numerator and denominator of the QS ratio, and leave the individual’s shares unaffected. Staff
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believes that the language pertaining to the 125 percent increase was carried over from an option under the
GHL, to ensure that the charter fleet is credited with 125 percent of their historic catch. Staff recommends
deleting the 125% inflation of the 1998 and 1999 logbook average, as doing so does not affect the results.
Staff also assumes that the 125 percent inflation factor was included to ensure that the charter fleet is credited
with 125 percent of their historic catch when determining the GHL, Therefore, increasing the value of the GHL
was the goal of this provision and not inflating the overall charter QS pool.

Table 4 provides an example of QS determination for four hypothetical issuees under the current assumptions.
Given the hypothetical landings and participation used in the example, this distribution scheme would allocate
a total of 79% of the initial pool (Issuel) to initial issuees. The remaining balance of 21% would be available
for redistribution to the whole group or to initial issue hardships in some way that has yet to be determined

Staff seeks clarification as to how and to whom this remaining balance would be distributed.

Table 4 Example of QS allocation among hypothetical issuees
10% of 125% for each of: Individual % of
1998 & 1995  125% of| initial pool
[ssuees 1998 1999 Avgl Avg|70% of 125% 1995 1996 1997, Awarded Catch| (Quota Share)
Dave 4,000 4,500 4,250 5,313 3,719 3,719 32.16%)
Darrell 2,000 3,000 2.500 3,125 2,188 313 2,500 21.62%|
Cathy 3,000 1,000 2,000 2,500 1,750 250 2,250 19.46%)
Chris 1,000 500 625 438 63 63 63 625 5.41%
[ Total 11,563 | Total 9,094 78.65%)
Balance for redistribution 2,469 21.35%
10% for cach of: Individual % of
1998 & 1 100% of initial pool
Issuees 1998 1999 Av, Av 70%] 1995 1996 1997 Awarded Catch| (Quota Share)
Dave 4,000 4,500 4,250 4,250 2,975 2,975 32.16%
Darrell 2,000 3,000 2,500 2,500 1,750 250 2,000 21.62%
Cathy 3,000 1,000 2,000 2,000 1,400 200 200 1,800 19.46%)
Chris 1,000 500 500 350 50 50 50 500 5.41%)
| Total 9,250 | Total 7275 78.65%
Balance for redistribution 1,975 21.35%
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Figure | Example of QS distribution in Area 3A under Issue 2, Option 1.
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Lastly, ‘hardship’ in Option 1 would be defined as an unavoidable circumstance (e.g.., vessel sinking, medical
emergency).

The same example is extended to Issue 2, Option 2 (modified Kodiak proposal) and outlined in Table 5. The
steps for calculating the amounts are as follows:

1. For Part A, an equal share of 5% of the initial pool is awarded to each issuee (30% in the second example
to demonstrate the upper bound of the specified range).

2. For Part B, the individual’s 1998 and 1999 average harvest is divided by the total 1998 and 1999 average
harvest to calculate each individual’s relative percentage of total harvest. This percentage is then multiplied
by 33% of the initial pool.

3. Part C is calculated by awarding a point a year to each individual for participation between 1995 and
1999. The ratio of each issuee’s points divided by the total number of points is then multiplied by 62% of
the initial pool (37% in the second example).

Under Issue 2, Option 2, the sum of individual shares add to 100% of the entire charter QS pool, so there is
no balance that would be set aside for redistribution as there is for Option 1. Another notable difference
between the options regards the variation of the resulting QS values. The range of values among issuees under
Option 2 is more tightly clustered around the mean than the range of values under Option 1. This is because
the resulting QS awarded for each individual under Option 1 depends on landings in 1998 and 1999, whereas
under Option 2, the combination of longevity in the fishery (Part C) and an equal distribution from the initial
pool (Part A) play a substantial role at initial issuance. A comparison of final QS values relative to landings
and participation is provided in Table 6.

Table 7 shows the poundage that accrues to each individual from the resulting QS. For this example, staff
assumes that the sum of 1998 and 1999 average logbook landings is the initial pool, reflecting Issue 1, Option
2. This table demonstrates how awarded quota is distributed among initial issuees relative to the landings made
in 1998 and 1999.

Lastly, Option 3 would fix 50% of the issued charter QS so that it would remain unaffected by changes in
abundance. As a point of clarification, QS itself is fixed, and staff assumes that the intent behind this option
was too freeze resulting IFQs at some fixed level. The corresponding poundage of halibut would be based on
the option selected under Issue 1, and be awarded in perpetuity each season. This option was proposed to
provide a measure of stability to the charter sector in times of low abundance. In times of increasing biomass,

however, holders of this type of fixed quota would forfeit the resulting increases in IFQ that would accrue from
increases in the TAC.

Administering this change in the IFQ program would be very problematic because the amount of fishable quota
one receives follows from the percentage of the TAC awarded as QS; that is, IFQ follows from QS and not the
other way around. Rather than IFQ, the fixed 50% portion is more akin to a set-aside that would have to be
taken from the CEY before setting the combined IFQ TAC. Because this option is more germane to the
allocation between sectors than it is to the distributional scheme among initial charter issuees, staff
recommends that it be considered as a sub-option under Issue 1.
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Table 5 Example of distribution under the modified Kodiak Proposal

A=5% B=33% C=62%
Part A Part B 1 point for each of: Part C
Sum of indiv
Equal Shares| Indiv 98/99 avg as % points Share of 1ndividual % of]
1998 & (lower bound)] of overall 98/99 avg x divided by | pointsx initial pool
Issuees 1998 1999( 1999 Avg X 5% of pool 33% of pool 1995 1996 1997 1998 1999| total points 162% of pool| (Quota Share)
Dave 4,000 4,500 4,250 1.25% 15.16% 1 1 0.15 9.54% 25.95%
Darrell 2,000 3,000 2,500 1.25% 8.92% 1 1 1 0.23 14.31% 24.48%
Cathy 3,000 1,000 2,000 1.25% 7.14% 1 1 1 1 0.31 19.08% 27.46%
Chris 1,000 500 1.25% 1.78%) 1 1 1 1 0.31 19.08%, 22.11%
[ Sum of Averages 9,250 | | Total 100%|
A=30% B=33% C=37%
Part A Part B 1 point for each of: Part C
Sum of indiv
Equal Shares| Indiv 98/99 avg as % points Share of {individual % of]
1998 & | (upper bound)|of overall 98/99 avg x divided by | pointsx initial pool

Issuees 1998 1999 1999 Avgl x 30% of pool 33% of pool 1995 1996 1997 1998 1999| total points [37% of pool| (Quota Share)
Dave 4,000 4,500 4,250 7.50% 15.16% 1 1 0.15 5.69% 28.35%
Darrell 2,000 3,000 2,500 7.50% 8.92% 1 1 1 0.23 8.54% 24.96%
Cathy 3,000 1,000 2,000 7.50% 7.14% 1 1 1 1 0.31 11.38% 26.02%
Chris 1,000 500 7.50% 1.78% 1 1 1 1 0.31 11.38% 20.67%
{ Sum of Averages 9,250 | | Total 100%|
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Issue 5. To receive halibut IFQ by transfer:
Option 1. Must be an individual initial charter issuee

Option 2. Must be a qualified individual charter operator:
a) as defined by State of Alaska requirement*
b) as defined by State of Alaska requirement* and hold a USCG license.
*this would require a change in the commercial regulations to allow transfer of commercial QS/IFQ to charter operator

Option 3. Must have transfer eligibility certificate .
Issues 5 and 6 address the fundamental tenets of the proposed program:

1) to what degree will the commercial and charter IFQ programs be combined?
2) to whom may transfers be made (i.e., sell)?

