AGENDA C-1

FEBRUARY 2006
MEMORANDUM
TO: Council, SSC and AP Members
FROM: Chris C')liver' D%g_ ESTIMATED TIME
Executive Director .~ 12 HOURS
DATE: January 26, 2006

SUBJECT: IRTU

ACTION REQUIRED
a) Final action on Amendment 80 EA/RIR/IRFA
BACKGROUND

Amendment 80 proposes to allocate rock sole, flathead sole, yellowfin sole, Al Pacific ocean perch, and
Atka mackerel to the Non-AFA Trawl catcher processor sector. In addition, the proposed action would
allocate PSC limits to the sector for use in their BSAI directed fisheries. The proposed action would
establish a cooperative program for qualified Non-AFA Trawl catcher processor participants. To maintain
existing fishing activity among non-allocated species in the BSAI and the GOA, sideboards are included
in the proposed action. Finally, Amendment 80 includes options for increasing the CDQ program
allocation of the five species noted above, secondary species taken incidental in these fisheries, and PSC
limits.

In October 2005, the Council conducted a initial review of the EA/RIR/IRFA and selected a preliminary
preferred alternative, noting that the alternative was still overly broad in many areas and needed further
narrowing during final action. Staff has updated the EA/RIR/IRFA to reflect the inclusion of the
preliminary preferred alternative and updated sections of the analysis the Council highlighted as needing
additional information. The revised EA/RIR/IRFA for Amendment 80 was released for public review on
January 13. A copy of this analysis was mailed to you at that time. The executive summary of this
analysis is attached as Item C-1(a). In addition, a copy of the current alternatives, components, and
options for Amendment 80 is attached as Item C-1(b). The Council is scheduled to take final action at
this meeting.

The following bullets highlight issues of Amendment 80 that may need further clarification from the
Council prior to final action:

e The problem statement may not fully address all issues proposed in this amendment package. In
June 2005, the Council added the option of including eligibility criteria for trawl catcher vessels
to operate in the limited access fishery for the allocated species. In October 2005, the Council
selected in the preliminary preferred alternative to require trawl catcher vessels to have landed at
least 150 mt of any groundfish species from 1995-2004 to be eligible to participate in any BSAI
limited access fishery for the five allocated species. The effect of this proposed action would be
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to exclude 8 licenses from these fisheries. In addition, the problem statement may not fully
address the proposed increase in CDQ allocations of the allocated species, all secondary species
caught incidental in these directed fisheries, and PSC. The Council may want to revise the
problem statement to reflect these proposed actions.

¢ One of the proposed options in Amendment 80 is to allocate PSC limits to the Non-AFA Trawl
CP sector for use in their directed fisheries in the BSAI At the same time, Amendment 85 (BSAI
Pacific cod allocation) proposes to allocate separate halibut PSC limits to all BSAI trawl sectors
for use in the BSAI Pacific cod fishery. Given the timing of the two proposed actions and the
obvious overlap of allocating halibut PSC between the trawl sectors, the Council should
clarify how halibut PSC will be addressed in the two actions in order to eliminate language
conflicts between the two motions. Attached as Item C-1(c) is a discussion paper detailing the
interaction of the two proposed actions and how the Council might clarify the language in both
actions.

e Amendment 80 includes options for harvest limits on Pacific cod in the BSAI. Simultaneously,
the Council is working on the proposed Amendment 85 action, which would modify the current
BSAI Pacific cod allocations to the various gear sectors, including an allocation to the Non-AFA
Trawl CP sector. Once Amendment 85 is implemented, two changes could occur in the
management of the sector’s Pacific cod catch. First, the sideboard for Pacific cod would be
removed, given that the sector would have an allocation of Pacific cod. Second, provided the
Council clarifies its intent, the division of the sector sideboard between the cooperatives and the
sector limited access fishery could be applied to the Amendment 85 Pacific cod allocation. This
would simplify management of the allocation within the sector by continuing cooperative
management of the cooperative allocations.

e The Council should clarify its intent on how entry into the cooperative program should be based.
Currently, entry into the sector under the proposed action is vessel based. However, entry into the
cooperatives under the proposed action is licensed based. The effect of these two different
standards could create circumstances that are inconsistent with the “owner qualification”
developed by the Capacity Reduction Program. As currently structured, a person qualified for the
Non-AFA Traw] CP sector may be effectively precluded from fishing if the person does not have
a cooperative endorsement and associated catch history to support an allocation to the sector’s
limited access fishery. The simplest and most direct method of establishing consistency would be
to base cooperative eligibility on the Capacity Reduction Program eligibility criteria. If the
Council wishes resolve the inconsistence and retain the current license based system for entry into
a cooperative, the Council could modify their current action to base all qualification (including
cooperative qualification) on vessel ownership. If the Council wishes to create incentives for
participants to qualify for additional licenses for the program that meet a catch threshold, it could
credit the licenses towards cooperative formation or credit the history from those licenses for
distribution of the sector’s allocation.
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BSAI Grounofisih Amendment 80 Exacutive Sumniaty

AGENDA C-1(a)
FEBRUARY 2006

EXECUTIVE SUMMARY

The North Pacific Fishery Management Council (Council) has long recognized the need to reduce
bycatch, minimize waste, and improve utilization of fish resources to the extent practicable in order to
provide the maximum benefit to present generations of fishermen, associated fishing industry sectors,
communities, and the nation as a whole. Since at least 1995, the Non-AFA Trawl CP sector has had the
highest discard rate in the Bering Sea and Aleutian Islands (BSAI) groundfish fisheries. Although the
overall retention level in that sector has increased in the last decade, it is still well below other BSAI
sectors. The Non-AFA Trawl CP sector primarily participates in multi-species fisheries that operates
under a “race for fish”, where vessels attempt to maximize their harvest in as little time as possible, in
order to claim a larger share of the available quota. Because vessels are competing with each other for
shares of the total quota, an individual vessel may be penalized for undertaking actions to reduce
incidental catch, such as searching for cleaner fishing grounds. To provide the sector with a tool to
increase economic efficiency when reducing incidental catch and minimizing waste, the Council in
October 2002, initiated Amendment 80, an action that would eliminate the race for fish among members
of the sector that wanted to join a cooperative.

Amendment 80 would provide specific groundfish allocations to Non-AFA Trawl CP sector and allow the
formation of cooperatives. Sector allocations and associated cooperatives would allow participants to
focus less on harvest maximization and more on optimizing their harvest. This in turn could allow
reduction of incidental catch, improve retention, and improve utilization, while still improving the

economic health of the harvesting and processing, all of which address the problem statement for
Amendment 80.

Four strawman alternatives are considered to compare the impacts of the proposed program components,
a status quo alternative (Alternative 1) and three alternatives that would allow the formation of multiple
(Alternatives 2 and 4) or single (Alternative 3) cooperatives. The alternatives evaluated in this analysis
are summarized in the following table.
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Alternative 1

(Status Quo) Alternative 2 Alternative 3 Alternative 4
Primary Target none yellowfin sole, rock sole, yellowfin sole, rock sole, yellowfin sole, rock sole, flathead
Species to be flathead sole, Atka flathead sole, Atka sole, Atka mackerel, Aleutian
Allocated mackerel, Aleutian Islands mackerel, Aleutian Islands Islands Pacific Ocean perch
Pacific Ocean perch Pacific Ocean perch
Allocation to Sector |none Allocation: Sector's retained  |Allocation: Sector's retained  |Allocation: Sector’s total catch over

catch over all retained catch,

1998-2002
Management: Hard cap
Yellowfin sole: all yellowfin
sole in excess of 125,000 mt
threshold to be divided 30%
to sector and 70% to other
trawl; 2-way rollover; no AFA
sideboards for yellowfin sole
threshold fishery

catch over all total catch,
1995-2003

Management: Soft cap;
rollover to sector

Yellowfin sole: all yellowfin
sole in excess of 100,000 mt
threshold to be divided 70%
to sector and 30% to other
trawl; 2-way rollover; no AFA
sideboards for yellowfin sole
threshold fishery

all total catch or sector’s retained
catch over all retain catch using
either 1995-2003, 1998-2004,
2000-2004, or a select
percentage for each species

Management: Hard cap for sector
and an ICA for general limited
access fishery; rollover of
allocated species and PSC to
H&G sector

Yellowfin sole: all yellowfin sole in
excess of 125,000 mt threshold
to be divided 60% to H&G sector
and 40% to the general limited
access fishery; allow rollovers;
no AFA sideboards for yellowfin
sole threshold fishery

Allocation of
Prohibited Species

PSC allocated by target
fishery and shared
among all trawl vessels

Sector allowance based on
average historic PSC usage
in directed fishery for
allocated primary species
plus Pacific cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each
PSC fishery group for
allocated primary species
plus Pacific cod, 1995-2003

b) apply sector proportion as
determined above

c) reduce by 5%

H&G sector allowance based on
average historic usage of PSC
from 1995-2003, 1998, 2004,
2000-2004 or a select
percentage for each PSC
species

Reduce calculated PSC allowance
to either 75% or 95% in the third
year or phase in PSC reductions
5% per year

Sector Eligibility

determined by Congress

determined by Congress

determined by Congress

determined by Congress
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Alternative 1

limits

more than 50% of the catch
history of an allocated
species

(Status Quo) Alternative 2 Alternative 3 Alternative 4
Cooperative none Qualified license holder Qualified license holder Qualified license holder harvested
endorsement harvested 150 mt of harvested 150 mt of 150 mt of groundfish with trawl
groundfish with trawi gear on| groundfish with trawl gear on| gear on a sector qualified vessel
a sector qualified vessel and | a sector qualified vessel and | and processed that fish between
processed that fish between | processed that fish between | either 1997-2002, 1997-2003, or
1997 and 2002 1997 and 2004 1997-2004
Cooperative none Threshold: 15% minimum of | Threshold: 67% minimum of | Threshold: 15% minimum of
formation eligible participants and eligible participants and eligible participants and must be
must be comprised of at must be comprised of at comprised of at least two
least two separate entities least two separate entities separate entities
Allocation: based on retained |Aflocation: based on total Allocation; based on either total
catch history, 1998-2002 catch history, 1995-2003 catch or retained catch using
either 1997-2003 drop 2, 1997-
2004 drop 2, 1997-2004 drop 3,
or 1998-2004 drop 2
Excessive share none No limit on consolidation No single person can hold no |No single person can hold no more

than 20%, 30%, or 50% of the
catch history of an allocated
either by species by species
basis or on an aggregate basis

Initial allocation grandfathered
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4

Sideboards

none

For sector: established based

on participation in other
fisheries, 1998-2002; for

GOA halibut PSC based on

usage by area, 1998-2002;

only vessels that have GOA | 2003

wide weekly participation in
the flatfish fisheries over the

threshold during the
qualifying period would be
eligible to participate in the
GOA

Within sector: established

between cooperative and

non-cooperative participants

for unallocated species

For sector: established based
on participation in other
fisheries, 1995-2003; for
GOA halibut PSC based on
the usage by area, 1995-

Within sector: established
between cooperative and
non-cooperative participants
for unallocated species

For sector:

BSAI Established based on
participation in fisheries using
either 1995-2003; 1998, 2004,
2000-2004 or a select
percentage for each for
speciesffisheries. Sideboards
would be allocated between
coops and general limited access
based on retained or total catch
using either 1997-2003 drop 2,
1997-2004 drop 2, 1997-2004
drop 3, or 1998-2004 drop 2

GOA

1) eligible to participate in the GOA
flatfish fisheries based on weekly
participation in the GOA flatfish
fishery using either 1995-2003,
1998-2004, 1997-2004, or 2000-
2004. May exempt sector
vessels with significantly higher
participation in GOA flatfish
fisheries.

2) Gulf-wide halibut sideboards
calculated based on bycatch rate
or actual usage for each target
fisheries within each area for the
Non-AFA Trawl CP sector using
1995-2003, 1998-2004, 1997-
2004, 2000-2004 or the Council
may select a percentage

3) GOA pollock, Pacific cod, and
directed rockfish sideboards for
the Non-AFA Trawl CP sector
based on retained catch of the
sector as a percent of retain
catch of all sectors from 1995-
2003, 1998-2004, 1997-2004,
2000-2004 or the Council may

select a percentage
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Alternative 1 R
(Status Quo) Alternative 2 Alternative 3 Alternative 4
cDQ 7.5% of groundfish and  |10% of allocated species, plus |15% of allocated species, plus [10% of allocated species and
prohibited species secondary species caught secondary species caught secondary species caught
(except herring) incidentally in directed incidentally in directed (except Pcod) taken incidentally
allocated to CDQ fisheries, to CDQ fisheries, to CDQ in directed fisheries, to CDQ
multispecies fishery multispecies fishery; PSQ multispecies fishery; PSQ multispecies fishery; PSQ
proportional to the CDQ proportional to the CDQ proportional to the CDQ
allocation allocation allocation
v
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Regulatory Impact Review

Effects on Harvest Participant and Fishing Practices
Alternative 1: Status Quo/No Action

Maintaining the status quo is expected to result in the continuation of existing fishing practices
and patterns. Participants in the Non-AFA Trawl CP sector will likely continue to focus the
majority of their fishing effort on several flatfish species, Atka mackerel, Al Pacific Ocean perch
and Pacific cod in the BSAIL Some vessels in the sector will also participate in GOA fisheries.
Under this alternative, trawl participants will continue to race for fish. Trawl fisheries will
continue to be prematurely closed due to constraining halibut PSC allowances. Sector discard
rates will likely improve, but overall the retention rates will continue to lag behind the rest of the
BSAI sectors. Contributing to the improved retention rates is the impending groundfish retention
standard (GRS) action. Amendment 79, if approved by the Secretary of Commerce, would phase
in the GRS over a four-year period. Originally approved by the Council in June 2003, the GRS
was to begin in 2005 with a starting GRS rate of 65 percent. Over the subsequent four-year
period, the GRS would gradually increase, culminating at 85 percent in the fourth year. The
action would only require Non-AFA Traw] CP vessels greater than or equal to 125 ft. LOA to
comply with the GRS. Non-AFA Trawl CP vessels less than or equal 125 ft. LOA would be
exempt from the GRS. To monitor and enforce the GRS, sector vessels greater than or equal to
125’ LOA would be required to measure all catch on flow scales and all hauls must be observed.
Many of the vessels already have flow scales onboard, but seven vessels need to install the scales.
All sixteen vessels greater than 125 ft. LOA would also be required to carry an extra observer.
Where feasible, GRS could reduce economic returns from fisheries to members of the sector.

Alternative 2

Under Alternative 2, the allocation percentages to the Non-AFA Trawl CP sector are expected to
be sufficient to keep the sector’s groundfish catch levels about the same as their historic catch.
However, the remaining portion of groundfish reserved for the general limited access fishery
would be substantially less than historic harvests and may disadvantage members of other sectors,
particularly non-AFA catcher vessels. The remaining amount of groundfish reserved for the
general limited access fishery is less than the combined AFA Trawl CP and CV sideboards for
each of the species. Between 1995 and 1997, vessels whose catch history was assigned to the
AFA Trawl CP and CV sectors participated in the fisheries allocated to the Non-AFA Trawl CP
sector in larger numbers.

Under this alternative, the yellowfin sole threshold program could provide the opportunity for the
AFA Trawl CP and CV sectors and the Non-AFA Trawl CV sector to expand their harvest of
yellowfin sole in periods when BSAI pollock TAC declines relative to yellowfin sole. In that
circumstance, 30 percent of the TAC over 125,000 mt would be assigned to the Non-AFA Trawl
CP sector. The remaining 70 percent of the TAC would be apportioned to the trawl vessels that
are not a part of the Non-AFA Trawl CP sector. Allocating 70 percent of the TAC, above the
125,000 mt level, would provide expanded harvesting opportunities for these sectors.

The PSC allocation to the Non-AFA Trawl CP sector under Alternative 2 would likely be
sufficient to harvest their entire allocation of groundfish. However, the remaining halibut PSC for
all other trawlers could be insufficient to harvest the allocation of groundfish to the general
limited access fishery. Given the historically usage of halibut PSC from 1995 to 1998, there is the
potential for the remaining trawl sectors to fall short of the necessary halibut PSC needed to
harvest the remaining groundfish, if, for example, the Pacific cod TAC were to increase relative
to pollock TAC.
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Based on the eligibility requirements under this alternative, there appear to be 27 vessels that
qualify for the Non-AFA Trawl CP sector. Four vessels with trawl CP licenses failed to harvest
the required 150 mt of BSAI groundfish with traw] gear and process that catch between 1997 and
2002. Under this alternative, 27 LLP licenses are also estimated to qualify for a cooperative
endorsement.