3) from whom may transfers be made (i.e., buy)?

4) what restrictions may be placed on such transfers?

Depending on the preferred alternative, the Council may intend to combine the charter IFQ program into the
existing commercial IFQ program in a simple and seamless manner (e.g., combined QS pool, combined quota,
combined IFQ accounts) or it may identify sufficient differences in the sectors that barriers between the two
sectors should be well-marked (combined QS pool, but separate IFQ accounts). Allowing the transfer of QS
and IFQs between the two sectors creates a mechanism for addressing the Council’s allocation issue between
the sectors, but it also may provide opportunities for QS holders to circumvent commercial QS/IFQ
restrictions. Opportunities for arbitrage may arise providing incentives for persons to transfer commercial
QS/IFQ through the charter sector not only to take advantage of QS price discrepancies, but also to
circumvent, for example, block and vessel class size restrictions. If the Council identifies that those restrictions
continue to be critical to the commercial program, the fluidity of the QS/IFQs initially issued to the charter
sector and subsequently transferred would have to be constrained (as listed in Issue 6) because, for example,
Class C and unclassified IFQs may not be combined where one also holds Class D IFQs.

QS could be held jointly for both sectors and would not need to be transferred in a situation where a QS holder
wants to use the associated IFQs in both sectors. But separate IFQ permits may be necessary since IFQs for
an undesignated vessel class (i.e, charter) could not be combined with those fished in the commercial sector
(Class A -D, which also require separate IFQ permits) because of the vessel category designations, depending
on the Council’s preferred alternative under the next issue and is discussed in more detail there. These
distinctions are not by sector per se (charter vs. commercial) but by vessel category.

Issue 5 specifically addresses to whom “IFQ” may transfer; transferring IFQs specifically refers to leasing.
Staff interprets this option to also address QS and recommends that change. Issue 5 includes two separate
decision points related to whom IFQ initially issued in the charter sector may be transferred. Options 1 and 2
address QS that will be used in the charter sector (initially issued in either the commercial or charter sector).
Option 3 addresses QS initially issued to the charter sector that will be transferred for use in the commercial

sector (no changes are proposed for QS initially issued for use in the commercial sector that will continue to
be used in that sector).
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Options 1 and 2 may limit QS and IFQ transfers to those initial issuees or otherwise qualified charter operators
whose businesses are not incorporated, depending on the definition of ‘individual.” Option 1 would limit the
transfer of QS to charter initial issuees who are ‘individuals,’that is, a charter company may hold initially
issued QS, but may not transfer (buy or sell) QS (from either sector). Operationally, the RAM Division would
check its list of initial charter QS issues and limit transfers to those on the list that it identifies as individuals
(Appendix 2). This would need to be further defined in the regulations for describing the application process,
which would require self-identification as an individual or corporation.

By “ individual,” the Council may mean a natural “person” as defined in the commercial QS regulations or it
may intend to include business or other legal entities (see below). Also, if a charter QS issuee is not an
individual, is there a “change of corporation/partnership” provision as exists for the commercial sector?

However, it may be the intent of the Council to not allow a corporation (e.g., Princess Tours) to dominate the
charter sector and has therefore proposed to limit additional acquisitions of QS/IFQ to sole operators. However,
such a restriction may negatively impact current charter operations who have incorporated for business reasons.
To accomplish the same objective, the Council also is considering U.S. ownership requirements under Issue
4 and ownership and use caps under Issue 7 to prevent consolidation of QS by a few operators.

A second terminology question arises in Option 2. The term (‘operator’) would restrict transfers to only one
of the four proposed initial issuee options; that is, it would not allow transfers to Option 2 (certain bare vessel
lessees), Option 3 (owners of charterboats that hired licensed captains/skippers), or Option 4 (hired skipper)
under Issue 4. The Council may wish to revise the language under Issue 5, Option 2 to better match its Issue
4 options.

The definitions listed below are from the commercial IFQ regulations (§ 679.2).

An “individual” means a natural person who is not a corporation, partnership, association, or other such entity.

“Individual fishing quota” (IFQ) means the annual catch limit of sablefish or halibut that may be harvested by
a person who is lawfully allocated a harvest privilege for a specific portion of the TAC of sablefish or halibut.

“IFQ crew member” means any individual who has at least 150 days experience working as part of the
harvesting crew in any U.S. commercial fishery, or any individual who receives an initial allocation of QS. For
purposes of this definition, "harvesting" means work that is directly related to the catching and retaining of fish.
Work in support of harvesting, but not directly involved with harvesting, is not considered harvesting crew
work. For example, searching for fish, work on a fishing vessel only as an engineer or cook, or work preparing
a vessel for a fishing trip would not be considered work of a harvesting crew.

“IFQ equivalent pound(s)” means the weight amount, recorded in pounds, for an IFQ landing and calculated"
|as round weight for sablefish and headed and gutted weight for halibut.

“IFQ fee liability” means that amount of money for IFQ cost recovery, in U.S. dollars, owed to NMFS by an
IFQ permit holder as determined by multiplying the appropriate standard ex-vessel value or actual ex-vessel
value of his or her IFQ halibut or IFQ sablefish landing(s) by the appropriate IFQ fee percentage.

_ — —
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“Person” means any individual who is a citizen of the United States or any corporation, partnership,
association, or other entity (or its successor-in-interest), regardless of whether organized or existing under the
laws of any state, who is a U.S. citizen.

A “qualified person” is defined as:
(i) As used in this section, a "qualified person" means a "person," as defined in § 679.2:

(A) That owned a vessel that made legal landings of halibut or sablefish, harvested with fixed gear,
from any IFQ regulatory area in any QS qualifying year; or

(B) That leased a vessel that made legal landings of halibut or sablefish, harvested with fixed gear, from
any IFQ regulatory area in any QS qualifying year. A person who owns a vessel cannot be a qualified
person based on the legal fixed gear landings of halibut or sablefish made by a person who leased the
vessel for the duration of the lease.

(i1) Qualified persons, or their successors-in-interest, must exist at the time of their application for QS.

(ii1) A former partner of a dissolved partnership or a former shareholder of a dissolved corporation who would
otherwise qualify as a person may apply for QS in proportion to his or her interest in the dissolved
partnership or corporation.

(iv) Ownership interest. Evidence of ownership interest in a dissolved partnership or corporation shall be
limited to corporate documents (e.g., articles of incorporation) or notarized statements signed by each
former partner, shareholder or director, and specifying their proportions of interest.

“Quota share (QS)” means a permit, the face amount of which is used as a basis for the annual calculation of|
aperson's IFQ. A person's “quota shares” (QS) for each area equal the person's fixed gear landings (qualifying
pounds) for each area fished.

Lastly, Option 2 would limit the transfer of QS to charter initial issuees as deemed qualified as an individual
charter operator by the State of Alaska, or by the State and the USCG. The State only requires that guide and
vessel registration forms be filed (see Box 2 and Appendix 3). The USCG requires that charter operators obtain
a 6-pack charter operator’s license (see Appendix 4).

A registration/notification system also will be required so that NMFS RAM, NMFS Enforcement, US Coast
Guard, ADF&G Sportfish Division, and Department of Public Safety/Division of Fish and Wildlife Protection
staff can monitor the legal use of QS and IFQ (either through electronic reporting, card swipe system, or other
system to be identified in the final regulations). In addition to checking IFQ balances, administration and
enforcement must be able to monitor whether QS and IFQs are being fished by the appropriate sector. Again,
since this program is being designed as a combined IFQ program, it is the USE of these IFQs that denote under
which set of regulations apply. Additional at-sea and dockside enforcement is envisioned to ‘police’ the use of
these IFQs.

Option 3 relates only to transfers to be used in the commercial sector. This option mirrors the current
requirement for acquiring QS/IFQ for use in the commercial under the existing IFQ program. Any person that
received QS/IFQ as a commercial initial issuee or holds a Transfer Eligibility Certificate (TEC) is eligible to
receive QS/IFQ by transfer. Those who wish to receive QS/IFQ by transfer but did not have QS initially
awarded to them must have 150 or more days of experience working as part of a harvesting crew in any U.S.
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commercial fishery to be eligible to receive a TEC. Work in support of harvesting but not directly related to
it is not considered harvesting crew work. For example, experience as an engineer, cook, or preparing a vessel
for a fishing trip does not satisfy the requirement.

Box 5 AAC 75.075 FISHING SERVICES AND SPORT FISHING GUIDES; REGISTRATION REQUIREMENTS;
REGULATION OF ACTIVITIES.

(a) An owner of a business intending to conduct fishing services shall register annually with the department
before the business conducts fishing services. To meet the registration requirement of this subsection, the
owner shall complete a fishing services registration form provided by the department.

The following information must be provided on the fishing services registration form at the time of registration:

(1) the name, permanent address, local address, mailing address, and phone number of the business
conducting the fishing service;

(2) the name, permanent residence address, local residence address, mailing address, and phone number|
of each owner of the business conducting the fishing service;
(3) the areas in which the fishing service intends to operate; and
(4) other information required by the department on the registration form.

(b) The owner of a business that conducts fishing services
(1) may not directly provide fishing guide services to anglers unless the owner is also registered as a
fishing guide under (c) of this section;
(2) may employ or contract with a person who is a fishing guide registered under (c) of this section to
provide fishing guide services.

(c) A person who intends to provide fishing guide services shall register annually with the department before
the person provides fishing guide services. To meet the registration requirement of this subsection, the
person intending to provide fishing guide services shall complete a fishing guide services registration
form provided by the department. The following information must be provided on the fishing guide
service registration form at the time of registration:

(1) the name, permanent residence address, mailing address, and phone number of the person who will
provide fishing guide services;

(2) the areas in which the fishing guide will operate; and
(3) other information required by the department on the registration form.
(d) A person who provides fishing guide services may only provide fishing guide services

(1) as an employee of or as a contractor under an agreement with a business that conducts fishing
services that has registered under (a) of this section; or

(2) as the owner of a business that conducts fishing services that has registered under (a) of this
section.

(e) While engaged in providing fishing guide services, a person who provides fishing guide services shall
have in possession:

(1) a copy of the person's completed fishing guide registration form; and

(2) a copy of the completed registration form of the business conducting the fishing services by which
the person providing the fishing guide services is employed or with which the person is affiliated.

32



(f) A person who provides fishing guide services or a business that conducts fishing services 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 by an angler who is a client of the person or
of the business.

5AAC75.076 FISHING SERVICES AND SPORT FISHING GUIDES REPORTING REQUIREMENTS.

(a) In conjunction with the activities regulated under 5 AAC 75.075 (a) - (f), each fishing guide, and the
owner or agent of each fishing service, that operates a charter vessel used to provide fishing guide
services in salt waters shall complete a State of Alaska, Department of Fish and Game, 1999 Saltwater
Charter Vessel Logbook, herein adopted by reference. The logbook requires information necessary for
the management and conservation of fishery resources or the regulation of the guided sport fishing
industry, including:

(1) the license numbers and names of the vessels licensed under AS 16.05.490 that are used during the
provision of fishing guide services in marine waters;

(2) repealed 5/15/99;

(3) the locations of fishing; and

(4) the effort, catch, and harvest of fish by persons who are clients of a business that conducts fishing
services or of a person who provides fishing guide services.

(b) A person required to complete a logbook under (a) of this section shall do so and return it to the
department, in the manner specified in the logbook.

(c) A person may not make a false entry in the logbook required in (a) of this section.

In summary, staff recommends:

1) Reordering Issues 5 and 6. The Council’s preferred alternative under Issue 6 will drive its preferred
alternatives under Issue 5. For instance, Option 1 (no QS or IFQ transfers between commercial and
charter sectors) and Options 6 and 7 (limitations on transfers between sectors of certain vessel category
QS).

2) Adding “QS and” to Issue 5, to read, “Issue 5. To receive halibut QS and IFQ by transfer:.” The
decisions for QS and IFQs are severable.

3) Combining Options 1 and 2 for the charter sector and deleting the word “individual.” The regulations
will reflect similar language as defining “person.”

4) Adding “for the commercial sector,” to New Option 2. Staff seeks clarification on its interpretation that
this option applies only to transfers from the charter sector to the commercial sector. Although the
committee discussed minimum standards or an apprentice program for charter entrants, there are no
proposed restrictions on who may transfer QS and IFQ to be used in the charter sector.

NEW ISSUE 6.  To receive halibut QS and IFQ by transfer:

Option 1.  For the charter sector, must be either
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a) ainitial charter issuee or

b) qualified as defined by State of Alaska requirements for registered guides or businesses*
Suboption: and hold a USCG license.

*this would require a change in the commercial regulations to allow transfer of commercial QS/IFQ to charter operator

Option 2.

For the commercial sector, must have a transfer eligibility certificate.

Issue 6. Transferability of QS (permanent) and IFQs (on annual basis [leasing])

Option 1.

Option 2.

Option 3.

Option 4.
Option 5.
Option 6.

Option 7.

Option 8.

Option 9.

Option 10.

Option 11.

Option 12.

Within the charter sector only

Two-way (between commercial and charter sectors).
a) 3-yr one way transfer from commercial to charter
b) 1-yr one way transfer from commercial to charter

Transferability of IFQs (leasing):

b) prohibit leasing within and/or between charter and commercial sectors

c) allow leasing within and/or between charter and commercial sectors

allow splitting of commercial blocks to transfer a smaller piece to the charter sector
allow splitting of commercial blocks once transferred to the charter sector

from A, B, C, and/or D commercial vessel category sizes to charter sector

from charter to commercial:

1. D category only
2. Cand D category only

-~

3. B, C, and D category

initial transfer from undesignated charter to a particular commercial vessel category locks in at
that commercial category

Any charter QS transferred to commercial sector shall be:

a) blocked

b) blocked up to the limits of the commercial sweep-up and block limits
one transfer of QS/IFQ each year between sectors for each QS holder

minimum size of transfer is range of 20-72 fish

Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools

Separate decisions for transferring QS (permanently) versus transferring IFQs (leasing) will be made by the
Council. Some of the issues address QS, some address IFQs, while the Council may intend some options to
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address both QS and IFQs. The Council may wish to clarify the options for QS, IFQ, and both, as indicated
in the text by staff. Note that many options under this issue would be prohibited by the Council’s preferred
alternatives under Issues 1-3.

Options 1-3 address QS/IFQ transfers between sectors, that is, to which sector may QS and/or IFQs initially
issued to the charter sector be transferred. Subsequent transfers are also addressed by these options. Option
1 would limit transfers of QS being used in the charter sector to that sector only. If selected, all cross-sector
transfer options would be prohibited.