Under Alternative 2, 15 percent of the endorsed LLP licenses would be needed to form a
cooperative. In addition, at least two unique entities are required for cooperative formation. Since
under Alternative 2 there are likely to be 27 endorsed LLP licenses, at least four of these licenses
would be needed to form a cooperative. If each of the cooperatives had the minimum required
four endorsed LLP licenses, six cooperatives would be formed in the Non-AFA Traw] CP sector.
This provision should help to ensure that each vessel is given the opportunity to join a
cooperative. Alternatively, the “odd-person-out” may have less of a voice in deciding the terms of
the cooperative agreement. It seems less likely that the “odd-person-out” would be worse off
under this alternative than Alternative 3 cooperative structure, which allows only a single
cooperative to form. Under this action, each participant would have the option to join any of six
potential cooperatives, so it is more likely to find a cooperative that would help them meet their
objectives. Participants who elect not to join a cooperative would participate outside a
cooperative but within the sector’s limited access fishery.

Consolidation in the Non-AFA Trawl CP sector under Alternative 2 would not be constrained.
There would be no limit on the percentage of the Non-AFA Trawl CP sector allocation that an
eligible participant can own or use. In general, number of vessels in the fishery could be reduced
to the minimum number need to harvest the entire allocation. Cost savings associated with a more
optimal fleet size is expected to increase the producer surplus generated by the fleet.

Alternative 2 would implement harvest caps on the Non-AFA Trawl CP sector for the species that
are not allocated. Sideboard caps would be set using the sector’s retained catch of BSAI
groundfish species from 1998-2002 in all fisheries relative to the retained catch of all vessels.
Sideboards would also be set for GOA halibut PSC based on actual usage relative to the other
sectors from 1998-2002. GOA groundfish harvests by the Non-AFA Trawl CP sector would be
limited by requiring vessels to have fished a given number of weeks during the qualifying period
to participate. Alternatives defining the actual number of weeks required have not been
developed, so the impacts cannot be determined.

The Non-AFA Trawl CP sector should have the opportunity to harvest their historic percentages
of BSAI groundfish species, given the alternatives selected. These caps do not give the sector the
rights to those fish, but instead are limits on their catch. Other sectors could legally harvest
portions of the sideboard limits before the Non-AFA Trawl CP sector catches them. Basing the
caps on retained catch, results in larger caps, in most cases, relative to using total catch.

Future GOA groundfish harvests cannot be predicted, without additional information on the
number of participants that will be allowed to fish in the future. The GOA PSC caps, however,
should enable the sector to harvest historic levels of groundfish. GOA halibut PSC catches were
not assigned to a specific area, since NMFS does not manage PSC by area in the GOA. Finally,
the analysts assumed that any catches by the sector under the Rockfish Pilot program would be
deducted from the sideboard cap amounts.

Given the Alternative 2 methods of calculating the BSAI sideboard caps, it is expected that the
Non-AFA Trawl CP sector could harvest their historic percentages of various fisheries and still
provide sufficient protection for other sectors. Insufficient information is available to make that
determination for the GOA. However, given that most fisheries in the GOA are closed due to

halibut bycatch and not TAC, the halibut PSC caps should provide adequate protection for most
species.
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With regards to the meeting the GRS, Non-AFA Trawl CP sector participants would likely be
better off under Alternatives 2 than under Alternative 1. Under Alternative 2 sector participants
that join a cooperative can pool their individual annual GRS rates across the cooperative. Under
Alternative 1, the GRS would be enforced on a vessel by vessel basis. Under Alternative 2,
vessels in a cooperative would average their individual annual retention rates, which could help to
reduce increased operation costs for those vessels limited by the GRS. Overall, given the

flexibility of this alternative, each cooperative will minimize the cost of meeting the GRS to the
extent possible.

Alternative 3

Under Alternative 3, the allocation of groundfish species and PSC species would be insufficient
to maintain the Non-AFA Trawl CP sector’s historic harvest levels (except maybe yellowfin
sole). In addition, large portions of the remaining Amendment 80 species would be directed to the
general limited access fishery where it would likely remain unharvested without substantial
increases in harvest by participants in the fishery. For example, the combined AFA Traw!l CP and
CV sideboards for rock sole is 7.11 percent. If the Council selected this allocation option for rock
sole, the allocation to the general limited access fishery would 70.6 percent of the TAC.
Assuming the AFA CP and CV sectors harvested rock sole up to their sideboards, the remaining
allocation available for the Non-AFA Trawl CV sector would be 63.49 percent. The Non-AFA
Trawl CV sector has traditionally not harvested rock sole to anywhere close to that degree. The
alternative does includes a provision to rollover any portion of the general limited access fishery
allocation that is projected to go unused by a given date. However, the timing of some of the
fisheries and lack of PSC that would be necessary to harvest the rollover decrease the benefits
relative to a direct allocation as in Alternative 2.

Under this alterative, trawl catcher vessels must have retained 1,000 mt of any groundfish during
1995 to 2004 period in order to qualify the general limited access fishery. Of the 139 trawl
catcher vessels that made one landing between 1995 and 2004, 123 would qualify for the general
limited access fishery.

Under this alternative, relative to Alternative 2, the yellowfin sole threshold program would be
less likely to provide an opportunity for the AFA Trawl CP and CV sectors and the Non-AFA
Trawl CV sector to expand their harvest of yellowfin sole in periods when pollock TAC declines
relative to yellowfin sole. The primary reason is the allocation of the ITAC above the threshold
would favor the Non-AFA Trawl CP sector and would diminish the yellowfin sole allocation to
the general limited access fishery when ITAC exceeded the threshold from 48 percent to 30
percent. Yellowfin sole ITAC above the threshold would be distributed 70 percent to the Non-
AFA Trawl CP sector and 30 percent to all other trawlers. Constraining the success of the
threshold program, under this alternative, is the lack of halibut PSC. Like Alternative 2, this
alternative does not include reallocation of halibut PSC as part of the rollover provisions, so
sectors will have to rely on their initial halibut allowance to harvest any groundfish that is rolled
over to them.

Although it cannot be determined with any certainty, the PSC allocation percentages under this
alternative could result in an allocation to the Non-AFA Trawl CP sector that may be insufficient
for harvesting their entire allocation of the target species, if the sector cannot reduce its PSC catch
rates substantially from current levels. In contrast, the remaining portion of halibut PSC reserved
for all other trawlers should be sufficient to harvest the remaining portion of unallocated
groundfish. Alternative 3 also includes a reduction in the calculated PSC apportionments to the
Non-AFA Trawl CP sector by an additional 5 percent.

Like Alternative 2, 27 vessels appear to qualify for the Non-AFA Trawl CP sector. Four vessels
with trawl CP licenses failed to harvest the required 150 mt of BSAI groundfish with trawl gear
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and process that catch between 1997 and 2002. However, under this alternative, 29 or 30 LLP
licenses are estimated to qualify for a cooperative endorsement.

To form a cooperative under this alternative, 67 percent of the endorsed LLP licenses held by
Non-AFA Trawl CP sector participants would be required. If the calculation is based on licenses,
and 30 licenses are in the sector, then 21 licenses would be required to meet the 67 percent
threshold. Basing the cooperative formation vote on licenses and not vessels would tend to
benefit those owners that have stacked multiple licenses on their vessels. Those qualified
participants who elect not to join a cooperative would participate outside the cooperative but
within the sector (sector limited access fishery).

Consolidation would be limited under Alternative 3. Although numbers of persons over the cap
cannot be reported for the Atka mackerel and Al POP fisheries to protect confidential data, no
companies are over the cap for yellowfin sole, rock sole, and flathead sole. In general, the
changes in the economic impacts of a 50 percent cap versus no cap are small. In either case, the
number of vessels in the fishery could be reduced to the minimum number need to harvest the
entire allocation.

The sideboard caps under Alternative 3 would be based on the total catch of the Non-AFA Trawl
CP sector relative to the total catch of all sectors. Using total catch, as compared to retained catch,
tends to reduce the size of the sideboard caps for the Non-AFA Trawl CP sector. Smaller caps
will reduce the amount of revenue that the Non-AFA Trawl CP sector can generate. However,
they will provide more fish for other sectors to harvest. Whether the other sectors will increase
their participation and retention in fisheries other than Pacific cod and select other fisheries is
unknown.

Sideboard caps will be set for both GOA groundfish and halibut fisheries under this alternative.
Groundfish sideboard caps will have the greatest impact on species that close due to the TAC
being harvested. These species are typically Pacific Ocean Perch, Pelagic shelf rockfish, northern
rockfish, and Pacific cod. Other species are typically closed as a result of halibut PSC constraints.
Given that this alternative would decrease the Non-AFA Trawl CP sector’s halibut PSC cap by
about 70 mt, they are expected to be worse off under this alternative compared to Alternative 2.
Other participants in the GOA fisheries would fair better under this alternative.

In meeting the GRS, Non-AFA Trawl CP sector participants would likely be better off under
Alternatives 3 than under Alternative 1, but less so than under Alternatives 2 and 4. Under
Alternative 3, sector participants that join the cooperative can pool their annual vessel GRS rates
across the cooperative. By averaging individual vessel retention rates across the cooperative, this
could help to reduce operation costs for those vessels limited by the GRS. However, unlike
Alternatives 2 and 4, which are multiple cooperatives alternatives, Alternative 3 would allow only
one cooperative. As a result, there is a chance that some members of the sector will not join the
cooperative thus reducing the benefits of GRS pooling. Overall, participants in the cooperative
will seek to minimize their cost of meeting the GRS to the extent possible.

Alternative 4

In October 2005, the Council identified a preliminary preferred alternative. While the Council
identified several preferred options throughout the proposed action, they did not select preferred
options for many the components. As a result, any meaningful analysis of Alternative 4 in
comparison to the other alternatives is difficult and in some cases not possible. The following
limited analysis overviews those components in Alternative 4 narrow enough to make some
general observations in comparison to the other alternatives.

Under Alternative 4, the allocation percentages to the Non-AFA Trawl CP sector are expected to
be sufficient to keep the sector’s groundfish catch levels about the same as their historic catch.
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With the exception of the total/total method combined with the year combination 1995 to 2003,
the remaining portion of groundfish reserved for the general limited access fishery would be less
than historic harvests and may disadvantage members of other sectors, particularly non-AFA
catcher vessels in the future. In general, using catch data after 1998 under this alternative will
result in larger allocations to the Non-AFA Trawl CP sector and small allocations to the general
limited access fishery. During the 1995 to 1997 period, participants in the AFA Trawl CP and CV
sectors participated in larger numbers in many of the fisheries allocated under this proposed
action. Alternative 4 also includes an ICA provision in the event that the allocation of an

Amendment 80 species to the general limited access fishery is inadequate to support other
directed fisheries.

Under Alternative 4, trawl catcher vessels must have landed a 150 mt of any groundfish species
during the years 1995 to 2004. Applying this eligibility requirement to the trawl catcher vessels,
131 vessels would qualify for the general limited access fishery. Under this alternative, 8 trawl
catcher vessels that landed less than 150 mt of groundfish from 1995 to 2004 but more than one
landing would be excluded from the general limited access fishery.

Alternative 4 includes a rollover provision like Alternative 3, but the provision also includes PSC.
Under this provision, NOAA Fisheries would be allowed to rollover any halibut PSC that is
projected to be unused in the general limited access fishery PSC allotment to the Non-AFA Trawl
CP sector. Unfortunately, the flexibility in the current system does not lend itself easily to a
structured and predictable system for the rollover of PSC from the general limited access fishery
to the Non-AFA trawl CP sector. At this time, the proposed action provides no details on how
PSC rollovers would be managed.

Under this alternative, the yellowfin sole threshold program could provide some increased
opportunity for the AFA Trawl CP and CV sectors and the Non-AFA Trawl CV sector to expand
their harvest of yellowfin sole in periods when BSAI pollock TAC declines relative to yellowfin
sole depending on the allocation percentage below the threshold. In this alternative, 60 percent of
the TAC over 125,000 mt would be assigned to the Non-AFA Trawl CP sector. The remaining 40
percent of the TAC would be apportioned to the trawl vessels that are not a part of the Non-AFA
Trawl CP sector.

The PSC allocation to the Non-AFA Trawl CP sector under Alternative 4 would likely be
sufficient to harvest their entire allocation of groundfish. However, the remaining halibut PSC for
all other trawlers could be insufficient to harvest the allocation of groundfish to the general
limited access fishery. Given the historically usage of halibut PSC from 1995 to 1998, there is the
potential for the remaining trawl sectors to fall short of the necessary halibut PSC needed to
harvest the remaining groundfish, if, for example, the Pacific cod TAC were to increase relative
to pollock TAC.

Based on the eligibility requirements under this alternative, 27 vessels appear to qualify for the
Non-AFA Trawl CP sector. Four vessels with traw] CP licenses failed to harvest the required 150
mt of BSAI groundfish with traw] gear and process that catch between 1997 and 2002. Under this
alternative, 27 to 30 LLP licenses are estimated to qualify for a cooperative endorsement.
Additional licenses qualify for the cooperative endorsement because some vessels carry multiple
licenses in recent years.

Under Alternative 4, 15 percent of the endorsed LLP licenses would be needed to form a
cooperative. In addition, at least two unique entities are required for cooperative formation. Since
under Alternative 4 there are likely to be between 27 to 30 endorsed LLP licenses, at least four of
these licenses would be needed to form a cooperative. If each of the cooperatives had the
minimum required four endorsed LLP licenses, six cooperatives would be formed in the Non-
AFA Trawl CP sector.
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Under Alternative 4, excessive share limits are included, but how they are applied has yet to be
determined by the Council. Although specifics impacts of this alternative cannot be determine
with any certainty, some general observations can be made. Based on the options selected,
consolidation for the Non-AFA Trawl CP sector would be limited. On a species by species basis,
a maximum of one to three companies will be impacted by the excessive share caps, depending
on the cap level. Several other companies could increase their holdings before they reached the
proposed caps. On an aggregate species basis, no companies were over the 50 percent cap.

Alternative 4 would implement harvest caps on the Non-AFA Trawl CP sector for the species that
are not allocated. However, the Council did not specify a specific sideboard option choosing
instead to leave all of the sideboard options open for consideration, so any meaningful analysis of
the sideboards for this alternative is not possible.

With regards to meeting the GRS, Non-AFA Trawl CP sector participants would likely be better
off under Alternative 4 than under Alternative 1. Like the previous two alternatives, sector
participants that join a cooperative can pool their individual annual GRS rates across the
cooperative thereby helping to reduce operation costs for those vessels limited by the GRS.
Overall, given the flexibility of this alternative, each cooperative will minimize the cost of
meeting the GRS to the extent possible.

Effects on Catcher Processor Efficiency

Production efficiency of the Non-AFA Trawl CP sector under the status quo is limited to some
degree by the race for fish under the current LLP fishery and GRS. Sector participants are
compelled to race for groundfish with other sector participants, as well as other participants in
other sectors throughout the period the fisheries are open. Generally, participants in the Non-AFA
Trawl CP sector are equipped to produce whole and head and gut frozen products. Production of
these products is likely to continue, if the status quo is maintained. Participants in the Non-AFA
Trawl CP must comply with GRS, which could limit production efficiency. With higher retention
rates required for vessels greater than 125 ft, sector participants are constrained in production
efficiency.

Under Alternatives 2 and 4 more than Alternative 3, the Non-AFA Trawl CP sector is likely to
realize some gains in production efficiency capturing greater rents from the allocated fisheries
despite having to comply with GRS. Under Alternatives 2 and 4, most eligible participants in the
Non-AFA Trawl CP sector are likely to join a cooperative, since operations in the limited access
fishery are likely to be less efficient (and less profitable)and it will be easier to meet the
cooperative formation requirements. However, there is some potential under Alternative 3 that
some eligible participants may elect not to join a cooperative.