Option 2 would allow a two-way exchange of QS between the commercial and charter sectors, and also
includes suboption for 1-way transfers from the commercial to charter sectors, with sunset dates. Staff
recommends combining Options | and 2 into one decision-point, as shown below. However, because Option
3 addresses whether leasing would be allowed at all, staff has reordered these options as indicated below.
Options | and 2 are combined into New Option 2 and Option 3 is modified to include QS and renumbered as
New Option 1.

New Option 1. Transfer of QS (permanent) and/or IFQs (leasing):
a) prohibit transfers between charter and commerecial sectors
b) allow transfers between charter and commercial sectors
1. 1-yr one way transfer from commercial to charter
2. 3-yr one way transfer from commercial to charter
3. two-way (between commercial and charter sectors).

The onginal language in Option 3 solely addressed leasing of IFQs. Leasing is defined as a transfer of IFQs
(compared with permanent QS transfers). It is one way that the Council could allow for initial issuees of
charter QS (owners of multiple charter vessels) to hire a skipper. Depending on the Council’s preferred
alternative under Issue 4, hired skippers may be necessary to allow “owner” issues (Issue 4, Option3) to fish
his/her QS on multiple vessels.

IFQ transfers could also result in more of the total halibut quota to be taken by allowing QS holders to transfer
poundage to those fishermen in either sector who could use them. One example, would be a charter operator
who has scheduled additional clients late in the season and might need additional IFQs to cover the harvest of
those clients. Without such transfers, those clients might book with another charter operator who has sufficient
IFQs to cover their projected harvest, assuming scheduling allows for such a booking. Altemnatively, a
commercial operator could purchase IFQs from a charter operator who owns more IFQs than is needed for that
season. It is anticipated that many such transfers would occur in the first few years of the charter program as
charter operators respond to client demand and possible changes in targeted halibut sizes (related to Issue 9,
pounds or numbers of fish).

Transfers between sectors could similarly result in more of the quota being taken, particularly if IFQs in one
fishery have been exhausted and the demand for that fishery exceeds that for the other sector. For example,
an extended forecast of poor weather during a part of the charter season may result in cancellation of trips and
subsequent leftover quota in excess of what was needed to satisfy client demand. If the market price for
commercially caught halibut justifies a purchase of charter QS/IFQs, then both commercial harvesters and
charter operators would benefit from such transfers. Staff assumes that the Council is not proposing any
changes to allowing transfers within the commercial sector.
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The Council may choose to:

. Allow QS transfers and not IFQs transfers (leasing);
. Allow IFQ transfers but not QS transfers;

. Allow both transfers;

. Allow neither transfer.

[« SN VI -~ 3]

The Council’s preferred alternative under New Issue 1, may eliminate some suboptions from New Issue 2. That
is, New Issue 1, Option a would eliminate New Issue 2, Options b-d.

Options 4, 5, and 9 address the commercial block program and have been reorganized into a single option.
Because of the lack of an option for analysis, all charter QS will be unblocked.

New Option 2. Block restrictions
a) Any initially issued (i.e., unblocked) charter QS once transferred to commercial sector shall
be:
1. blocked
2. blocked up to the limits of the commercial sweep-up and block limits
b) allow splitting of commercial blocks to transfer a smaller piece to the charter sector
c) allow splitting of commercial blocks once transferred to the charter sector

Options 6, 7, and 8 address vessel class restrictions and have been reorganized into a single option. Because
of the lack of an option for analysis, all charter QS will have no vessel size restrictions.

New Option 3. Vessel class restrictions

a) from A, B, C, and/or D commercial vessel category sizes to charter sector

b) from charter to commercial:
1. D category only
2. C and D category only
3. B, C, and D category
Suboption: initial transfer from undesignated charter to a particular commercial vessel

category locks in at that commercial category

The Council has proposed options for analysis that maintain the integrity of the existing commercial vessel
category restrictions on transferring QS to protect the social and economic diversity f the commercial fleet. It
recognizes that the same issues that led to including those restrictions in the commercial fishery do not occur
in the charter fleet. Therefore, there are no options to analyze vessel category restrictions for the charter sector.

Staff recommends that QS initially issued to the charter sector have an original charter sector designation
(for example, “U” for unclassified) so that QS transfers may be tracked in the future. This also would
require maintaining a separate IFQ permit. It is important to NMFS/RAM to track and monitor the flow of QS
initially issued to the charter sector, and to monitor carefully how the use and allocation changes (as indicated
by the permit) over time. As with the commercial IFQ program (and in some ways, more so) the proposed
charter IFQ program is breaking new ground in managing allocation issues between commercial and sport
sectors. The level of interest in tracking the outcomes of the program is expected to be very high.
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If the initial charter QS is issued without such a “flag,” it will be impossible to determine five, ten, or twenty
years from issuance, how those shares have moved between sectors. It is expected that QS will transfer between
sectors with some frequency. It is possible that all of the original charter QS could be transferred to the
commercial sector (and possibly back again given the previously documented high rate of charter tunover in
this sector). A snapshot of where QS initially issued to either sector may provide some useful information
regarding QS flow between sectors, at little initial cost or effort to collect the data. However, the opportunity
is lost without such an initial designation.

It should be understood, however, that without tracking each and every transfer of QS unit (as it is unblocked,
swept up, etc.), a herculean effort in itself, much information about the nature and direction of transfers is lost.
Only the first and last QS holder would be identifiable. This is comparable to tracking a specific dollar bill first
issued to a bank customer and found years later to be held by the customer’s daughter, without knowing the
number of people among whom the bill had circulated in the interim period. Though there is no particular
reason to track a dollar bill in this way, there may be reasons for identifying patterns in charter QS migration.

A second rationale for flagging initial charter QS is to provide a means to more carefully monitor transfers
between sectors/uses. The Halibut IFQ Committee and Council expressed its concern that some of the
transferability options under Issue 6 may create unintended opportunities for fishers to circumvent vessel class
restrictions or to arbitrage on value differences by transferring QS back and forth between both sectors. This
is further discussed under Issue 5. It should be further noted that another type of flag could be used

Under this option, the Council included vessel category restrictions to QS and IFQ transfers from the charter
to the commercial sector to constrain circumvention of the commercial vessel category restrictions. New Option
4a allows the Council to permit the transfers of any or all commercial vessel category QS and/or IFQs to the
charter sector. Option 4b would permit the transfers of QS and/or IFQs from the charter sector to the selected
commercial vessel categories and would explicitly prohibit transfers to vessel category A (freezer boats).

The Option 4b suboption addresses whether QS and/or IFQs used in the charter sector should be locked into
one vessel category upon its first transfer to the commercial sector or remain unrestained. Staff seeks

clarification as to what category those QS and/or IFQs would be assigned, and whether the ability to use
those shares on larger vessels is allowed (fish-up).

Staff envisions this aspect of the program possibly working as follows. QS certificates initially issued to the
commercial and charter sectors could have identifiers (e.g., vessel class U, unblocked U, with U- designating
QS initially issued to the charter sector). Those identifiers would allow for a snapshot view of QS distribution
across sectors at any point in time for tracking purposes. Staff envisions that such a QS ‘flag’ will function
to identify such shares in the future.

As undesignated (charter) QS/IFQ are transferred for use in the commercial sector the vessel class could be
reassigned to that of the transferee’s preference (since a QS holder may hold QS for vessels of different sizes)
and would be fixed in perpetuity. The number of Class U IFQ permits likely will decrease as they are
transferred for use in the commercial sector; however, their transfer back to the charter sector will not affect
their use (i.e, there are no proposed vessel category restrictions in the charter sector).

If the suboption is not selected as the preferred option, then the QS may be transferred back and forth across
sectors. Circumvention of the commercial vessel category restriction may be an unintended result of the ability
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to “launder” QS/IFQ through the charter sector. Alternatively, they would be more valuable if they retained
their unclassified designation so that they could be fished on either B, C, or D vessels.

New Option 4. One transfer of QS/IFQ each year between sectors for each QS holder

This option is unchanged from Option 10. Staff seeks clarification as to whether the Council intends one
total transfer by a QS holder or one transfer for each area (2C and 3A) and/or for each vessel class for
each QS holder. Different rationale and scenarios will be described for each of the two transfers: permanent
(QS) or leasing (IFQ). See example described under New Option 1.

New Option 5. Minimum size of transfer is range of 20-72 fish
New Option 5 is unchanged from Option 11. The range and its equivalent poundage will be analyzed.

Old Option 12. Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools

The Council stated its objective under Option 12 was to limit the amount of QS that could be transferred from
the charter sector to the commercial sector. The result of this option would be to create two classes of QS
pools, only 25% of which would be allowed to be transferred. This suboption would similarly limit the transfer

of its associated IFQs. Additional flagging of QS is necessary under this suboption to denote which QS are
transferable and which are not.

Staff seeks clarification on whether this option intends that 25% of each persons quota is tranferable, or 25%
of the aggregate charter sector’s quota is transferrable. If it is 25% of each person's quota, RAM will need to
track which quota shares are transferrable and which are not. They will then only allow the transferrable QS
to be moved from the charter to commercial sector. If the limit is based on a percentage of the overall sector
quota, persons could sell their entire allocation until the limit is reached and then all sales would be prohibited
until they were under the limit. Depending on market circumstances, such a restriction applied in aggregate
could foster a race to transfer.

Option 12 appears to address a similar interest in constraining the potential transferability of IFQs as listed
in Issue 7, Option 2 and of QS under Issue 7, Option 3. The objective of these three options all address

limitations on transferability. Staff recommends that all three be moved under Issue 6, New Option 1 to
read:
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New Option 1. Transfer of QS (permanent) and/or IFQs (leasing):
a) prohibit transfers between charter and commercial sectors
b) allow transfers between charter and commercial sectors
1. 1-yr one way transfer from commercial to charter
2. 3-yr one way transfer from commercial to charter
3. two-way (between commercial and charter sectors).

Suboptions under Options b (1-3):

i. Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools.

ii. Cap the percentage of annual IFQ transfers (de facto leasing) between sectors not to
exceed 25% of total IFQs and 5% of IFQs per year from charter to commercial; not
to exceed the amount needed to meet the area GHL (12.68% in Area 2C and14.94%
in Area 3A) from commercial to charter.

ili. on percentage of annual QS transfers between sectors not to exceed 25% of total QS
and 5% of QS per year from charter to commercial; not to exceed the amount
needed to meet the area GHL (12.68% in Area 2C and 14.94% in Area 3A) from
commercial to charter

Staff requests clarification as to whether the Council intends that 25% of each QS holder’s QS/IFQ is
transferable, or 25% of the charter sector’s total quota is transferrable. If it is the former, RAM will need
to flag and track which QS are transferrable and which are not. RAM will then only allow the transferrable
QS to be moved from the charter to commercial sector.

If the limit is based on a percentage of the overall sector quota, persons could sell their entire allocation until
the limit is reached and then all sales would be prohibited until they were under the limit. The QS limits could
be monitored this way because the QS units were made equal so they could be transferred. All NMFS would
need to do is monitor the ratio of QS held by the commercial and charter sectors. If they are under that ratio
transfers would be allowed, if they are over that ratio transfers would be disallowed to the commercial sector.
A derby to transfer QS/IFQs may result from this application, leading to short-term economic instability to
both sectors.

Staff also requests clarification on the second part of Suboptions 2 and 3 (“not to exceed the amount needed
to meet the area GHL”) because it appears to be contrary to the stated intent that the GHL be repealed upon
implementation of the IFQ program and the objective of the IFQ program that the market respond to allocations
between the sectors. It appears to create a derby for IFQ transfers at the start of each season. Staff suggests
deleting this part or replacing it with the preferred alternative under Issue 1. Staff’s first impression is that

limiting caps to either the GHL or IFQ initial allocation means that no QS or IFQ transfers would be allowed
into the charter sector.

This additional restriction is contrary to the nature of the goal of the IFQ program - to allow the market place
to drive the allocation - see discussion under Option 1. Staff recognizes the Council’s intent to slow the pace
of transfers at the onset of the program by the addition of the three suboptions to the analysis. However, staff
requests additional direction as to the intended structure of the suboptions or requests that the Council
consider deleting them from the analysis. If the Council retains suboptions 2 and 3, staff seeks clarification
on whether to replace the referenced poundages with their associated percentages as clarified by the
Council under Issue 1.
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In summary, staff recommends:

6)
7)

Combine Options 1 and 2 are combined into New Option 2.

Modify Option 3 to include QS and renumber it as New Option 1.

Combine Options 4, 5, and 9 to address the commercial block program into New Option 3, Block
restrictions.

Combine Options 6, 7, and 8 to address vessel class restrictions into New Option 4. Vessel class
restrictions.

Renumber Option 10 as New Option 5. Staff seeks clarification as to whether the Council intends
one total transfer by a QS holder or one transfer for each area (2C and 3A) and/or for each vessel
class for each QS holder.

Renumber Option 11 as New Option 5.

Move Option 12 to New Issue 2 as suboptions or delete them.

Issue 5. Transferability of QS (permanent) and IFQs (on annual basis [leasing])

New Option 1. Transfer of QS (permanent) and/or IFQs (leasing):

a) prohibit transfers between charter and commercial sectors
b) allow transfers between charter and commercial sectors

1. 1-yr one way transfer from commercial to charter

2. 3-yr one way transfer from commercial to charter

3. two-way (between commercial and charter sectors).

Suboptions under Options b (1-3):

1.  Designate QS pool into two classes for transfer from charter to commercial sector:
transferable (25%) and non-transferable (75%) pools.

ii. Cap the percentage of annual JIFQ transfers (de facto leasing) between sectors not to
exceed 25% of total IFQs and 5% of IFQs per year from charter to commercial; not to
exceed the amount needed to meet the area GHL (12.68% in Area 2C and14.94% in Area
3A) from commercial to charter.

iii. on percentage of annual QS transfers between sectors not to exceed 25% of total QS and
5% of QS per year from charter to commercial; not to exceed the amount needed to meet
the area GHL (12.68% in Area 2C and 14.94% in Area 3A) from commercial to charter

New Option 2. Block restrictions

a) Any initially issued (i.e., unblocked) charter QS once transferred to commercial sector shall be:
1. blocked
2. blocked up to the limits of the commercial sweep-up and block limits

b) allow splitting of commercial blocks to transfer a smaller piece to the charter sector

c) allow splitting of commercial blocks once transferred to the charter sector
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New Option 3. Vessel class restrictions
a) from A, B, C, and/or D commercial vessel category sizes to charter sector
b) from charter to commercial:
1. D category only
2. C and D category only
3. B, C, and D category
c) initial transfer from undesignated charter to a particular commercial vessel category locks in at
that commercial category

New Option 4. One transfer of QS/IFQ each year between sectors for each QS holder

New Option 5. Minimum size of transfer is range of 20-72 fish

Issue 7.Caps
Option 1.  No caps - free transferability

If one of the objectives is to remove some of the excess harvesting capacity in the industry, then constraints on
transferability are going to hinder this process. See the discussion in t the introduction for more background.