Effects on the CDQ Program

Alternatives 2, 3, and 4 would increase CDQ percentage allocations for both primary target and
incidental catch species. Under Alternatives 2 and 4, CDQ percentage allocations for each of the
primary target species identified in Component 1 and associated secondary species taken
incidental in the primary trawl target fisheries would increase to 10 percent. Under Alternative 3,
the percentage allocations for both target and incidental catch species would increase to 15
percent. The PSQ percentage allocations would increase proportionately under each alternative,
as well. Under Alternatives 2 and 4, the PSQ percentage allocation would increase to 10 percent,
and under Alternative 3 would increase to 15 percent. Currently, the CDQ Program receives 7.5
percent of each groundfish TAC and PSC limit as CDQ and PSQ reserves. These reserves are
further allocated among six CDQ managing organizations (CDQ groups). CDQ groups plan and
conduct fishing operations for their CDQ allocations, and then receive royalties from the harvest
of their CDQ. This revenue is used to provide a means for starting and supporting commercial
fisheries business activities in CDQ communities in western Alaska.
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CDQ groups have had varied, but increasing, success in harvesting their existing CDQ allocations
for primary target species. In the last several years, CDQ groups have harvested the majority of
their yellowfin sole, Atka mackerel, and Pacific Ocean perch allocations. They have not been
very successful at harvesting their rock sole and flathead sole CDQ allocations. The increased
CDQ percentage allocations for primary target species considered under Alternative 2,
Alternative 3, and Alternative 4 could allow CDQ groups to receive larger CDQ allocations, if the
TACs for these species remained constant or increased. If fully harvested, this could provide
additional CDQ royalties to CDQ groups. Harvesting any increased allocations of target species
probably would result in increased catch of incidental catch species and prohibited species in the
CDQ fisheries. The increases to CDQ and PSQ percentage allocations for incidental catch species
proposed under Alternatives 2, 3, and 4 are meant to allow the CDQ Program to have adequate
CDQ reserves to account for the additional catch of incidental and prohibited species that could
occur along with the catch of increased allocations of primary target species. The actual benefits
that each CDQ group would receive from increased primary species allocations cannot be
estimated given currently available information. The relatively small size of these quotas,
variability in the amount of each primary species harvested in past years, and lack of specific
information about CDQ royalty rates makes it difficult to estimate the future CDQ Program
benefits associated with increasing CDQ percentage allocations for primary target species.

Effects on Consumers

Consumers are likely to be supplied with products from the Amendment 80 fisheries that
resemble those currently produced under status quo management. Non-AFA Trawl CP
participants are likely to continue to produce high quality frozen head and gut and whole fish,
most of which is sold into Asian markets. Some of that product is reprocessed in Asia and sold in
the U.S.

Production of the Non-AFA Trawl CP sector participants is likely to be similar to current
production under Alternatives 2 and 4. The allocations under Alternative 3 could reduce the
amount of the flatfish species allocated to the Non-AFA Trawl CP sector. If the portion of the
TACs assigned to sectors, other than the Non-AFA trawl CP sector, is not harvested, and the
amounts of those fish rolled-over to the Non-AFA Trawl CP sector cannot be harvested due to
halibut constraints, the reduced supply could negatively impact consumers through higher prices.
Market prices for these species will depend on other world flatfish markets. If substitute products
are available at similar prices, consumer impacts would be small. The lack of information on
these markets precludes quantitative estimates of the impacts on U.S. consumers.

Some quality improvement could occur because of cooperatives, but these vessels already
produce high quality products because their catch is processed onboard soon after it is harvested.
1t is unlikely that this amendment will have substantial impacts on U.S. consumers.

Effects on environmental/non-use benefits

Public non-use benefits derived from the management of healthy stocks of these species are likely
to be maintained, if the current management is perpetuated.

Under Alternatives 2, 3 and 4, NOAA Fisheries will make annual, exclusive cooperative
allocations for the five allocated species. The proposed action will require eligible Non-AFA
Trawl CP vessels under 125 ft length overall to meet the GRS. These measures should have the
effect of reducing bycatch and discards, contributing additional non-use benefits that might arise
from productive use of the resource. In addition, if Alternative 3 reduces the harvest of the
allocated species below the allowed catch, the unharvested fish will remain in the BSAI
ecosystem, which is considered a benefit to the environment.
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Effects on Management, Monitoring, and Enforcement Costs

In addition to the monitoring challenges documented under other quota programs, Amendment 80
includes additional catch accounting and compliance challenges specific to this type of dedicated
access program. To address these challenges, additional requirements will be needed to manage
these sector allocations and allow single or multiple cooperatives to function. Proposed
monitoring components for all non-AFA trawl CPs while fishing in the BSAI are described
below.

1. All vessels would be required to weigh all catch on NMFS-approved scales and provide
an observer work station.

2. All hauls would available to be observed by NMFS-certified observers.

3. Vessels would be prohibited from having more than one operational line or other
conveyance device for the mechanized movement of catch between the scale used to
weigh total catch and the location where the observer collects species composition
samples.

4. Crew would be prohibited from entering any tank located prior to where the observer
collects unsorted catch, unless:

o The flow of fish has been stopped between the tank and the location where the
observer collects unsorted catch, and;

o All catch has been cleared from all locations between the tank and the location
where the observer collects unsorted catch, and;
The observer has been given notice that vessel crew must enter the tank, and;
The observer is given the opportunity to observe activities of the person(s) in the
tank.

e The observer has informed vessel personal that he or she has completed all
sampling activities.

5. Unsorted catch would be prohibited from remaining on deck outside of the codend
without an observer present, except for fish accidentally spilled from the codend during
hauling or dumping.

6. A vessel operator would be required to document the flow of fish within the vessel’s
factory.

7. Each vessel would be required to provide the opportunity for a pre-cruise meeting.

While all vessels would be subject to these requirements, vessels in this fleet vary widely in size,
facilities, layout, and fishing practices. Because of this wide variability, a performance based
catch monitoring system may be appropriate for some vessels in the Non-AFA Trawl CP fleet.
NMEFS is exploring the use of vessel-specific monitoring plans (VMP) to provide vessels
flexibility in developing a catch monitoring system that works best for their factory layout and
fishing practices. Under this alternative monitoring approach, vessel operators or managers may
propose a VMP that would meet, exceed or partially substitute for certain regulations. As
envisioned, vessels complying with an approved VMP may not be subject to the all requirements
described in this section. However, vessel operators who propose VMPs that do not address
performance standards would be subject to the regulations (as proposed and if approved by the
Secretary). Additionally, vessel operators who do not comply with an approved VMP would be
subject to enforcement action and the default regulations. This approach is conceptual at this
time, subject to change, and contains some issues that are not fully resolved.

The costs for the monitoring program include both accounting costs (that are itemized to the
extent feasible) and other opportunity costs (that are difficult to quantify). Total costs for scale,
sample station, observer requirements, and factory modifications necessary to comply with other
proposed requirements for each vessel greater than or equal to 125 ft. range between
approximately $64,045 and $365,545. Total costs for these categories for each vessel less than
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125 ft. range between $182,225 and $406,725. Other costs associated with these proposed
monitoring requirements could include decreased operating efficiencies or additional crew.

In addition to costs borne by the vessels, increases in the number of observer days and their
associated increase in the amount of data collected is expected to raise overall annual costs of the
Observer Program. This budgetary increase can be attributed to additional staffing, augmented
spending for observer sampling equipment, data entry contracts, and travel associated with
inspecting sample stations, approving VMPs and conducting pre-cruise meetings. The Observer
Program estimates increased staffing and costs associated with this action to include 3.5 full time
equivalent staff positions and approximately $450,000 annually.

NMEFS believes that anticipated benefits of a Non-AFA Trawl CP cooperative as currently
outlined, including the expectation of reduced effort and capital inputs through a slower paced
fishery substantially depend on these proposed monitoring improvements. A multi-species
cooperative, with internal transactions and contracts requires reliable catch accounting to create
secure agreements. Because Amendment 80 monitoring requirements would include flow scales,
observer stations, observation of every haul, and additional requirements described above; some
improvements to management catch accounting may also occur. For example, direct
measurement of weight on a flow scale is likely to be more reliable than alternative observer
measurements based on volumetrics and density.

Effects on Fishing Crew

The existing patterns of crew participation and compensation are likely to remain about the same,
at least until Amendment 79 is implemented. The affects of Amendment 79 are not known with
certainty. If Amendment 79 increases to costs for some vessels to the point they cannot cover
their fixed and variable costs in the long run they will leave the fishery. Employment in the sector
would be reduced. Data were not available for the analysts of Amendment 79 to make any
projections regarding which vessels may leave the fishery. Therefore, we recognize the fact that
Amendment 79 will impose more costs on the vessels in the sector, but we cannot project which
vessels, if any, will leave the fishery.

Alternatives 2, 3 and 4 are likely to have some effect on the total number of crew/processing jobs
that are available in the sector. An indication of the impacts Amendment 80 cooperative program
could have on the Non-AFA Trawl CP sector can be seen from the impacts the AFA had on the
pollock catcher/processor sector. Information from the Report to Congress and the Secretary of
Commerce on the Impacts of the American Fisheries Act completed April 1, 2002, stated that the
number of jobs that were lost in the catcher/processor sector was approximately 1,500, given that
nine catcher/processors were retired as part of the Act and six of the 20 eligible
catcher/processors or 30 percent were not used to fish pollock by their owners because the
remaining vessels were able to efficiently harvest the pollock. Given that average crew size of a
pollock catcher/processor was approximately 100, that means that approximately 900 of the 1,500
jobs lost were because of the AFA retiring vessels. The remaining 600 jobs lost were due to
vessels idled because of they were excess capacity.

Although the Non-AFA Trawl CP vessels and fisheries are very different from the pollock
catcher/processor vessels and fishery, the experience learned from the AFA is that some of the
Non-AFA Trawl CP vessels could potentially be idled because of the efficiency increases
associated with the Amendment 80 cooperative program. In addition, fishing can be expected to
slow down as a result of cooperatives. Crew on vessels that remain in the Amendment 80
fisheries could realize an increase in income from increased harvests and revenues in the fishery.
Catch increases are more likely under Alternatives 2 and 4 than Alternative 3. Crew on vessels
that remain in the Non-AFA Trawl CP sector would benefit from consolidation of harvests on
fewer vessels under Alternatives 2 and 4. Crew members paid on a share basis would benefit
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from increased revenues by their vessel. Employees that are paid on a wage basis would benefit
from longer fishing seasons on the vessels and the corresponding number of hours worked.

Effects on Communities

The fishing communities that are expected to benefit from this proposed action are the locations
the vessels offload, take on supplies, and the owners and crew live. Twenty-seven catcher
processors appear to be eligible for the Non-AFA Trawl CP sector. Of these vessels, nearly all are
based in Seattle. Due to the large size and diversity of Seattle’s economy, community-level
impacts are not expected to differ between Alternatives 2, 3 and 4. Significant benefits to other
communities that are home to some of the other Non-AFA Trawl CP fleet are not expected.
Vessels located in those communities will continue to generate revenue from these fisheries.
Changes in benefits to the community could occur, but the magnitude of the change is expected to
be relatively small. Impacts on other communities with ties to catcher vessels cannot be
quantitatively, but they are expected to be relatively small based on historic participation in the
five primary BSAI fisheries and the sideboard caps proposed for other fisheries.

Effects on Net Benefits to the Nation

Under status quo, producer surplus is expected to remain at current levels until Amendment 79 is
implemented. After Amendment 79 is implemented, producer surplus will decline. The amount of
the decline is equal to the increased processing and monitoring costs of the vessel. Revenues are
assumed to remain constant. However, the potential exists that more inferior products could be
produced because of retaining fish that are of a size that are in less demand or of the wrong sex
(e.g., rock sole during the roe season). Prices paid by consumers are not expected to increase or
decrease because of this action.

Alternative 2

Net benefits to the Nation would likely increase under Alternative 2 relative to Alternative 1.
Contributing to the increase in net benefits to the Nation is the increase in producer surplus from
Non-AFA Trawl CP sector participants fishing in cooperatives. Participants would be able to
slow the pace of fishing and processing, thus potentially reducing expenditures on inputs and
increasing output slightly. These participants would also be free to consolidate fishing up to the
user cap. With fewer vessels, the harvesting costs should also decline. Some additional benefits
would also likely accrue from the additional 2.5 allocation for the Amendment 80 species to the
CDQ program, which would also benefit from a slower paced fishery.

The alternative would require increased monitoring and enforcement costs necessary for meeting
the GRS for Non-AFA Trawl CP vessels under 125 ft. LOA. These costs are associated with
additional observer coverage, costs associated with vessel modification to better allow the catch
to be observed, and slowing processing and harvesting below optimal levels to enable more
accurate counts of total groundfish and PSC catches. Some additional benefits to the Nation could
arise through reduction in discards, since sector vessels under 125 ft. LOA will have to meet the
GRS.

A producer surplus would likely be generated some net benefits for the Nation under Alternative
2 as a result of pooling individual annual vessel GRS rates. Vessels that join a cooperative would
average their individual annual retention rates across all cooperative participants, which would
help to reduce operation costs for those vessels limited by the GRS. Overall, each cooperative
will seek to minimize the cost of meeting the GRS to the extent possible.

Consumer surplus is not expected to change. The Non-AFA Trawl CP sector will continue to
produce mostly frozen round and headed and gutted products primarily. Any improvements in
consumer benefits arising from improved quality are likely to be realized by Asian consumers, as
most of the production from this sector is sold into that market.
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Alternative 3

Net benefits to the Nation would likely be smaller under Alternative 3 relative to Alternative 2. It
is difficult to compare the changes in Net benefits between Alternatives 1 and 3. The amount of
fish the Non-AFA Trawl CP sector can legally harvest under Alternative 3 relative to the status
quo, is reduced. However, the benefits of cooperatives are expected to increase the overall
efficiency of the fleet. The benefit of a cooperative under this alternative will depend on whether
a sufficient number of members of the sector are able to reach agreement and whether persons not
in the initial cooperative are able to come to terms with the cooperative. If no cooperative forms,
sector efficiency would be similar to that of status quo.

An additional unknown under this alternative is how much of the allocation to the general limited
access fishery will be harvested by other sectors, and how efficient will they be when harvesting
and processing that catch. The allocation to the general limited access fishery under this
alternative exceeds the combined AFA Trawl CP and CV sideboards. Without substantial
increases in effort by the Non-AFA Trawl Catcher Vessels, large portions of the allocation to the
general limited access fishery would go unharvested. If the other sectors do not harvest their
portion of the TAC and large amount of quota are rolled over late in the year, it may be of less
value to the Non-AFA Trawl CP fleet than if it was available earlier.

Similar to Alternatives 2 and 4, the Nation would likely see an increase in net benefits from the
pooling of individual vessel annual GRS rates while in a cooperative. However, unlike
Alternatives 2 and 4, which has the potentially for multiple cooperatives, Alternative 3 allows
only one cooperative. As a result, there is a chance that some members of the sector will not join
the cooperative thus reducing the benefits of pooling annual vessel GRS across the cooperative.
In general, members of the cooperative will seek to minimize the cost of meeting the GRS to the
extent possible, thereby creating a producer surplus under this alternative.

Under this alternative, the CDQ Program would be allocated 15 percent of the annual TAC for
each of the allocated species. The CDQ program would also receive 15 percent of the TAC for
the incidental catch species (with the exception of Pacific cod) taken in the Amendment 80
allocated species. The additional 7.5 percent increase in non-pollock groundfish (except Pacific
cod) would likely slow the pace of fishing and processing for participants in the CDQ program,
thus potentially reducing expenditures on inputs and increase output slightly. However, the
benefits will be reduced if the CDQ program fails to harvest their entire allocation.

Like Alternative 2, this alternative could increase the net benefits to the Nation from the reduction
in discards. However, producer surplus will be reduced, from what it could have been due to an
increase in vessel monitoring costs.

This alternative is not expected to change consumer surplus. The Non-AFA Trawl CP sector will
continue to produce frozen round and headed and gutted products primarily. Improvements in
product quality that will increase the amount U.S. consumers are willing to pay versus the market
price for products produced from these fish are expected to be small.

Alternative 4

Net benefits to the Nation under Alternative 4 are difficult to determine due to the number of
components that still need further narrowing. In October 2005, the Council selected a preliminary
preferred alternative, but left a number of decisions unresolved. Despite the broad nature of this
alternative, it is estimated that the net benefits to the Nation would likely increase under
Alternative 4 relative to Alternative 1. Contributing to the increase in net benefits to the Nation is
the increase in producer surplus from Non-AFA Trawl CP sector participants fishing in
cooperatives. Although allocations of groundfish and PSC have yet to be determined, based on
the options selected by the Council that still need to be further narrowed, it is estimated that the
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groundfish and PSC allocations to the Non-AFA Trawl CP will be comparable to their historic
catch and will facilitate the formation of multiple cooperatives under this alternative. Cooperative
participants would be able to slow the pace of fishing and processing, thus potentially reducing
expenditures on inputs and increasing output slightly. These participants would also be free to
consolidate fishing up to the user cap which still needs to identify by the Council. With fewer
vessels, the harvesting costs should also decline.

Some additional benefits would also likely accrue from the additional 2.5 allocation for the
Amendment 80 species to the CDQ program. The increased CDQ allocation will slow the pace of
fishing and processing, thus potentially reducing expenditures on inputs and increase output
slightly. If the CDQ program fails to harvest their entire allocation, any amount of allocation left
unharvested would tend to reduce the net benefits.

The alternative would also require increased monitoring and enforcement costs necessary for
meeting the GRS for Non-AFA Trawl CP vessels under 125 ft. LOA. These costs are associated
with additional observer coverage, costs associated with vessel modification to better allow the
catch to be observed, and slowing processing and harvesting below optimal levels to enable more
accurate counts of total groundfish and PSC catches. Some additional benefits to the Nation could
arise through reduction in discards, since sector vessels under 125 ft. LOA will have to meet the
GRS.

Similar to Alternatives 2 and 3, the Nation would also likely see an increase in net benefits from
the pooling of annual vessel GRS rates across the cooperative. Individual vessel retention rates
would be averaged across all cooperative participants, helping those vessels with historically low
retention rates to lower their operating costs. In general, members of each cooperative would seek
to minimize their costs of meeting the GRS to the extent possible thereby generating a producer
surplus.

Under this alternative, consumer surplus is not expected to change. The Non-AFA Trawl CP
sector will continue to produce mostly frozen round and headed and gutted products primarily.
Quality of products could improve slightly as cooperative allocations remove pressure to rapidly
catch and process fish to maximize catch from the fisheries. However, since the Non-AFA Trawl
CP vessels already produce high quality products and are limited in their ability to produce higher
quality products, any quality improvement is likely to be slight. Any improvements in consumer
benefits arising from improved quality are likely to be realized by Asian consumers, as most of
the production from this sector is sold into that market.

Environmental Assessment

The Environmental Assessment discusses the environment that would be affected by the
alternatives, and then describes the impacts of the alternatives. The following components of the
environment are discussed: the primary target species to be allocated under the alternatives,
prohibited species, other fish species, benthic habitat and essential fish habitat, marine mammals
and seabirds, economic and socioeconomic components, and the ecosystem as a whole.

The current fishery management program, represented by Alternative 1, was analyzed in detail in
the Alaska Groundfish Fisheries Programmatic Supplemental Environmental Impact Statement
(NMFS 2004b), the Environmental Impact Statement for Essential Fish Habitat Identification
and Conservation in Alaska (NMFS 2005), and updated in the annual Environmental Assessment
of Harvest Specifications for the Years 2005-2006 (NMFS 2004a). These analyses concluded that
the groundfish fisheries, in the status quo, are not affecting a significantly adverse impact on the
environment.
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In most instances, the effects of Alternatives 2, 3 and 4 have been considered together, as there is
little difference between these alternatives in terms of their impact on the physical and biological
environment. Under these alternatives, a sector allocation is made that will allow the formation of
cooperatives. This will likely change fishing patterns, and may distribute fishing for the primary
target species over a longer season or more diverse area. Harvest levels for the primary target
species will, remain unaffected, as well the existing management measures that distribute the
harvest in space and time. As a result, the impact of the alternatives on these species is not
assessed to be significant.

Incidental catch patterns may change as a result of Alternatives 2, 3 and 4, as the fisheries
endeavor to meet the groundfish retention standard and reduce discards. In addition, an option
under the alternatives would require the fisheries to reduce their historic proportion of prohibited
species catch. The increased flexibility afforded to the Non-AFA Trawl CP sector under these
alternatives should allow the sector to reduce discards. However, prohibited species catch limits
and harvest quotas for other incidental catch species will continue to be set at biologically
sustainable levels under these alternatives, and regardless of the ability of the sector to reduce its
incidental catch, the impact to the sustainability of these incidental species is not assessed to be
significant.

As the amount of overall fishing effort under the alternatives is likely to remain the same or
decrease, the alternatives are unlikely to result in a change that would significantly impact
seabirds or marine mammals that interact with the groundfish fisheries. Similarly, minimal and
temporary impacts to benthic habitat and essential fish habitat are unlikely to be aggravated by
these alternatives.

The economic and socioeconomic impacts of the alternatives are summarized in the RIR above.

An evaluation of the effects of the groundfish fisheries on the ecosystem is undertaken annually
in the Stock Assessment and Fishery Evaluation report. Based on the discussions above regarding
population-level impacts of Alternatives 2, 3 and 4, and the lack of other impacts to ecosystem
attributes, the alternatives are not assessed to have a significant impact on the ecosystem.

The cumulative effects of the proposed alternatives are also evaluated in the Environmental
Assessment. The analysis of past actions affecting the Non-AFA Trawl CP sector showed that,
since the mid-1980s, adjustments in the regulatory regime have changed the economic conditions
of the groundfish fisheries in which these vessels participate. An increasingly restrictive
regulatory environment and escalating compliance costs resulted in economical stress for some
Non-AFA Trawl CP owners. The increased restrictions were also a primary reason that flatfish
became the primary target species for the Non-AFA Trawl CP sector. Because these species are
bottom-dwellers, flatfish fisheries are prone to high incidental catches of prohibited species such
as halibut and crab. In addition, flatfish fisheries have limited markets—particularly with regard
to size and product quality. These characteristics of the flatfish fisheries, in combination with a
“race for fish” regime and other factors, led to a relatively high level of economic and regulatory
discards in the Non-AFA Trawl CP sector.

In recent years, the Non-AFA Trawl CP fleet has faced increasing pressure to reduce its discard
rate. In 2003, the Council established a minimum groundfish retention standard for Non-AFA
Trawl CPs greater than 125 ft length overall. The GRS will result in a substantial reduction in the
bycatch of the affected vessels. However, a GRS may also result in substantial costs and lost
revenues for these vessels because of holding/processing, transporting and transferring fish that
are of relatively low value or “unmarketable.” In addition, the GRS measure imposes significant
costs on the vessels with increased observer and scale costs.
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With the possible exception of the BSAI Pacific cod allocation and rationalization programs, the
reasonably foreseeable future actions cited above may have negative effects (to some degree) on
the economic performance of Non-AFA Trawl CP sector. The cumulative effects of all actions—
past, present, and future—are toward an increasingly restrictive regulatory environment resulting
in lower harvests and gross revenues and/or higher operating costs. While some foreseeable
future actions may offset these negative effects to some extent, the overall trend points to
increasing economic stress for the Non-AFA Trawl CP sector.

The conclusions reached in the direct and indirect effects analysis of the cooperative alternatives
indicate that the compliance costs incurred under a GRS may be mitigated by the benefits of
participating in a cooperative. The costs of the GRS associated with retaining unwanted fish may
be reduced or avoided altogether under a cooperative structure, as vessels can be more selective
in what they catch without losing any competitive advantage. In addition, a cooperative structure
may allow the sector to manage its PSC allocation in a manner that prevents PSC limits from
being exceeded and thereby avoids the lower harvests and revenues associated with fishery
closures when PSC limits are reached.

Initial Regulatory Flexibility Analysis

The directly regulated entities in this action include all of the groundfish harvesters in the BSAI
and GOA and the processors that take delivery of their catch, plus the CDQ groups and
communities. A total of 996 vessels were classified as small entities in 2003 based on the $3.5
million revenue threshold. Seventy-one vessels were classified as large entities that year. All but
one of the 27 vessels in the Non-AFA Trawl CP sector are considered large entities based on the
$4 million threshold applied to all vessels owned by an entity. The owners of some catcher
processors have requested that the small entity definition be updated to use the processor
definition. Changing the criteria would reclassify most of the sector as small entities. NMFS is
currently reviewing that definition, but until the review is complete, the current definition will
continue to be used.

A total of 36 processors in the BSAI and GOA have less than 500 employees. These processors,
on average, generated about $0.9 million in revenue from groundfish and had total revenues from
all seafood processing of about $5.2 million. The processors with over 500 employees averaged
$43.5 million in groundfish revenues and $79.1 from all fish products (NMFS, 2002). The small
processors will be protected by imposing sideboard limits. The protections should have a limited
impact though, because many of the species are primarily processed at-sea.

All six CDQ groups and the 65 communities associate with those groups are considered small
entities. The alternatives considered in this amendment would either maintain their current
allocation or increase the amount of specific species they are allocated. The royalty increases are
expected to be small relative to total annual revenues by these groups. These groups are
dominated by pollock, crab, halibut, and Pacific cod, but the royalty increases would likely help
further the mission of improving the lives of residents of rural Western Alaska.
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AGENDA C-1(b)
FEBRUARY 2006

Amendment 80 Structure

This section presents a general overview of the decision process necessary for the proposed action,
alternatives considered for analysis purposes, and individual components and options that make up the
proposed action. As noted in the flow diagram of the Amendment 80 decision process presented below,
the outcome of the proposed action is a cooperative program for the Non-AFA Trawl CP sector. To
accomplish this end, the Council will need to make several key decisions.

The first set of decisions involves allocating the Amendment 80 target species to the Non-AFA Trawl CP
sector and the community development quota (CDQ) program. In December 2004, the Council selected
the yellowfin sole, rock sole, flathead sole, Aleutian Islands Pacific Ocean perch, and Atka mackerel as
the species allocated to the Non-AFA Traw] CP sector. Next, the Council, must consider increasing the
CDQ allocation for these Amendment 80 target species and those secondary species taken incidental to
the primary target species or leave the allocation at its current level. Following CDQ allocations is the
allocation of the Amendment 80 species to the Non-AFA Trawl CP sector. Another primary decision is
PSC allowance for the CDQ program and the Non-AFA Trawl CP sector. Finaily, the Council in
December 2004 added the option of a yellowfin sole threshold fishery. If the Council elects to have a
yellowfin sole threshold fishery, the threshold must be selected and it must be determined how to
distribute the yellowfin sole in excess of that threshold.

The second series of major decisions the Council must consider involves developing the cooperative
structure for the Non-AFA Trawl CP sector. One such decision is whether to develop a cooperative
program or only a single cooperative program. Another decision is determining eligibility for the Non-
AFA Trawl CP sector. Once the eligibility has been determined, the distribution of the sector allocation
between those participants who join a cooperative and those that do not will need to be determined. Other
key decisions are the sideboard species and amounts and excessive share limits.
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Amendment 80 Decision Structure
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Alternatives Considered

To address the problem statement, the Council has adopted a suite of components and options that would
allocate five primary target species in BSAI to the Non-AFA Trawl CP sector and would allow for
cooperative formation by sector participants. Although there are a myriad of different ways to combine
the many components and options in the proposed action to form an alternative, the Council has selected
four strawman alternatives that represent a range of reasonable alternatives to assess the impacts of the
proposed action. Each of the strawman alternatives in the analysis address the problem statement by
providing an allocation of the traditional primary species to the sector and allow for the sector to form
cooperative(s), which are expected to facilitate a reduction in bycatch by the sector as well as mitigate the
costs associated with bycatch reduction. The first alternative is status quo (no action). Although the
strawman alternatives differ in several respects the primary difference is in the cooperative structures. The
second alternative would allow multiple cooperatives to be formed within the sector. The third alternative
would authorize the formation of a single cooperative in the sector. The fourth alternative was selected in
October 2005 as a preliminary preferred alternative. The specific differences of these alternatives are
described in the sections that follow and are compared in table below.

-2-
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Comparison of the Alternatives

Alternative 1

(Status Quo) Alternative 2 Alternative 3 Alternative 4
Primary Target none yellowfin sole, rock sole, yellowfin sole, rock sole, yellowfin sole, rock sole, flathead
Species to be flathead sole, Atka mackerel,| flathead sole, Atka mackerel,| sole, Atka mackerel, Aleutian
Allocated Aleutian Islands Pacific Aleutian Islands Pacific Islands Pacific Ocean perch
Ocean perch Ocean perch
Allocation to Sector [none Allocation: Sector’s retained  |Allocation: Sector's retained  |Allocation: Sector’s total catch over

catch over all retained catch,
1998-2002

Management: Hard cap

Yellowfin sole: all yellowfin
sole in excess of 125,000 mt
threshold to be divided 30%
to sector and 70% to other
trawl; 2-way rollover; no AFA
sideboards for yellowfin sole
threshold fishery

catch over all total catch,
1995-2003

Management: Soft cap;
rollover to sector

Yellowfin sole: all yellowfin
sole in excess of 100,000 mt
threshold to be divided 70%
to sector and 30% to other
trawl; 2-way rollover; no AFA
sideboards for yellowfin sole
threshold fishery

all total catch or sector’s retained
catch over all retain catch using
either 1995-2003, 1998-2004,
2000-2004, or a select
percentage for each species

Management: Hard cap for sector
and an ICA for general limited
access fishery; rollover of
allocated species and PSC to
H&G sector

Yellowfin sole: all yellowfin sole in
excess of 125,000 mt threshold
to be divided 60% to H&G sector
and 40% to the general limited
access fishery; allow rollovers;
no AFA sideboards for yellowfin
sole threshold fishery

Allocation of
Prohibited Species

PSC allocated by target
fishery and shared
among all trawl vessels

Sector allowance based on
average historic PSC usage
in directed fishery for
allocated primary species
plus Pacific cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each
PSC fishery group for
allocated primary species
plus Pacific cod, 1995-2003

b) apply sector proportion as
determined above

c) reduce by 5%

H&G sector allowance based on
average historic usage of PSC
from 1995-2003, 1998, 2004,
2000-2004 or a select
percentage for each PSC
species

Reduce calculated PSC allowance
to either 75% or 95% in the third
year or phase in PSC reductions
5% per year

Sector Eligibility

determined by Congress

determined by Congress

determined by Congress

determined by Congress
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?s':::::tg::) Alternative 2 Alternative 3 Alternative 4
Cooperative none Qualified license holder Qualified license holder Qualified license holder harvested
endorsement harvested 150 mt of harvested 150 mt of 150 mt of groundfish with trawl
groundfish with trawl gear on| groundfish with trawl gearon| gearona sector qualified vessel
a sector qualified vessel and | a sector qualified vessel and | and processed that fish between
processed that fish between | processed that fish between | either 1997-2002, 1997-2003, or
1997 and 2002 1997 and 2004 1997-2004
Cooperative none Threshold: 15% minimum of | Threshold; 67% minimum of | Threshold: 15% minimum of
formation eligible participants and eligible participants and eligible participants and must be
must be comprised of at must be comprised of at comprised of at least two
least two separate entities least two separate entities separate entities
Allocation: based on retained [Allocation: based on total Allocation: based on either total
catch history, 1998-2002 catch history, 1995-2003 catch or retained catch using
either 1997-2003 drop 2, 1997-
2004 drop 2, 1997-2004 drop 3,
or 1998-2004 drop 2
Excessive share none No limit on consolidation No single person can hold no |No single person can hold no more
limits more than 50% of the catch | than 20%, 30%, or 50% of the
history of an allocated catch history of an allocated
species either by species by species
basis or on by an aggregate
basis
Initial allocation grandfathered
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4

Sideboards

none

For sector: established based

on participation in other
fisheries, 1998-2002; for
GOA halibut PSC based on
usage by area, 1998-2002;
only vessels that have GOA
wide weekly participation in
the flatfish fisheries over the
threshold during the
qualifying period would be
eligible to participate in the
GOA

Within sector: established

between cooperative and
non-cooperative participants
for unallocated species

For sector: established based

on participation in other
fisheries, 1995-2003; for
GOA halibut PSC based
usage by area, 1995-2003

Within sector: established
between cooperative and
non-cooperative participants
for unallocated species

For sector:
BSAI Established based on

participation in fisheries using
either 1995-2003; 1998, 2004,
2000-2004 or a select
percentage for each for
speciesffisheries. Sideboards
would be allocated between
coops and general limited
access based on retained or total
catch using either 1997-2003
drop 2, 1997-2004 drop 2, 1997-
2004 drop 3, or 1998-2004 drop
2

GOA
1) eligible to participate in the GOA

flatfish fisheries based on weekly
participation in flatfish fishery
using either 1995-2003, 1998-
2004, 1997-2004, or 2000-2004.
May exempt sector vessel with
significantly higher participation
in GOA flatfish fisheries.