Option 2.  Cap the percentage of annual JFQ transfers (de facto leasing) between sectors not to exceed 25%
of total IFQ and 5% of annual IFQ transfers from charter to commercial; not to exceed the amount
needed to meet the area GHL (1.4 M Ib in Area 2C and 3.91 M Ib in Area 3A) from commercial
to charter

Staff recommends that Option 2 be moved into New Option 5, as a suboption. See discussion under that
option.

Option 3.  on percentage of annual QS transfers between sectors not to exceed 25% of total QS and 5% of
annual QS transfers from charter to commercial; not to exceed the amount needed to meet the area
GHL (1.4 M 1b in Area 2C and 3.91 M Ib in Area 3A) from commercial to charter

Staff recommends that Option 2 be moved into New Option 5, as a suboption. See discussion under that
option.

Option 4. ownership cap of %, Y2, and 1% of combined QS units in Area 2C and %, Y2, and 1% of combined
QS units in Area 3A and grandfather initial issues at their initial allocation

Option 4 places ownership caps on all QS holders with a range % to 1percent for analysis. Given the proposed
design of the program, Council has taken the appropriate approach in placing combined charter and commercial
ownership caps since one of the fundamental tenets of the joint IFQ program is that there would not be
‘commercial QS/IFQ’ or ‘charter QS/IFQ,” as previously described under Issue 1.

The Council established limits on the amount of commercial QS that may be owned or controlled by one
person. A person is defined as all individuals, corporations, partnerships or other entities. The ownership level
of an individual is calculated by adding QS owned personally as well as by any partnership or corporation of
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which the person is a part. The ownership cap does not apply to initial allocations. A person was allowed to
receive above the ownership cap level on the basis of his catch history. Anyone in this situation will be entitled
to retain the excess amount. They will not, however, be able to purchase or lease any additional quota without
first divesting themselves of any quota in excess of the ownership limit.

During the first two years of the commercial halibut IFQ program, the ownership caps were expressed as a
percentage of the total (commercial) QS pool. At that time, the ownership caps were 1% for Area 2C and 0.5%
for Areas 2C, 3A, and 3B combined. In 1996, the Council approved a regulatory amendment that raised the
ownership caps in Area 4 (from 0.5 to 1.5%) and changed the percentages to fixed amounts of QS units for
all areas (with 1996 as the base year for conversions). Currently, for halibut in Areas 2C and 3A and 3B, no
person or individual may own, hold, or otherwise control, individually or collectively more than:

1,502,823 units of the total QS units from the combined IPHC areas 2C, 3A, and 3B,
599,799 units of the total QS or IFQs from IPHC Area 2C.

If selected, Option 4 would revise the current commercial ownership caps for QS holders in Areas 2C and 3A.
The actual number of QS units will not be available until the application period is closed, but the analysis will
approximate the combined QS units for each area from the units estimated under Issue 1 and the known number
of commercial QS units (59,555,379 in Ara 2C and 184,920,851 in Area 3A). Even if the analysis does not
accurately project the exact number of QS units in the combined pool, staff should be able to provide an
adequate analysis for selecting a preferred percentage cap that could be converted into QS units in the final
regulations. Staff assumes that the current year (2001 by the time of final action) would be the base year for
converting percentage to QS units.

Option 4 proposes to limit the number of combined QS holders to between 400 (at %%) and 100 (at 1%) for
each area. For comparison. at the end of the 1999 commercial fishery, there were 1,623 QS holders in Area
2Cand 2,156 QS holders in Area 3A. In the 1999 halibut charter fishery, 397 businesses and 581 vessels were
active in Area 2C and 422 businesses and 504 vessels were active in Area 3A.

Given the numbers just referenced, it seems unlikely that these caps would be necessary to prevent

consolidation. Consolidation of approximately 30% occurred in both areas after 5 years of the commercial
halibut IFQ program; %, of that consolidation (20%) occurred in the first year of the program.

Issue 8.  Miscellaneous provisions

Option 1.  maximum line limit of 12 in Area 3A (remains at 6 lines for Area 2C), grandfather initial issuees
Option 2.  10% rollover provision of total IFQs

Option 3. 10% overage provision of total IFQs to be deducted from next year’s IFQs

Option 1 proposes a 12-line limit for Area 3A. The Area 2C 6-line limit adopted by the Board of Fisheries in
1983 would remain unchanged. This regulation was proposed by Southeast residents to act as a deterrent to
the movement of large capacity charter vessels from Pacific Northwest states to Southeast Alaska. The
proposal was also supported by the existing charter fleet in Southeast, commercial user groups, and local

residents who fished from their own vessels. Existing charter businesses supported the six line regulation
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because they all had small vessels that carried less than six clients at a time and they did not want the added
competition from the larger boats that could carry more clients and charge a lesser fee per client. Commercial
groups supported the regulation because they did not want to see large increases in the sport charter industry.

In 1997, the BOF adopted a companion regulation that stated the maximum number of fishing lines that may
be fished from a vessel that is engaged in charter activities is equal to the number of paying clients on board
the vessel. This restriction was placed on charter vessels fishing for all saltwater species in Southeast Alaska.

The line limit analysis from the 2000 GHL EA/RIR/IRFA will be brought forward to this analysis. Because
of the characteristics of the Area 3A halibut charter fleet, the Council may wish to recognizes differences in
the existing fleet and consider options under the proposed line limit action:

* A maximum number of lines per vessel could be community-based and designed within a LAMP to
recognize past and present participation of headboat and military charter vessels at specific ports.

* A maximum number of lines could be set and current charter vessels could be grandfathered at the
maximum number of rods fished, or an average number of rods fished, or some other formula, as verified
in the ADF&G databases.

Potential changes to restrictions on line limits for Areas 2C and 3A were examined in the 2000 GHL analysis
using 1998 logbook data for all bottomfishing. A known data issue is that many skippers did not understand
that they were to record the maximum number of rods fished at any one time, so the estimates of the number
of rods fished are in some cases very high (up to 60 rods per boat). Some charter vessels in Seward
(particularly military charters), however, may take upwards of 20 clients per trip, and one trip reporting 27
rods fished on a trip was verified by ADF&G port samplers. It became obvious that this information was not
adequate to estimate the effectiveness of line limits as a tool to reduce halibut harvests.

A second attempt at determining the effectiveness of line limits indicates there is not a direct relationship
between line limits and harvest reductions. A number of assumptions would be required to relate line limitations
to vessel operator behavior. Some vessels might take more trips during a day, there could be a shift to more
small vessels, or it might not be economical for some vessels to fish at all. Thus, while line limits may address
local competition issues it may not act as a control for removals.

A total of 14,501 trips fished 6 lines or fewer and 4,823 trips occurred fishing 6 lines in 1998 Area 3A. A total
of 1,856 trips would have been affected if a 6-line limit had been in place. Other line limits show a declining
number of trips affected as the line-limit increases. Since the data is limited, the Council may need to rely on
public testimony to provide additional guidance to the Council on whether line limits, and at what level, may
be an appropriate management tool to restrict halibut charter harvests.