2) Gulf-wide halibut sideboards

calculated based on bycatch rate
or actual usage for each target
fisheries within each area for the
Non-AFA Trawl CP sector using
1995-2003, 1998-2004, 1997-
2004, 2000-2004 or the Council
may select a percentage

3) GOA pollock, Pacific cod, and

directed rockfish sideboards for
the Non-AFA Trawl CP sector
based on retained catch of the
sector as a percent of retain
catch of all sectors from 1995-
2003, 1998-2004, 1997-2004,
2000-2004 or the Council may
select a percentage
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Alternative 1

(Status Quo) Alternative 2 Alternative 3 Alternative 4
cbDQ 7.5% of groundfish and  |10% of allocated species, plus |15% of allocated species, plus |10% of allocated species and
prohibited species secondary species caught secondary species caught secondary species caught
(except herring) incidentally in directed incidentally in directed (except Pcod) taken incidentally
allocated to CDQ fisheries, to CDQ fisheries, to CDQ in directed fisheries, to CDQ
multispecies fishery multispecies fishery; PSQ multispecies fishery; PSQ multispecies fishery; PSQ

proportional to the CDQ
allocation

proportional to the CDQ
aliocation

proportional to the CDQ
allocation
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Alternative 1: No Action

With the exception of Amendment 79, which is yet to be approved by the Secretary of Commerce
(SOC), the current management of groundfish and prohibited species catch in the BSAI would
remain in effect for this alternative. In general, after deducting 7.5 percent for reserves and 7.5
percent for the CDQ program, the remaining portion of TAC is available to any vessel with a
federal license. For Eastern Aleutian District and the Bering Sea subarea Atka mackerel, up to 2
percent of the ITAC may be allocated to jig gear. Currently, only one percent is allocated to the
jig gear. For further details on the current management of the species to be allocated under this
proposed action, please refer to Section 3.1.1.

Although Amendment 79 to the BSAI Groundfish FMP, the groundfish retention standard (GRS),
has not yet been implemented, a final rule should be published before final action on Amendment
80, which is scheduled for December 2005. Currently, there are three potential outcomes. One is
the SOC could implement GRS in 2006 at 75 percent. Another is that the SOC approves
Amendment 79 at 65 percent starting in 2007. Finally, the SOC could disapprove Amendment 79.
Due to the timing of Amendment 80 and Amendment 79, the no action alternative could change
after initial review of Amendment 80 in October 2005 but before final review in December 2005.
For purposes of the initial review of Amendment 80, the no action alternative will include a GRS
phased in a over a four year period for Non-AFA Trawl CP vessels greater than 125 ft length
overall starting in 2007 at 65 percent and culminating in 2010 at 85 percent. The decision to use
this scenario is based on the Council’s recommendation to the SOC at the June 2005 meeting to
implemented Amendment 79 in 2007 at 65 percent to allow ample time for Non-AFA Trawl CP
sector to complete any retrofits necessary to meet the enforcement and monitoring requirements
included in Amendment 79. In addition, the Council felt it was important to allow the sector time
to develop a vessel buyback program authorized under the Consolidated Appropriations Act of
2005. Finally, the Council also clarified at the June 2005 meeting that the specific years tied to
GRS in the original action are of less importance than starting at the intended 65 percent.

Alternative 2: Multiple Cooperatives

This alternative would allocate the following species to the Non-AFA Trawl] CP sector: yellowfin
sole, rock sole, flathead sole, Atka mackerel, and Aleutian Islands subarea Pacific Ocean perch—
referred to as primary target species. Allocation of these species to the sector would be in
proportion to the retained catch of the Non-AFA Trawl CP sector relative to the retained catch of
all vessels, for the years 1998 to 2002.! Non-AFA Trawl CP sector allocations of the primary
target species would be managed as a hard cap: when the sector harvests all of its allocation of a
primary target species, all directed fisheries for that species, as well as those fisheries that catch
species incidentally, would close for the sector.

The unallocated portion of the primary target species quota would be reserved for the Non-H&G
trawl fishery, which is composed of AFA Trawl CP sector, AFA Trawl CV sector and Non-AFA
Trawl CV sector. Non-AFA trawl catcher vessels wishing to participate in the Non-H&G trawl
fishery (the general limited access trawl fishery) must have groundfish catch history of a least 1
landing between 1995 and 2004 and possess the appropriate LLP endorsements. Primary species
quota cannot be rolled over between trawl sectors under this alternative.

' All allocations are after allocations to the CDQ program and, in the case of Atka mackerel, after any allocation to the
Jig sector.
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This alternative includes a quota threshold of 125,000 mt for the yellowfin sole quota. If, in a
given year, the quota exceeds this threshold, the excess would be allocated in the following
manner: 30 percent to the Non-AFA Trawl CP sector and 70 percent to the limited access trawl
fishery. Specifically for this excess allocation, a two-way rollover option is allowed. A portion of
the yellowfin sole reserve allocated to either the Non-AFA Trawl CP sector or the limited access
trawl fishery would be rolled over to the other sector, if, after a specified date (August 1 or

September 1), there is any quota that is projected to remain unused. AFA sideboards do not apply
to the yellowfin sole threshold fishery.

The Non-AFA Trawl CP sector would receive its own PSC allowance under this alternative,
which would be based on the sector’s historical usage of PSC in the directed fisheries for the
allocated primary species plus Pacific cod during the years from 1998 to 2002, inclusive.

The eligibility criteria for the Non-AFA Trawl CP sector have been determined by Congress in
the provisions of the BSAI CP Capacity Reduction Program, which was passed in November
2004. In order to qualify for the sector, a license holder must have trawl and catcher processor
endorsements on its License Limitation Program permit (LLP), and must own a Non-AFA vessel
that caught and processed 150 mt of groundfish with trawl gear between 1997-2002.

Those qualified to be in the Non-AFA Trawl CP sector and participate in a cooperative must also
have qualified license. To qualify for a cooperative endorsement, qualified license holders must
have caught 150 mt of groundfish with trawl gear on a vessel qualified as a Non-AFA Trawl CP
and processed that fish between 1997 to 2002.

To operative as a cooperative, membership must include as least two separate entities and must be
composed of at least 15 percent of the qualified licenses with cooperative endorsements. Those
participants who do not elect to join a cooperative may either form their own cooperative (with at
least 15 percent of qualified licenses with cooperative endorsements) or participate outside the
cooperative in the sector’s limited access fishery.

Allocation of the primary target species among cooperatives and the sector’s limited access
fishery would be in proportion to the retained catch of the primary target species of the eligible
license holders in each pool, for the years 1998-2002. The PSC allowance would be also be
allocated to cooperatives and the sector’s limited access fishery based on qualified catch of
groundfish of participants.

Within the Non-AFA Trawl CP sector, consolidation would not be constrained. An eligible
participant (either individual or entity) would not be limited as to the percentage of the Non-AFA

Trawl CP sector allocation it can use or the amount of licenses and qualified catch that it may
hold.

Sideboards for the Non-AFA Trawl CP sector would be established in regulation based on the
sector’s participation in other fisheries during the same years used to calculate the sector’s
allocation, (1998 to 2002). Sideboards for those species that close on TAC in the GOA and the
BSAI would be established based on retained catch of the Non-AFA Trawl CP sector divided by
the retained catch of all sectors from 1998 to 2002. Sideboards would also be established for
halibut PSC in the GOA based on actual halibut PSC usage by the Non-AFA Trawl CP sector in
each target fishery in the deep and shallow water complexes by area between 1998 and 2002.
Only vessels with LLPs that have Gulf wide weekly participation in the flatfish fisheries over a
threshold number of weeks during a qualifying period would be eligible to participate in those
fisheries. The sideboards would remain in place until such time as other fisheries are rationalized
(including sector allocations for the Pacific cod fishery). Within the Non-AFA Trawl CP sector,
sideboards would be established between cooperative and non-cooperative participants for
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unallocated species, based on the same years. Sideboards would apply to eligible licenses and
associated vessels from which the catch history arose.

The CDQ program would be allocated 10 percent of each primary target species, and the
associated species taken incidentally, except Pacific cod, in the prosecution of these directed
fisheries. The prohibited species allowance allocated to the CDQ program as prohibited species
quota reserves would also continue to be issued at the same percentage as the CDQ groundfish
allocation.

Alternative 3: Single Cooperative

This alternative would allocate the following species to the Non-AFA Trawl CP sector: yellowfin
sole, rock sole, flathead sole, Atka mackerel, and Aleutian Island Pacific Ocean perch--referred to
as the primary target species. Allocation of these species to the sector would be in proportion to
the retained catch of the Non-AFA Trawl CP sector relative to the total catch by all vessels, for
the years 1995 to 2003. The unallocated portion of the primary target species quota would be
reserved for the Non-H&G trawl fishery, which is made up of the AFA Trawl CP sector, AFA
Trawl CV sector, and the Non-AFA Trawl CV sector. In order for Non-AFA trawl catcher vessels
to participate in the Non-H&G trawl fishery, they must qualify by harvesting 1,000 mt of
groundfish catch history between 1995 and 2004, and the posses the appropriate LLP
endorsements (the general limited access fishery). Non-AFA Trawl CP sector allocations of the
primary target species would be managed as a soft cap: when the sector harvests all of its
allocation of a primary target species, the species would be placed on prohibited species status,
and would need to be discarded.

Alternative 3 also includes a rollover provision: any portion of the primary target species in the
general limited access fishery projected to remain unharvested would be rolled over to the Non-
AFA Trawl CP sector.

This alternative also includes a quota threshold of 100,000 mt for the yellowfin sole quota. If, in a
given year, the quota exceeds this threshold, the excess would be allocated in the following
manner: 70 percent to the Non-AFA Trawl CP sector and 30 percent to the limited access trawl
fishery. Any yellowfin sole above the threshold that is projected by the NOAA Regional
Administrator to go unharvested would be rolled over to the other threshold recipients (Non-AFA
Trawl CP sector or the general limited access fishery).

The Non-AFA Trawl CP sector would receive its own PSC allowance under this alternative. PSC
usage of all trawl vessels in each PSC fishery group for allocated primary species plus Pacific
cod, from 1995 to 2002, would be calculated, to which the proportion of the Non-AFA Trawl CP
sector’s share of the target species quota (as determined in Component 3) would be applied. The
sector’s PSC allowance for each prohibited species would be 95 percent of the total amount
calculated using this formula.

The eligibility criteria for the Non-AFA Trawl CP sector have been determined by Congress in
the provisions of the BSAI CP Capacity Reduction Program. In order to qualify for the sector, a
license holder must have trawl and catcher processor endorsements on their LLP and must own a
vessel that caught and processed 150 mt of groundfish with traw] gear between 1997-2002.

Those qualified to be in the Non-AFA Trawl CP sector and participate in a cooperative must also
have qualified license. To qualify for a cooperative endorsement, qualified license holders must
have caught 150 mt of groundfish with trawl gear on a vessel qualified as a Non-AFA Trawl CP
sector and processed that fish between 1997 to 2004.

To operate as a cooperative, membership must include as least two separate entities and would
need to be composed of at least 67 percent of the qualified licenses with cooperative
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endorsements. Those participants who do not elect to join a cooperative could participate outside
the cooperative in the sector’s limited access fishery.

Allocation of the primary target species and PSC allowances to the cooperative and sector’s
limited access fishery would be in proportion to the total catch of the primary target species of the
eligible license holders included in each pool, for the years 1995-2003, dropping the three lowest
annual catches for the license, by species, during this period.

Consolidation in the Non-AFA Trawl CP sector would be limited by a use cap that applies to
each person (using individual and collective rule). No single person may use or hold more than 50
percent of the sector’s combined allocation for each allocated species. However, if a person’s
attributed history at initial allocation is greater than the use cap threshold, the person’s ability to
exceed the cap would be grandfathered.

Sideboards for the Non-AFA Trawl CP sector would be established in regulation based on the
sector’s participation in other fisheries during the same years used to calculate the sector’s
allocation, (1995 to 2003). Sideboards for those species that close on TAC in the GOA and the
BSAI would be established based on total catch of the Non-AFA Trawl CP sector divided by the
total catch of all sectors from 1995 to 2003. Sideboards would also be established for halibut PSC
in the GOA based on the usage by the Non-AFA Trawl CP sector in each target species in the
deep and shallow water complexes by area between 1995 and 2003. The sideboards would remain
in place until such time as other fisheries are rationalized (including sector allocations for the
Pacific cod fishery). Within the Non-AFA Trawl CP sector, sideboards would be established
between cooperative and non-cooperative participants for unallocated species, based on the same
years. Sideboards would apply to eligible licenses and associated vessels from which the catch
history arose.

The CDQ program would receive an allocation of 15 percent of each primary target species, and
the associated species taken incidentally in the prosecution of these directed fisheries. The
prohibited species allowance allocated to the CDQ program as prohibited species quota reserves
would be issued at the same percentage as the CDQ groundfish allocation.

Alternative 4: Preliminary Preferred Alternative

In October 2005, the Council created a new strawman alternative, which is intended to be the
preliminary preferred altemative. In selecting the preliminary preferred alternative, the Council
selected the preferred option in some components, but also left some components with multiple
options making the description and analysis of the alternative somewhat challenging at this time.
The following is general description of the components and options selected for Alternative 4.

This alternative would allocate the following species to the Non-AFA Trawl CP sector: yellowfin
sole, rock sole, flathead sole, Atka mackerel, and Aleutian Island Pacific Ocean perch--referred to
as the primary target species. Allocation of these species to the sector would be either 1) in
proportion to the retained catch of the Non-AFA Trawl CP sector relative to the retained catch by
all vessels or 2) in proportion to the total catch of the Non-AFA Trawl CP sector relative to the
total catch of all vessels, for the years 1995-2003, 1998-2004, or 2000-2004. The unallocated
portion of the primary target species quota would be reserved for the general limited access
fishery, which is made up of the AFA Trawl CP sector, AFA Traw]l CV sector, and the Non-AFA
Trawl CV sector, and an ICA for the fixed gear sectors. In order for Non-AFA trawl catcher
vessels to participate in the general limited access fishery, they must qualify by harvesting 150 mt
of groundfish catch history between 1995 and 2004, and must possess the appropriate LLP
endorsements. Non-AFA Trawl CP sector allocations of the primary target species would be
managed as a hard cap; when the sector harvests all of its allocation of a primary target species,
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the cooperative would be restricted from directed fishing for that species. Allocations to the
general limited access fishery would be managed using an incidental catch allowance (ICA) that
would be taken off the top prior to allocation to Non-AFA Trawl CP sector and the general
limited access fishery.

Alternative 4 also includes a rollover provision; any portion of the primary target species and
PSC in the general limited access fishery projected to remain unharvested would be rolled over to
the Non-AFA Trawl CP sector.

This alternative also includes a quota threshold of 125,000 mt for the yellowfin sole quota. If, in a
given year, the quota exceeds this threshold, the excess would be allocated in the following
manner: 60 percent to the Non-AFA Trawl CP sector and 40 percent to the limited access trawl
fishery. Any yellowfin sole above the threshold that is projected by the NOAA Regional
Administrator to go unharvested would be rolled over to the other threshold recipients (Non-AFA
Trawl CP sector or the general limited access fishery). AFA sideboards do not apply to the
yellowfin sole threshold fishery.

The Non-AFA Trawl CP sector would receive its own PSC allowance under this alternative. The
allocation would be based on historical usage of PSC by the Non-AFA Trawl CP sector using the
same years selected in the allocation of primary species. The sector’s PSC allowance for each
prohibited species would be reduced to 75 percent or 95 percent of the total calculated amount.
The PSC reduction would start in the third year of the program and would be phased in at a rate
of 5% per year. The Council may select percentages and/or amounts of PSC allocated to the Non-
AFA Trawl CP sector in substitute for a calculated approached.

The eligibility criteria for the Non-AFA Trawl CP sector have been determined by Congress in
the provisions of the BSAI CP Capacity Reduction Program. In order to qualify for the sector, a
license holder must have trawl and catcher processor endorsements on their LLP and must own a
vessel that caught and processed 150 mt of groundfish with trawl gear between 1997-2002.

Those qualified to be in the Non-AFA Trawl CP sector and participate in a cooperative must also
have a qualified license. To qualify for a cooperative endorsement, qualified license holders must
have caught 150 mt of groundfish with trawl gear on a vessel qualified as a Non-AFA Trawl CP
sector and processed that fish between 1997-2002, 1997-2003, or 1997-2004. Licenses and
vessels used to qualify for Amendment 80 (either to included in the Non-AFA Trawl CP sector or
to be used in Amendment 80 cooperative formation) are restricted from being used outside of the
Amendment 80 sector.

To operate as a cooperative, membership must include as least two separate entities and would
need to be composed of at least 15 percent of the qualified licenses with cooperative
endorsements. Those participants who do not elect to join a cooperative could participate outside
the cooperative in the sector’s limited access fishery.

Allocation of the primary target species and PSC allowances to a cooperative (and sector’s
limited access fishery) would be in proportion to its members total catch or retained catch of the
primary target species by the eligible license holders during the years 1997-2003 dropping the
two lowest annual catch years by species, 1997-200 dropping the two lowest annual catch years
by species, 1997-2004 dropping the three lowest annual catch years by species, or 1998-2004
dropping the two lowest catch years by species.

Consolidation in the Non-AFA Trawl CP sector would be limited by a use cap that applies to
each person (using individual and collective rule). No single person may use or hold more than
20, 30 or 50 percent of the sector’s combined allocation for each allocated species or applied on
an aggregate basis. However, if a person’s attributed history at initial allocation is greater than the
use cap threshold, the person’s ability to exceed the cap would be grandfathered.
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Sideboards for the Non-AFA Trawl CP sector would be established in regulation based on the
sector’s participation in other fisheries during the same years used to calculate the sector’s
allocation. Sideboards for those species that close on TAC in the GOA and the BSAI would be
established based on total or retained catch of the Non-AFA Trawl CP sector from either 1995 to
2003, 1998-2004, or 2000-2004. The alternative includes several GOA sideboards provisions: 1)
eligibility to participate in the GOA flatfish fisheries based on weekly participation, 2) exemption
for Non-AFA Trawl CP vessel with significant higher participation in GOA flatfish fisheries, 3)
Gulf-wide halibut sideboards for deep and shallow water complex fisheries based on either
bycatch rate for each target fisheries, actual usage, or the Council may select a percentage for
halibut sideboards which is between the bycatch rate and the usage rate, and 4) sideboards for
GOA pollock, Pacific cod, and directed rockfish species based on retain catch of the sector as a
percent of retain catch of all sectors using years defined in the allocation of primary species or
years from allocations between cooperatives. The sideboards would remain in place until such
time as other fisheries are rationalized (including sector allocations for the Pacific cod fishery).
Within the Non-AFA Trawl CP sector, sideboards would be established between cooperative and
non-cooperative participants for unallocated species, based on the same years. Sideboards would
apply to eligible licenses and associated vessels from which the catch history arose.

The CDQ program would receive an allocation of 10 percent of each primary target species, and
the associated species taken incidentally in the prosecution of these directed fisheries. The
prohibited species allowance allocated to the CDQ program as prohibited species quota reserves
would be issued at the same percentage as the CDQ groundfish allocation.

Alternatives Considered but Not Advanced for Analysis

The Council considered several options for to advance bycatch reduction. The most expansive
alternatives discussed would have allocated all of the Bering Sea/Aleutian Islands groundfish
species or groundfish species complexes that have a TAC limit set during the annual
specifications process, except those species allocated through an IFQ program or the AFA, as
primary target species. This alternative was being considered when the Council contemplated
including all of the BSAI groundfish sectors in the allocation. However, when the Council voted
to limit Amendment 80 allocations to the Non-AFA Trawl CP sector, they also voted to reduce
the number of species that would be included in the primary target species allocation.

Issues regarding the fleet’s ability to harvest the entire allocation may have surfaced if the
Council had voted to include all of the species in the target category. The problems would likely
have focused on small allocations of incidentally caught species, if those allocations constrained
the harvest of directed fisheries. This problem could have resulted if incidental catches of those
species closed directed fisheries. For example, if the allocation of arrowtooth flounder closed the
yellowfin sole fishery, it could have negative economic impacts on members of the sector that
harvest yellowfin sole. Yellowfin sole are targeted by several members of the Non-AFA Trawl
CP sector, and constraining their harvest because of bycatch issues related to small allocations of
certain groundfish species could reduce the Non-AFA Trawl CP sector’s overall profitability.

Because directed fishery closures resulting from harvesting all of a bycatch species’ allocation is
a primary concern associated with allocating all the TAC species, management of the allocations
amounts of each species would play a significant role in determining whether this will occur. If
NOAA Fisheries was requested to manage the sector allocations as hard caps that cannot be
exceeded, it is quite possible that closures could occur if all species were allocated under
Amendment 80. Management of the sector allocations as soft caps, caps that can be exceeded
when retention of incidental catch is prohibited, results in the sector allocations taking on some of
the characteristics of management systems that do not allocate non-target species to sectors. In

-12 -



BSAl Groundfish Amendment 8¢

that case, the allocations would be more like guidelines to limit directed fishing for species on a
sector-by-sector basis instead of at the TAC level.

Allocating all species might lead to an imbalance in the allocations if TAC fluctuations in the
future increased the amount of target species that are available relative to incidentally caught
species. If the shifts in TACs were large enough, the amount of incidentally caught species would
not cover the amounts needed to harvest the target species. Harvesters would then need to choose
the best uses for their incidentally caught species, knowing that those species could be the
limiting factor in harvesting all the targeted species.

The allocation formula being considered could be calculated using retained catch as the
numerator. Basing the allocation calculations on retained catch would penalize persons that did
not retain incidental catch and reward those that did. The Non-AFA Trawl CP sector could be
very limited in their ability to harvest target species by this formula, if all species were allocated
to sectors. For example, if an incidentally caught species has a natural catch rate in a target
fishery, and that species was retained at levels below the natural bycatch rate, the sector would
not be allocated enough of that incidentally caught species to harvest their directed fisheries. If
the sector had retained that species they would be allocated a larger percentage of the TAC than
they traditionally caught. Their fishing operations would be less likely to be constrained by those
species, as a result of the larger allocation, than they would have been if the allocation was based
on total catch. The estimated changes in allocation percentages, based on the various allocation
options under consideration, are shown in the allocation tables presented later in this document.

The allocation formula selected by the Council could include years when each sector’s incidental
catch rates do not reflect current conditions. Incidental catch rates vary from year-to-year based
on relative species abundance, times of the year harvests were made, and how gear is fished. If
these factors have changed from the period used in the initial allocation to when cooperatives are
implemented, it could distort the relative amounts of incidentally caught species that need to be
harvested in the directed fisheries.

Finally, market conditions could change so that species historically taken as incidental catch
would be economically desirable to take in a directed fishery. Depending on the amount of that
species a sector is allocated, they may only have enough to use as incidental catch in their other
target fisheries. In this case, vessel operators could simply retain the species historically taken as
incidental catch. This strategy could allow them to more fully utilize their sector’s allotment of all
species. If that harvesting approach is not feasible, because of other factors associated with
processing or marketing of the various products, the vessel operators could consider targeting the
species. For this approach to make economic sense, the increased revenue generated by targeting
and selling the species that previously had little or no value would need to be sufficient to off-set
any reductions in net revenue resulting from reduced harvests in target species. If that does occur,
it may make economic sense for individuals to modify their harvest strategy and forgo traditional
directed fisheries to target that species.

Given the above discussion, it is possible that species incidentally harvested, as part of another
fishery, would not be allocated in proportions that allow vessel operators to optimize the sector’s
harvest. Strict enforcement of each sector’s allocation could result in some sector’s harvests being
limited beyond what was intended when the regulations were developed.

Producer surplus would be reduced if the allocations were not made at levels that would allow
target fisheries to be supported by reasonable incidental catch levels and no mechanism was built
into the program to allow sectors to trade species. Options that would exclude some species from
the initial allocation were also proposed to alleviate problems associated with determining the
optimal allocation formula for incidentally caught species.
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Other alternatives were considered that would have excluded species from the initial allocation if
they were expected to preclude the sector from harvesting their allocation of directed fisheries.
Before these alternatives could have been implemented, the species that would be excluded must
be defined. The species defined as target species and included in the sector allocations could have
included all of the species currently taken in directed fisheries as well as some species that have
been harvested as incidental catch. Species with relatively small TACs and that are difficult to
avoid catching in other directed fisheries were most likely to be excluded from the target list.

The CDQ program provides some indication of problems that have been encountered when
allocating smaller TACs to a sector. Those problems would likely be encountered if the same
species were allocated to the Non-AFA Trawl CP sector. Because of these problems in the CDQ
program, the Council felt it was appropriate to exclude species that met that criteria from the
sector allocations. Bering Sea Northern, rougheye and shortraker rockfish are examples of a
species that are currently not allocated to specific groups in the CDQ program. Those species are
managed by NOAA Fisheries at the CDQ level. That management system corresponds to the non-
target classification proposed under this component. Those species would not be assigned to the
Non-AFA Trawl CP sector and would be available for any eligible vessel to harvest. TACs for
those species would be monitored by NOAA Fisheries and they would close directed fishing for
the species as appropriate. Those closures may occur at the start of the year, if insufficient
amounts of catch are available, or closure notices may be issued when the TAC has been
harvested to the point that the remaining quota is needed as incidental catch in other target
fisheries.

Squid has been treated differently than other species in the CDQ program. Initially it was
allocated to CDQ groups, but because of the randomness of the incidental catch, CDQ groups had
problems staying within their allocation. These problems of managing the incidental catch
amount caused the CDQ groups to request that squid be removed from the program. Subsequent
to that request, squid allocations were removed from the CDQ program. Currently squid is
managed at the BSAI level with no further subdivisions of the quota. Therefore, squid harvests
are not counted against the overall CDQ catches when determining if fisheries should be closed.
That approach is equivalent to not allocating squid to Non-AFA Trawl CP sector in this program.
Squid would continue to be managed as a non-target species. Directed fisheries that harvest
incidental amounts of squid, primarily the pollock fishery, would not be impacted unless
incidental squid catches approach the overfishing level. Because the majority of the incidental
squid catch is taken in the pollock fishery, sectors that do not harvest pollock are less likely to be
substantially impacted by the treatment of squid in this program. Non-AFA Trawl CP sector
vessels, except the few that are allowed to harvest up to 2,000 mt of pollock, are precluded from
fishing pollock under the AFA.

The Council also considered what mechanism should be developed to alter the species allocated
to sectors in the future. That mechanism would need to define the criteria that must be met before
a species could be added or deleted from the target list. For example, if a target species TAC is
subdivided (or combined) in the future the mechanism could allow those changes to be
anticipated in the allocation rules. Or, if a species in the non-target category starts being taken as
a directed fishery and its harvest limits some sector’s ability to take their target allocations, it
could be moved to the target category. The criteria for moving a species could be reviewed during
the normal October and December specification cycles when the TACs for the next year are
developed. The allocation rules would need to be clearly defined to implement the changes in this
short timeline. However, if a mechanism were not developed, an FMP amendment would be
required to change the list of target species. Changing the target species list through an FMP
amendment could require a considerable amount of time to implement (it could take several years
depending on the Council workload). Because of all the above problems associated with
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allocating some TAC species, the Council decided to move forward with the alternative that
allocates species that are primary targets of the Non-AFA Trawl CP sector.

Components and Options for Amendment 80

Provided below are the issues and components for sector allocation, including their possible
options and suboptions. These components and their respective options and suboptions are
divided into four issues comprising 15 components in total. The four issues are sector allocations
of BSAI non-pollock groundfish, PSC allowance, cooperative formation, and yellowfin sole
threshold fishery. Note that Alternatives 2 and 3 represent specific combinations of components
and options for analysis. The final configuration chosen by the Council could include other
combinations. The Council’s preferred alternative would be analyzed in the final document.

Issue 1: Sector Allocation of BSAlI Non-Pollock Groundfish to the Non-AFA Trawl
Catcher Processor Sector and CDQ Program

Component1  Allocate only the following primary target species to the Non-AFA Trawl CP
sector: yellowfin sole, rock sole, flathead sole, Atka mackerel, and Aleutian Islands Pacific Ocean
perch. Species could be added or deleted through an amendment process.

Component 2 CDQ allocations for each primary target (Component 1) species in the program
shall be removed from the TACs prior to allocation to sectors at percentage amounts equal to one
of the following.

Option 2.1 7.5%
Option 2.2 10%
Option 2.3 15%

CDQ allocations for secondary groundfish species (except Pacific cod) taken incidental in the
primary traw] target fisheries shall be removed from the TACs prior to allocation to sectors at
percentage amounts equal to one of the following:

Suboption 2.1 7.5%
Suboption 2.2 10%
Suboption 2.3 15%

Suboption 2.4 At species specific percentages that reflect historical incidental catch
rates in the directed fisheries for the primary species by the Non-AFA Trawl Catcher
Processor sector during 1998-2003.

Suboption 2.5 The Council can select percentages for each of the secondary species
allocated to the CDQ Program

Component 3  Identifies the sector allocation calculation (after deductions for CDQs).

For purpose of allocation to the Non-AFA Trawl CP sector, each primary species allocation
would be based upon the years and percentage of average catch history selected in Component 5
using one of the following:

Option 3.1  Total legal catch of the sector over total legal catch by all sectors
Option 3.2  Retained legal catch of the sector over retained legal catch by all sectors

Suboption: Allocations would be managed as a hard cap for the H&G sector, and
for the Non H&G sector, an ICA would be taken off the top to
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accommodate incidental bycatch by the non-H&G sector. Staff
should include tables that show anticipated ICA amounts in the non-
H&G fisheries and actual catch of non-Amendment 80 sector be
added to table 3.2, including display of discards.

Option 3.3 Retained legal catch of the sector over total catch by all sectors

Legal landing means, for the purpose of initial allocation of QS, fish harvested during the
qualifying years specified and landed in compliance with state and federal permitting, landing,
and reporting regulations in effect at the time of the landing. Legal landings exclude any test
fishing, fishing conducted under an experimental, exploratory, or scientific activity permit or the
fishery conducted under the Western Alaska CDQ program.

Suboption 1 Allocations would be managed as a hard cap. When the allocation is
reached, further fishing would be prohibited.

Suboption 2 Allocations would be managed as a soft cap. When the allocation is
reached, species would be prohibited status.

The remaining portion of primary species included in this program would be allocated to the
BSAI limited access trawl fishery. LLP permits associated with trawl catcher vessels with
(retained) catch history of at least (a) 1 landing (b) 150 mt or (c) 1,000 mt from 1995-2004 and
with appropriate LLP endorsements may fish in the BSAI limited access trawl fishery. LLP
permits associated with trawl catcher vessels who do not meet this threshold cannot participate in
a directed fishery for the five allocated species.

General Limited Access Fishery

Referencing Table 3-29 of the October 2005 Initial Review Document, a catcher vessel must have
landed at least 150 mt of any groundfish species during the qualifying years to be eligible to
participate in any Bering Sea trawl catcher vessel fisheries covered by this Amendment.
Qualifying requirement is license-based (not steel based).

Suboption ~ Target species and PSC rollover: any unharvested portion of the Amendment 80
target species or unharvested portion of PSC in the limited access fishery that is
projected to remain unused, shall be rolled over to the Amendment 80 sector.