Option 2 proposes to incorporate an underage (or rollover) provision for the charter sector similar to that in
the commercial halibut IFQ program. The regulations stipulate that underages of up to 10 percent of a person's
total annual (commercial) IFQ account for a current fishing year will be added to that person's annual IFQ
account in the year following determination of the underage. This underage adjustment to the annual
(commercial) IFQ allocation will be specific to IFQ species, IFQ regulatory area, and vessel category for which
an IFQ is calculated, and will apply to any person to whom the affected IFQ is allocated in the year following
determination of an underage.
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Option 3 proposes to incorporate a ten-percent adjustment policy (overage) for the charter sector similar to that
in the commercial halibut IFQ program. The regulations stipulate that a person's annual (commercial) IFQ
account will be adjusted in the year following a determination that the person harvested or landed IFQ species
in an amount greater than the amount available in the person's annual (commercial) IFQ account and if the
amount greater than the amount available does not exceed 10 percent of the amount available in the person's
annual (commercial) IFQ account at the time of landing. The adjustment would be a deduction of the amount
of IFQ species harvested or landed that was determined to exceed the amount available in the person's annual

(commercial) IFQ account and will apply to any person to whom the affected IFQ is allocated in the year
following the determination.

A question that arises regard the enforcement consequences of exceeding the overage allowance. Under the
commercial fishery, confiscation of landings are used as the enforcement vehicle, but this may not fit well in
a charter venue. If confiscation were used, would it be levied against the operator or the client? If accounts are
managed in pounds the trigger for confiscation versus administrative adjustment could be the same as for
commercial use QS, in pounds depending on what remained after the last landing. If confiscations are not
tenable, then different penalties need to be devised for charter operations - another alternative would be to defer
enforcement to the Sate as sport fishing violations.

Issue 9. IFQs associated with the charter quota shares may be issued in:

Option 1. Pounds
Option 2. Numbers of fish (based on average weight determined by ADF&G)

Issue 9 addresses whether IFQs to be used in the charter sector should be issued in pounds or converted to
numbers of fish. Option 1 reflects the current administration of the commercial halibut IFQ program. Because
the unit of measurement of abundance in the IPHC stock assessment and quotas is also pounds, transferability
of IFQs between the sectors would be simpler if both were managed in pounds. If the IFQs are managed under
one NMFS RAM account, then also managing all IFQs in the same unit may be preferable.

Option 2 proposes to issue (and presumably manage) the IFQ accounts in the charter sector in numbers of fish.
This methodology may be preferable for several reasons.

First, one of the main advantages of implementing an IFQ program for charter operators is to enable operators
to “customize” the amount of IFQ they hold to match the harvest needs of their individual business. Charter
businesses can probably predict fairly closely how many halibut they need to run their operations through the
normal fishing season. They will not be able to predict the weight of the fish their clients may harvest. Basing
their annual IFQ permits on pounds of fish will introduce a factor of uncertainty into every charter business
that will make it more difficult for them to operate within the IFQ program.

Second, the average weight of halibut changes from year to year based upon year class strength and other
biological characteristics of the stock. An IFQ amount based on weight may work just fine for a charter
business one year. However, the same IFQ share may only carry the business through a portion of the fishing
season in future years if the average size of halibut increases substantially (but the commercial sector is also
affected by changes in halibut abundance and average weight).
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Third, dockside enforcement may be more complex if IFQs are based on pounds of halibut. Charter businesses
operate out of a large number of ports and numerous docks, boat launches, etc., within each port. It would be
necessary to have certified scales at each landing location, or to require all charter vessels to offload halibut
at one central weigh-in location in each port, to record accurate weights of the halibut harvested. Both of these
options are problematic.

Fourth, many charter operators fillet halibut while the vessel is returning from the fishing grounds to shore to
offload their clients and fish. Federal regulations prohibit filleting or mutilating halibut in such manner that
would prevent determination of the number of fish on board. An enforcement officer could still determine the
number of halibut harvested even if the fish were filleted, but determining the number of pounds harvested
would not be possible.

The drawback to basing halibut charter IFQs on numbers of fish rather than pounds is that dockside monitoring
would have to be done at major charter ports on a consistent basis to obtain an average weight of halibut
harvested by charter clients. This would be an expensive program to cover all charter ports with Areas 2C
and 3A.

Because not every port is covered by the creel survey, an area-wide conversion, calculated annually, and using
the ADF&G creel survey estimates of average weight for [IPHC Areas 2C and 3A, would likely be
recommended. However, there may be significant differences between the area-wide average and port averages.
Using the “nearest” port for communities not sampled by ADF&G will also be explored in the analysis.

The structure of the of the existing sampling programs is an important consideration for determining how a
conversion might be applied. Using Area 2C and 3 A average weights will likely have implications on individual
operators. There are differences in average weights between individual operators, and documented differences
between ports. The existing sampling programs in Areas 2C and 3A calculate sport harvest biomass using
average weights for each port, but some ports are not sampled at all, and some operators make landings at more
than one port. Using area-wide average weights, may allocate fish away from operators with higher average
weights or away from ports with higher average weights. Using current preliminary estimates, the 1999 Area
3A average weight for charters was 18.9 Ib, while the Lower Cook Inlet and Yakutat port averages were 16.5
and 43.2 1b. If the Area 3A average was used, allocations to Homer operators could see a 15% increase in
allocation while allocations to Yakutat operators would be reduced by 56%. For these reasons, conversions to
numbers may result in unacceptable re-allocations within the charter sector. Similar conversion inequities
would likely result from IFQ transfers between the commercial and charter sectors.

However, using an area-wide average conversion from pounds to fish would be equitable if the amount of
poundage initially issued to a person is based on the number of fish he/she originally landed. For example, the
Area 3A average (e.g., 18.9 Ib/fish) was used to convert a Yakutat operator’s harvest average of 1,200 fish
in 1998 and 1999 to 22,680 Ib. Under the hybrid option (see below), the conversion works well.

Option 2 also may result in a less significant result due to conversions between pounds and numbers of fish.
A lack of precision results in moving from fish to pounds as a result of rounding (that is fractions of fish would
not be awarded). An IFQ of 1,000 Ib and a conversion of 18.9 Ib/halibut would result in an IFQ of 52.9
halibut. RAM could award 53 fish; if less than half a fish the IFQ is rounded down. RAM may be requested
to transfer [FQs incrementally, resulting in fractional amounts of fish being rounded up or down, with potential
for rounding issues.



Making the conversions from pounds to fish on a charter IFQ permit would not be administratively difficult.
Conversions between pounds and numbers of fish and IFQ account maintenance is simply 2 mechanical process
for RAM. The issues are not insurmountable, but they should be evaluated in the context of adding additional
complexity to a proposed program that is already complex.

Keys to an effective data system include:

1.

L

Keep it simple. use no more than one annual conversion rate for each (or both) IPHC area(s), which
would obviate the need to create, update, and maintain a variety of annual conversion tables based on
specific ports or sub-areas.

Insure that no systematic bias is introduced by the pounds-to-fish rounding process.

Charter operators must understand, and accept, that the conversion system may, in some specific
instances, appear to cause "inequitable" results.

RAM staff have proposed three ways to administer charter IFQ accounts:

1.

Charter accounts are maintained and managed in numbers of (whole) fish. At the beginning of each
year, TAC distributions in pounds are converted to fish. RAM rounds up or down to whole fish,
theoretical excess pounds disappear and additional pounds are added as needed to "make up" whole
fish. Reporting is in numbers of fish. Conversion between pounds and numbers of fish is necessary
for each transfer between charter and commercial sectors, for calculating the following year's permits,
and (depending on how they are calculated) to determine when to confiscate as opposed to making an
administrative adjustment for overages. If the rounding method is unbiased, on average the TAC isnot
exceeded, although a person might be advantaged or disadvantaged in any one conversion event.
Conversion factors, once calculated and published, would not be subject to debate.