Component4  Catch history years used to determine the allocation to the Non-AFA Trawl CP
sector in Component 3.

Option4.1  1995-2003
Option4.2  1997-2002
Option4.3  1998-2002
Option4.4  1998-2004
Option4.5  1999-2003
Option 4.6 2000-2004

Option4.7 The Council can select percentages for each of the species allocated to the
Non-AFA Trawl CP sector.
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Issue 2: PSC Allowance for the Non-AFA Trawl Catcher Processor Sector and the
CDQ Program

Component 5 Increase PSQ reserves allocated to the CDQ program (except herring and
Chinook salmon) to levels proportional to the CDQ allocation of primary species under
Component 2.

Component 6  PSC allowance for the Non-AFA Trawl CP Sector.
Option 6.1  Apportion PSC to Non-AFA Trawl CP sector:

Suboption 6.1.1 Allocation based on historical usage of PSC by the Non-AFA
Trawl Catcher Processor sector rather than the sector’s
allocation, with the remainder available to the other sectors.

Suboption 6.1.2  Allocation based on the PSC taken in the Non-AFA Trawl
Catcher Processor sector directed fishery for allocated primary
species plus Pacific cod.

Suboption 6.1.3  Percentage allocations (estimates for PSC associated with Pacific
cod catch would be based on the process laid out in Component
3) selected in Component 3 multiplied by the relevant total PSC
catch by all trawl vessels in each PSC fishery group for allocated
primary species plus Pacific cod.

Option 6.2  Select a Non-AFA Trawl CP sector PSC reduction option from the following
that would apply to any PSC apportionment suboption selected in 6.1. PSC
reduction options can vary species by species.

Suboption 6.2.1 Reduce apportionments to 60% of calculated level.
Suboption 6.2.2  Reduce apportionments to 75% of calculated level.
Suboption 6.2.3  Reduce apportionments to 90% of calculated level.
Suboption 6.2.4  Reduce apportionments to 95% of calculated level.
Suboption 6.2.4.1 Start the reduction in the third year of the program.
Suboption 6.2.5 Do not reduce apportionments from calculated level.
Suboption 6.2.6  Phase in PSC reductions 5% per year for Suboptions 6.2.1-6.2.4.

Suboption 6.2.7  Reductions under Suboptions 6.2.1-6.2.4 apply only to vessels
that participate in the Non-AFA Trawl CP sector’s limited access
fishery.

Option 6.3  The Council can select percentages and/or amounts for PSC allocated to the
Non-AFA Trawl CP sector.

Issue 3: Cooperative Development for the Non-AFA Trawl Catcher Processor
Sector

Basis for the distribution to the LLP license holder is the catch history of the vessel on which the
LLP license is based and shall be on a fishery-by-fishery basis. The underlying principle of this
program is one history per license. In cases where the fishing privileges (i.e., moratorium
qualification or LLP license) of an LLP qualifying vessel have been transferred, the distribution
of catch history to the LLP shall be based on the aggregate catch histories of (1) the vessel on
which LLP license was based up to the date of transfer, and (2) the vessel owned or controlled by
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the LLP license holder and identified by the license holder as having been operated under the

fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one catch history
per LLP license.)

Component 7 The BSAI non-pollock groundfish CP buyback legislation establishes the vessels
eligible to participate as a catcher processor in the BSAI non-pollock groundfish fisheries. The

members of the Non-AFA Trawl Catcher Processor subsector are defined as the owner of each
trawl CP:

a.) that is not an AFA Trawl CP

b.) to whom a valid LLP license that is endorsed for BSAI Trawl CP fishing activity has
been issued; and

c.) that the Secretary determines who has harvested with trawl gear and processed not
less than a total of 150 mt of non-pollock groundfish during the period January 1,
1997 —through December 31, 2002.

This definition establishes the vessels that can participate in the Amendment 80 program.

Restrict LLPs that are used for eligibility in Amendment 80 (either to be included in the Non-
AFA CP sector or to be used in Amendment 80 cooperative formatio) from
being used outside of the Amendment 80 sector.

Component 8 Establishes the licenses that would be authorized for participation in a
cooperative and would receive a cooperative endorsement. Component 8 also establishes the
number of licenses required before the cooperative is allowed to operate. No later than December
1 of each year, an application must be filed with NOAA fisheries by the cooperative with a
membership list for the year.

In order to receive a cooperative endorsement:

Option 8a.1  Qualified license holders must have caught 150 mt of groundfish with trawl gear
on a vessel qualified as a non-AFA trawl CP, and processed that fish between 1997 — 2002.

Option8a.2  Qualified license holders must have caught 150 mt of groundfish with trawl gear
on a vessel qualified as a non-AFA trawl CP, and processed that fish between 1997 — 2003.

Option 82.3  Qualified license holders must have caught 150 mt of groundfish with trawl gear
on a vessel qualified as a non-AFA trawl CP, and processed that fish between 1997 - 2004.

In order to operate as a cooperative, membership must be comprised of at least two separate
entities and must be:

Option 8b.1 At least 15 % of the licenses

Option 8b.2 At least 30% of the licenses

Option 8b.3 At least 67% of the licenses

Option 8b.4 At least 100% of the licenses

Option 8b.5  All less one distinct and separate license holder using the 10% threshold rule
Option 8b.6  All less one license

Component9  Determines the method of allocation of PSC limits and groundfish between the
cooperative and eligible Non-AFA Traw] CP participants who elect not to be in a cooperative.

Option 9.1  Catch history is based on total catch
Option 9.2 Catch history is based on total retained catch
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Component 10 Determines which years of catch history are used for establishing cooperative
allocations. The allocation of groundfish between the cooperative and those eligible participants
who elect not to join a cooperative is proportional to the catch history of groundfish of the
eligible license holders included in each pool. Applicable PSC limits are allocated between the
cooperative and non-cooperative pool in same proportions as those species that have associated
PSC limits. The catch history as determined by the option selected under this component would
be indicated on the Sector Eligibility Endorsement, which indicates the license holder’s
membership in the Non-AFA Trawl CP sector. The aggregate histories would then be applied to
the cooperative and the non-cooperative pool.

Option 10.1  1995-2003, but each license holder drops its 3 lowest annual catches by species
during this period
Option 10.2  1997-2003, but each license holder drops its two lowest annual catches by
species during this period
Option 10.3  1998-2002, but each license holder drops its lowest annual catch by species
during this period
Suboption 10.3.1 Each license holder does not drop its lowest annual catch by
species during this period
Option 10.4 1998-2003, but each license holder drops its lowest annual catch by species
during this period
Suboption 10.4.1  Each license holder drops two years during this period
Option 10.5 1999-2003, but each license holder drops its lowest annual catch by species
during this period
Option 10.6 1997-2004, but each license holder drops its two lowest annual catch by species
during this period
Option 10.7 1997 — 2004, but each license holder drops its three lowest annual catch by
species during this period
Option 10.8 1998 — 2004, but each license holder drops its two lowest annual catch by
species during this period
Component 11 Determines if excessive share limits are established in the Non-AFA Trawl CP
sector.
Option 11.1 There is no limit on the consolidation in the Non-AFA Trawl CP sector.

Option 11.2 Consolidation in the Non-AFA Trawl Catcher Processor sector is limited such
that no single person (using the individual and collective rule) can hold catch
history more than a fixed percentage of the overall sector apportionment
history. The cap would be applied on a species by species basis (options: 20%,
30%, 50% of the sector’s allocation).

Suboption: Cap would be applied on an aggregated basis.

Suboption 11.2 Persons (individuals or entities) that exceed the cap in the initial
allocation would be grandfathered.

Component 12 Establishes measures to maintain relative amounts of non-allocated species until
such time that fisheries for these species (including sector splits of Pacific cod)
are further rationalized in a manner that would supersede a need for these
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sideboard provisions. Sideboards shall apply to eligible licenses and associated
vessels from which the catch history arose.

BSALI sideboard provisions

Option 12.1

Option 12.2

Sideboards for the Non-AFA Trawl CP sector would be established by
regulation using the same years used to calculate the apportionment of PSC
and groundfish between the Non-AFA Trawl CP and limited access pool
until such time as these other fisheries are rationalized, when the
allocations are determined in these newly rationalized fisheries.

Suboption 12.1.1 Sideboards would be allocated between cooperative and
non-cooperative LLP holders, based on the same formula as
Component 10.

Sideboards for the Non-AFA Trawl CP sector would be established by
regulation by establishing percentages and/or amounts for the
species/fisheries not included in this program. These measures maintain
relative amounts of non-allocated species until such time that fisheries for
these species are further rationalized in a manner that would supersede a
need for these sideboard provisions.

Suboption 12.2.1  Sideboards would be allocated between cooperative and
non-cooperative LLP holders, based on the same formula as
Component 10.

GOA sideboard provisions

Sideboard provisions for Amendment 80 qualified non-AFA trawl CP sector with valid
transferable GOA LLP with appropriate area endorsements are as follows:

Option 12.3

Option 12.4

Option 12.5

Vessels associated with LLPs that have Gulf weekly participation of
greater than X weeks in the flatfish fishery during the years defined in
Component 4 or 10 will be eligible to participate in the GOA flatfish
fisheries.

If the analysis shows that one non-AFA trawl CP vessel has significantly
higher participation in the GOA flatfish fisheries relative to other non-
AFA trawl CP vessels, that vessel may be considered for an exemption
from Amendment 80 halibut sideboards in the GOA and may participate
fully in the GOA open-access flatfish fisheries.

Suboption: If a vessel is given an exemption to Amendment 80 GOA
sideboards, they may not lease their Bering Sea Amendment 80 history.

Gulf-wide halibut sideboards for the deep and shallow complex fisheries
would be established by season calculated based on:

Option A: Bycatch rate approach for each of the target fisheries within each

of the regulatory areas (610, 620, 630, 640) for the Amendment
80 qualified non-AFA trawl sector for the years defined in
Component 4 or 10

Option B: Actual usage for the Amendment 80 qualified non-AFA trawl

sector for the years defined in Component 4 or 10

Option C: The Council may select a percentage for halibut sideboards

which is between options A and B.
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Option 12.6  GOA Pollock, Pacific cod, and directed rockfish species (POP, NR and
PSR) sideboards for the Amendment 80 qualified non-AFA trawl CP
sector would be established using the years defined in Component 4 or
10, where catch is defined as retained catch by Gulf area as a percentage
of total retained catch of all sectors in that area.

While the CGOA rockfish demonstration program is in place, the CGOA rockfish
demonstration program takes precedence. The demonstration program would remove the
need for catch sideboards for the CGOA directed rockfish species. The amendment 80
CPs deep halibut mortality sideboard cap for the 3rd seasonal allowance (in July) will be
revised by the amount of the deep complex halibut mortality allocated to the rockfish
demonstration program for the Amendment 80 qualified non-AFA trawl CP sector while
the demonstration program is in effect.

Sideboards apply to vessels (actual boats) and LLPs used to generate harvest shares that
resulted in allocating a percentage of the amendment 80 species TACs to the non-AFA
trawl CP sector.

On completion of a comprehensive rationalization program in the GOA, any sideboards
from the BSAI amendment 80 plan amendment will be superseded by the allocations in
the GOA rationalization program.

Examine GOA weeks-fished data to determine whether there is an Amendment 80 vessel
that fishes almost exclusively in the GOA and should receive an exemption from the
Amendment 80 GOA sideboards.

Issue 4: Development of a Yellowfin Sole Threshold Fishery

Component 13 A threshold level may be established for yellowfin sole. ITAC below the
threshold level would be allocated to the Non-AFA Trawl Catch Processor sector based on the
formula determined in Components 3 and 4. ITAC in excess of the threshold level would be
available to other sectors as well as to the Non-AFA Trawl CP sector. Threshold levels for other

species may be developed at a later date. AFA sideboards do not apply to the YFS threshold
fishery.

Threshold Rollover Suboption
Suboption 1: No rollover provision

Suboption 2: Any unharvested portion of the threshold reserve allocated to the limited access
fishery that is projected to remain unused by a specific date (August 1 or Sept
1) shall be reallocated to the Non-AFA Trawl CP sector. Any unharvested
portion of the threshold reserve allocated to the Non-AFA Trawl CP sector that
is projected to remain unused by a specific date (Augustl or September 1) shall
be reallocated to the limited access fishery.

Suboption 3: Allow rollovers of any portion of the yellowfin sole TAC that is projected by
the NOAA Regional Administrator to go unused. The NOAA Regional
Administrator would be responsible for determining both the amount and the
timing of the rollover.

For yellowfin sole, the threshold would be:
Option 13.1 80,000 mt
Option 13.2 100,000 mt
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Option 13.3 125,000 mt

Suboption  60% Non-AFA Traw] CP sector and 40% limited access fishery

Option 13.4 150,000 mt
Option 13.5 175,000 mt

Allocate the threshold reserve to the Non-AFA Trawl CP sector and the BSAI limited access
fishery using one of following suboptions :

Suboption 1  30% Non-AFA Trawl CP sector and 70% limited access fishery
Suboption 2 50% Non-AFA Trawl CP sector and 50% limited access fishery
Suboption 3 70% Non-AFA Trawl CP sector and 30% limited access fishery

Other Elements of Amendment 80

This section provides additional specifics and elements for the Non-AFA Trawl CP cooperative
program. These specifics and elements are common for any cooperative program that might be
developed.

The cooperative program developed in Amendment 80b would not supersede pollock and
Pacific cod IR/IU programs.

The Groundfish Retention Standards (GRS) (Amendment 79) would be applied to the
cooperative as an aggregate on an annual basis and on those vessels who did not join a
cooperative as individuals. All vessels in the sector, consistent with NMFS catch
monitoring plan, would be required to have on board NOAA Fisheries approved scales to
determine total catch and either maintain observer coverage of every haul for verification

that all fish are being weighed or use an alternative scale-use verification plan approved
by NOAA Fisheries.

Non-AFA Trawl CP sector participants that did not elect to join a cooperative would be
subject to all current regulations including all restrictions of the LLP and the GRS if
approved.

All qualified license holders participating in the fisheries of the Non-AFA Trawl CP
sector for Amendment 80 species would need to have trawl and catcher processor
endorsements with general licenses for BSAI and the additional sector eligibility
endorsement. Length limits within the license would also be enforced such that any
replacement vessel entering the fishery would not exceed the Maximum Length Overall
(MLOA) specified on the license.

Permanent transfers of Sector Eligibility Endorsements would be allowed if transferred
with the associated Groundfish LLP. Sector Eligibility Endorsement, the associated
groundfish LLP license, and associated catch histories would not be separable or
divisible. All transfers would need to be reported to NOAA Fisheries in order to track
who owns the Sector Eligibility Endorsements. The purchaser would be eligible to own a
fishing vessel under MarAd regulations or must be a person who is currently eligible to
own a vessel.