Charter accounts are maintained in weights, just like commercial accounts. This requires that charter
operators report weights. Everyone gets to use the amount of (whole) pounds allocated to him/her. No
conversions, no unallocated fractions of fish, no disputes. However, there were 2,807 commercial IFQ
landings in Area 3A, while there were 16,643 bottomfish charter trips. The cost to monitor charter
landings and weigh fish may be enormous. Many charter ports having no infrastructure for monitoring.

A hybnid. Allocations are made and accounts are maintained in pounds, and as a convenience, charter
permits display numbers of whole fish. Reporting is in numbers of fish. RAM may also need to display
allocated pounds on charter IFQ permits and on landing receipts (notwithstanding rounding;
displaying the pounds might advisable, depending to some extent on how overage/confiscations rules
work out). Reporting is in numbers of fish. Anyone with an account of pounds not equal to converted
whole fish would have excess account pounds at the time they harvest all allotted fish. Allocations,

transfers, overage/underage, permit calculations are all straightforward, as are conversions to whole
fish.

Accounts entirely in numbers of fish (#1) are much simpler to understand and report, but rounding issues are
introduced. Accounts maintained in pounds (#2 & #3) are much simpler to maintain, less prone to error, and
easier to edit. Method #3 provides the advantages of predictability for charter operators, a simple reporting
method and insures account accuracy; but, it requires charter IFQ permit holders to consider their IFQ accounts

in both fish and pounds to track transfers, inseason overages/underages/confiscations and next year's IFQ
adjustments.
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No matter which option is selected, an additional issue merits examination, to wit:

Determination of the rules for calculating and "carrying over" permit overages and underages; and, for
overages, determination of limits (i.e., at which point does a permit “overage” result in confiscation?).

Issue 10. Reporting:
Option 1. Require operator to report landings at conclusion of trip
Option 2. ADF&G logbook

Issue 10 addresses reporting of halibut IFQs fished in the charter sector. Two reporting vehicles have been
suggested for reporting charter halibut IFQs. For enforcement and monitoring of charter IFQ accounts, trip-
based reporting is a likely staff recommendation. This would mirror the requirement for the commercial sector.
It may entail the card swipe system currently used in the commercial sector. Electronic reporting may be
required for both sectors as technology improves by the time of charter IFQ implementation.

The likely staff recommendation would be that ADF&G would continue its weekly logbook for the collection
of all marine sportfish harvest and effort information. Information collected under this program includes:
number of fish landed and/or released, date of landing, location of fishing, hours fished, number of clients,
residence information, number of lines fished, ownership of the vessel, and the identity of the operator. The
logbook program was approved to meet several needs identified by the Board of Fisheries: (1) inseason
estimates of Southeast sport charter harvest of chinook salmon; (2) individual vessel-based sport charter
information; (3) effort and harvest information beyond that obtained through the angler-based statewide sport
fish survey and on-site creel surveys; (4) Council needs in managing halibut; and (5) BOF needs in its
deliberations of regulatory and local management plan proposals (Dean and Howe 1999).

NMFS RAM would either access the halibut harvest data from those logbooks or, integrate the charter sector
into its existing card swipe system for each trip or planned electronic reporting (also tripped-based) if weekly
reporting did not meet monitoring and enforcement needs for IFQ accounting. However, a card-swipe or
trip-based report (other than the ADF &G logbook) may be impractical. A substantial number of charter vessels
conclude their trips at remote lodges, barges or ports with no infrastructure or enforcement. This may also
hinder development of charter fisheries in remote areas (e.g. Kodiak, Southeast).

This discussion will be greatly expanded in the analysis and may not be resolved fully by RAM and
Enforcement until implementation.
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PART II. ECONOMIC OUTLINE

Incorporating the halibut charter sector into the existing commercial IFQ program could potentially resolve
some of the allocative inefficiencies that are likely to be present under the GHL, depending particularly on the
limitations placed on transferability. Sufficient data and resources were not available to determine the
economically optimal allocation of halibut between the commercial harvester and guided recreational sectors
for the drafting of the Council’s GHL analysis (NPFMC 2000). However, theory suggests that the need for
knowing the appropriate economic allocation is precluded going into an IFQ system since markets will
determine the allocation at a point where the marginal value of the resource is equal across competing uses.

At the same time, the optimal economic allocation may have undesirable distributional implications for
particular stakeholders or communities. Though distributional inequities are dismissed as ‘transfers’ within
the net benefit context, regional socio-economic ramifications can be substantial and warrant mitigation at
the expense of economic efficiency. In the case of the commercial IFQ program for halibut and sablefish, the
Council addressed these issues by implementing controls such as restrictions of QS across vessel size categories
and rigid terms for their lease and sale. Similar elements are included for treatment in Issues 6 and 7.

The recent GHL analysis (Council 2000) made evident that even partial attempts at quantitative analysis of
both net benefits and impacts require substantial amounts of data, time, and a wide range of technical expertise
on the part of analysts. Presently, insufficient data prevents the undertaking of a true cost-benefit analysis for
any U.S. IFQ fishery (NRC 1999). Nor is it possible to conduct a proper analysis on the scale necessary to
evaluate monetary impacts to the numerous stakeholders and communities that could be affected, either
positively or adversely, by extending the commercial IFQ system for halibut to the charter sector.

Information contained in the Council’s GHL analysis represents the best available data on several facets of the
commercial fishery for Alaska halibut. Data and analysis pertaining to the charter sector is limited in
geographic scope to the marine recreational fisheries off the Kenai Peninsula. Though the characteristics of the
Kenai fishery are not representative of those in area 2C, and could differ considerably from other parts of 3A,
it is the only relevant information describing in detail the economics of the marine sport fisheries. In summary,
information and tools provided in the GHL analysis that may contribute to the IFQ analysis include:
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« Baseline economic data for the commercial fisheries for areas 2C and 3A for:
harvest levels and patterns

current participation

halibut landings

ex-vessel prices and revenue

first wholesale prices and revenue

QS value

1997 estimates of commercial fishery costs

(these data will be supplemented with CFEC (1999))

¥y ¥ v v v v Vv VY

+ Baseline data for the halibut charter fishery in area 2C and 3A for:
» harvest levels and projected growth
» active businesses and vessels
» client participation

+ Baseline economic data for Cook Inlet halibut charter fisheries for:
» angler expenditures
» angler effort

»  Economic models for Cook Inlet halibut sport fishery
» demand for commercially caught halibut
» participation rate model for angling based on following attributes:
= trip cost
= average expected harvest of halibut (and other species)
« average expected size of halibut (and other species)
» Input-Output model for western Kenai Peninsula, linked to participation effects

To the extent possible, these data and models may provide a means for estimating some effects, in isolation,
of incorporating the charter sector into the IFQ program. However, the complexity of the analysis will restrict

most of the document to a qualitative treatment of the options. Among the user groups and other stakeholders
identified for consideration are:

*  Charter operators

*  Guided anglers

»  Commercial harvesters

»  Consumers of commercially caught halibut

»  Unguided anglers

= Custom processors and other businesses linked to recreational fishing

+  Commercial processors and other businesses linked to commercial fishing

The analysis will focus mainly on those user groups in the primary markets, that is charter operators and
guided anglers on the recreation side, and commercial harvesters and consumers for the commercial sector.
Even though policy changes also affect members of secondary markets and activities (processors, wholesalers,
unguided anglers, etc.), these effects are not treated separately in cost benefit analyses because they are
captured under the demand analysis for the primary markets, provided there are no distortions (Boardman et
al.). In other words, changes at the secondary level are offset by changes elsewhere in the economy if the
markets in question are perfectly competitive. Regardless of the competitive nature of these markets, the
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