Annual allocations to the cooperative would be transferable among cooperative members.
Such transfers would not need to be approved by NOAA Fisheries.

o Suboption: Annual allocations to the cooperative would be transferable among
cooperative members. Such transfers would not need to be approved by NOAA
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Fisheries, in the absence of a NOAA Fisheries approved inter-cooperative
agreement.

e Annual allocations to the cooperative would be transferable among cooperatives. Inter-
cooperative transfers must be approved by NOAA Fisheries.

e Any non-trawl or non-BSAI catches by qualified license holders that are considered part
of the Non-AFA Trawl CP sector would not be included in the defined cooperative
program. In addition, these non-trawl or non-BSAI catches allocated to the Non-AFA
Trawl CP sector would not necessarily be excluded from other rationalization programs.

e Catch history used for allocation and eligibility purposes would be legal and documented
catch.

e Disposition of groundfish species not allocated to the Non-AFA Trawl CP sector would
not change as a result of the cooperative program developed in Amendment 80 and would
continue to be managed as status quo.

e The cooperative program would limit its scope to selected groundfish and prohibited
species catches with trawl gear by qualified license holders in the Non-AFA Trawl CP
sector in the BSAI Groundfish species not included in the program as well as other non-
specified fish species or marine resources would not be explicitly managed within the
cooperative program. The cooperative program would not supersede existing regulations
regarding these other marine resources.

o Suboption: The cooperative program would limit its scope to selected groundfish
and prohibited species catches with traw] gear by qualified license holders in the
Non-AFA Trawl CP sector in the BSAI Groundfish species not included in the
program as well as other non-specified fish species or marine resources may be
managed within the cooperative program, but are not required. The cooperative
program would not supersede existing regulations regarding these other marine
resources.

e PSC limits for the following species would be created and allocated between the Non-
AFA Trawl CP cooperative(s) and those sector participants that did not elect to join a
cooperative.

o BSAI Non-AFA Trawl CP multi-species halibut cap consisting of an apportionment
of species identified in Component 1.

o BSAI Non-AFA Trawl CP multi-species red king crab cap consisting of an
apportionment of the current Pacific cod trawl cap and caps for the flatfish fisheries.

o BSAI Non-AFA Trawl CP multi-species snow crab (C. opilio) cap consisting of an
apportionment of the current Pacific cod trawl cap and caps for the flatfish fisheries
(includes apportionments of the trawl sablefish/turbot/arrowtooth limits).

o BSAI Non-AFA Trawl CP multi-species Tanner crab (C. bairdi) Zone 1 cap

consisting of an apportionment of the current Pacific cod trawl cap and caps for the
flatfish fisheries.

o BSAI Non-AFA Trawl CP multi-species Tanner crab (C. bairdi) Zone 2 cap

consisting of an apportionment of the current Pacific cod trawl cap and caps for the
flatfish fisheries.
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¢ Bycatch limits for non-specified species or marine resources specifically for this program
would not be established. However, if the Council deems that bycatch is unreasonable,
specific regulations to minimize impacts would be considered.

e The cooperative(s) would need to show evidence of binding private contracts and
remedies for violations of contractual agreements would need to be provided to NOAA
Fisheries. The cooperative would need to demonstrate adequate mechanism for
monitoring and reporting prohibited species and groundfish catch. Participants in the
cooperative would need to agree to abide by all cooperative rules and requirements.

e Specific requirements for reporting, monitoring and enforcement, and observer protocols
would be developed in regulations for participants in the cooperative program and would
not be the purview of the cooperative. The Council and the Non-AFA Trawl CP sector
would need to specify their goals and objectives for in-season monitoring and program
evaluation. Recordkeeping and reporting portions of the program would need to be
developed to ensure that goals and objectives of the program are met in a cost effective
manner.

e A detailed annual report would be required from each cooperative(s). Fishery managers
would review the annual report to determine if the program is functioning as intended
under the proposed action. It is recommended that in-depth assessments of program be
undertaken under the auspices of the Council/NOAA Fisheries periodically (for example,
every five years). The in-depth studies would identify the accomplishments of the
program and indicate whether any changes would be necessary.

o Task staff with evaluating which socioeconomic data can be developed and implemented
under the Non-AFA Trawl Catcher Processor Cooperative Program given the current
Magnuson-Stevens Act restrictions. The evaluation would consider collecting cost,
revenue, ownership, and employment data on a periodic basis to provide the information
necessary to study the impacts of the program. It is anticipated that the data collected
under this program would be similar to the data collected under the BSAI crab
rationalization program. Details of the collection would be developed in the analysis of
the alternatives.
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Discussion Paper
Halibut PSC Allocations under BSAl Amendment 80 and Amendment 85

Current Halibut PSC Management

Current regulations establish a limit of 3,400 metric tons of halibut mortality in the BSAI trawl
fisheries (after deducting the halibut PSQ reserve for use in the groundfish CDQ program). In the
annual TAC setting process, NMFS apportions this amount to different trawl fishery categories
(e.g., yellowfin sole, Pacific cod, rock sole/other flats/flathead sole as established in regulation)
based on Council recommendations. In some fisheries, the allocation is further apportioned by
season.

Typically, at the beginning of the fishing year, the Pacific cod trawl fishery is allocated
approximately 1,400 metric tons of halibut PSC, more than is usually used in that directed
fishery. Despite this apportionment of PSC to the Pacific cod trawl fishery, in recent years NOAA
Fisheries has worked with industry to ensure that other fisheries are not constrained by PSC limits
(while keeping total halibut PSC under the trawl limit) by moving PSC among fisheries in season
to cover potential shortfalls. This movement of PSC allowances has been undertaken informally,
with general consent from industry. Overall consent is critical to this flexibility since no formal
regulation defines this management.

In assessing the different halibut PSC allocation options under Amendment 80 and Amendment
85, it is important to bear in mind that under the existing limited access management some
directed fisheries are constrained by halibut PSC. Dividing the trawl halibut PSC allowance by
allocating portions to the various trawl sectors to support either all fishing of the Non-AFA Trawl
CP sector (under Amendment 80) or the directed trawl cod fishery (under Amendment 85) and
leaving the remainder to support other directed fisheries could increase the potential for halibut
PSC to constrain fishing by limiting the flexibility of managers to respond to PSC shortfalls.'
Depending on TAC changes, it is possible that PSC shortfalls could prevent the harvest of cod
allocations under Amendment 85, allocations to Non-AFA Trawl CP sector under Amendment
80, or the harvest of other allocations (including the incentive fisheries under Amendment 80). In
addition, by removing halibut PSC through the PSC allocations under Amendment 80 and
Amendment 85 from the pool available to trawl vessels, the different allocations could affect
negotiations in the specifications process, potentially increasing contention among participants in
the different fisheries.

The Council should also note that since the methodology for calculating the PSC allocations
under Amendment 80 and Amendment 85 differ, unless a method for reconciling and
implementing the provisions is specified, the allocations could differ from that intended by the
Council. Specifically, staff recommends that the Council clearly prioritize the amendments to
avoid potential misunderstanding or misapplication of the PSC allocation provisions.

The following discussion describes the options for allocating halibut PSC under Amendment 80
and Amendment 85, then describes a possible means for implementing those allocations in their
existing form. The discussion also raises several issues with the allocations and suggests possible

! Although these PSC divisions have the potential to result in a shortfall for one or more sectors, sectors that benefit
from share-based management structures that facilitate bycatch reduction could benefit from an exclusive PSC
allocation that allows the sector to slow fishing to avoid halibut bycatch without risking harvest of the allocation by
other sectors.

Halibut PSC Discussion Paper 1
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considerations that could justify the use of consistent methodologies for halibut PSC allocations
across the two actions.

PSC Allocations Under Amendment 80 (Non-AFA Trawl CP Sector Non-Pollock Groundfish
Cooperative)

The halibut PSC allocation component within Amendment 80 identifies three different options for
apportioning halibut PSC to the Non-AFA Trawl CP sector. The first PSC option would allocate
a portion of trawl halibut PSC allowance to the Non-AFA Trawl CP sector based on its historical
usage of halibut PSC in all fisheries. The second option would also allocate a portion of traw]
halibut PSC allowance based on its historical usage of halibut PSC, but only from the fisheries for
species allocated in Amendment 80 plus Pacific cod. The third PSC option would allocate the
sector a portion of the historic PSC usage (by all sectors) in each directed trawl fishery equal to
the sector’s proportion of the Amendment 80 species allocation plus Pacific cod.” Finally, the
Council can select specific percentages and/or amounts of PSC that would be allocated to the
Non-AFA Trawl CP sector.’ These allocations are assumed to be arrived at through consideration
of the estimated allocations using the other three allocation methods.

Table 1 shows the halibut PSC allocations under the different allocation options included in the
Amendment 80 analysis. The table shows that a wide variety of options are available to the
Council, which would allocate as much as four-fifths or as little as two-fifths of the trawl halibut
PSC to the Non-AFA trawl catcher processor sector.

Table 1. Estimated halibut PSC allocations to the Non-AFA trawl catcher processor sector under
Amendment 80 options.

(assuming 3,400 mt trawl PSC allocation)

rti il - opti
Sector's historic usage Sector's historic usage Portion of fishery ;fsmg based on sector's a ocation - option 3
(el fisheries) - {A 80 species and
Paclfic cod) - retained/retained total/total retained/total
option 1
option 2
NMaximum _Minimum | Maximum _ Minimum | Maximum__Minimum | Maximum _Minimum | Maximum _Minimum
Non-AFA CP Trawl Sector allocation
.| .7 . 62.7 . . X . ¥
as a percent of trawi halibut PSC 828 65, 789 725 61.0 68.6 55.5 53.0 398
Non-AFA CP Trawl Sector aflocation
.81 s X i g L ¥ E J k
(@ssuming 3,400 mt wrawl PSC allocation) 2,815 2,234 2,683 2,132 2,485 2,074 2332 1,887 1,802 1353
PSC remaining for other trawd sactors 585 1.166 7 1,268 935 1326 1,068 1513 1,598 2,047

PSC Allocations Under Amendment 85 (Pacific Cod Sector Allocations)

Under Amendment 85, the Pacific cod trawl sector allocations could potentially be divided into
four trawl sectors as opposed to the existing two sectors, each of which could receive an
allocation of halibut PSC. Each sector’s PSC allocation is intended to support its prosecution of
the Pacific cod fishery (and could not be used to prosecute other fisheries). The primary
difference in the PSC allocation methodology under the two amendments is that Amendment 85
(unlike Amendment 80) continues to rely on the annual specifications process to determine the
aggregate allocation of halibut PSC to the Pacific cod trawl fishery (1,434 mt in 2006). The
Amendment 85 options merely determine the division of that PSC allocation among the different
trawl sectors. As a consequence, any analysis of the PSC allocations must make assumptions

2 Under this third option, an allocation of Pacific cod to the Non-AFA trawl CP sector would be estimated for the
purpose of determining the PSC allocation, but no allocation of Pacific cod would be made.

3Current regulations establish a limit of 3,400 metric tons of halibut mortality in the BSAI trawl fisheries (after
deducting the 7.5% halibut PSQ reserve for use in the groundfish CDQ program). Note that Amendment 80 also
proposes to increase the halibut PSQ reserve for the CDQ program, in relation to a proposed increase in the
CDQ target flatfish allocations. Thus, the current 3,400 mt may be reduced further if this option is selected
under Amendment 80.
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about the total halibut PSC allowance for the Pacific cod trawl fisheries, which is currently an
outcome of the specification process. The halibut allowance to the trawl cod fishery group has
been 1,434 mt for the past several years.

Two methods are under consideration in Amendment 85 for dividing the allocation of halibut
PSC to the trawl Pacific cod fishery among (potentially) four trawl sectors.* Under the first option
(Option 7.1), the allocation is divided among the different trawl sectors based on their allocations
of Pacific cod under Amendment 85. Thus, each sector will receive the same portion of the trawl
Pacific cod halibut PSC as it receives of the traw] Pacific cod allocation. Under the second option
(Option 7.2), the Pacific cod trawl PSC allowance is divided among the sectors based on directed
Pacific cod catch during the qualifying years. Thus, each sector will receive a portion of the
Pacific cod trawl PSC allowance equal to its percentage of the directed trawl Pacific cod catch
during the qualifying years. Staff is still in the process of preparing data showing the targeted
catch of Pacific cod, preventing the estimation of allocations under this option. Estimates of PSC
allocations under the first option, however, are provided.

Note that any estimate of the specific magnitude of the trawl PSC allocations requires an
assumption concerning the overall allocation of halibut PSC to the entire Pacific cod trawl
fishery. In recent years, approximately 1,400 metric tons of halibut PSC has been allocated to the
Pacific cod trawl fishery. Since the PSC allocations under the first option vary with the qualifying
years and whether each sector drops its year of lowest Pacific cod catch, a range of allocations are
available to the Council. Table 2 shows the range of potential allocations to the different trawl
sectors under this first option and an estimate of the magnitude of those allocations (assuming

4 The current motion describing these allocations provides for the following two options:

Component 7:

Option 7.1: PSC apportioned to the cod traw! sectors will be based on the average bycatch rate of the trawl
cod sectors applied to the cod allocation percentages determined for each sector under
Component 2.

Option 7.2: PSC apportioned to the cod trawl sectors will be based on the average bycatch rate of the trawl
cod sectors applied to the cod allocation percentages used in the directed cod fishery by each
sector under Component 2.

Option 7.1, as written, provides for trawl sector halibut PSC allocations equal to the halibut bycatch rate in the Pacific
cod trawl fishery multiplied by the percentage Pacific cod allocation of the sector. Under Option 7.2, as written, the
allocation to a sector would equal the halibut bycatch rate times the allocation percentage in the Pacific cod fishery. In
both cases, the options describe a sector allocation based on the rate of halibut bycatch multiplied by the sector’s
allocation of Pacific cod (as a percentage). On their face these provision appear to describe a usage (or rate) based
allocation of halibut similar to the methods used in Amendment 80. In deliberations, however, the Advisory Panel and
Council clarified that these provisions are intended only to divide the halibut PSC aliowance for the Pacific cod trawl
fisheries among the trawl sectors base on either their Pacific cod allocations or their targeted catch history. The
language in the motion could confuse stakeholders and the public and/or lead to an error in implementation of the
provision. If the Council wishes to remove this confusion and ensure its intention is followed in making this
allocation, staff suggests that Options 7.1 and 7.2 be revised as follows:

Option 7.1: The annual PSC allocation to the traw] Pacific cod fishery will be apportioned to the cod
trawl sectors based on the cod allocation percentages determined for each sector under
Component 2.

Option 7.2: The annual PSC allocation to the trawl Pacific cod fishery will be apportioned to the cod
trawl sectors based on the sector’s directed cod fishery harvests during the qualifying
period under Component 2.
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that the current 1,400 metric ton allocation of halibut PSC is maintained). The table also shows
the amount of trawl halibut PSC remaining for other fisheries (2,000 metric tons, assuming 1,400
metric tons allocated to the Pacific cod fishery). To help understand the interaction of the
Amendment 85 allocation with the Amendment 80 allocations, the PSC allocation to sectors other
than the Non-AFA catcher processor trawl sector are shown and the amount of PSC remaining for
all sectors including the Non-AFA catcher processor trawl sector, if that sector is excluded from
the PSC allocations under Amendment 85 (since the sector may have already received a Pacific
cod related PSC allocation under Amendment80). In reviewing the table, it is important to bear in
mind that any change of the halibut PSC allocation to the Pacific cod trawl fishery will affect
both the allocations to the sectors and the amount of PSC remaining for other fisheries.

Table 2. Estimated allocations of trawl halibut PSC under Amendment 85.

Allocations of Pacific cod
Socatons gl Tactle cod Halibut PSC allocation
as a percent of the as a percent of the (assuming 1,400 mt to trawl
Pacific cod TAC Pacific cod trawl allocation Pacific cod fishery)
Maximum Minimum Maximum Minimum Maximum Minimum

AFA trawl CP 37 0.9 8.9 23 125 32
Non-AFA trawl CP 16.2 127 423 325 592 455
AFA trawl CV 24.4 17.8 60.1 479 841 670
Non-AFA trawl CV 3.1 0.5 7.9 1.2 111 17
Remaining trawl PSC (for fisheries other
than Pacific cod) 2,000 2,000
Pacific cod related PSC allocation to all
sectors gxcluding Non-AFA trawl CP 67.5 577 545 8os
Remaining trawl PSC (including PSC
for Non-AFA trawl CP sector fisheries) 2,485 2,592

Coordination of Amendment 80 and Amendment 85 PSC Allocations

Reviewing the PSC allocations proposed under Amendment 80 and Amendment 85 reveals some
potential inconsistencies. The specific nature of the inconsistencies depends on one’s
interpretation of the different provisions and which provision is given priority, particularly with
respect to the Non-AFA Trawl CP sector.

If the Amendment 80 allocations are assumed to take priority for the Non-AFA trawl catcher
processor sector, the halibut PSC allocation under that program would be made to the Non-AFA
trawl catcher processor from the total trawl halibut PSC allowance (3,400 metric tons). Since the
Amendment 80 PSC allocation would be intended to support all catch (including Pacific
cod) by the Non-AFA trawl catcher processor sector, no additional halibut PSC would be
allocated to that sector under Amendment 85. Allocations of halibut PSC would be made to
the other three trawl sectors for the Pacific cod trawl fishery under Amendment 85. These
allocations would be calculated as a percentage of the halibut PSC allocation to the trawl Pacific
cod fishery. So, the specification process outcome should clearly provide that the PSC allocation
to the Pacific cod fishery should be divided among the remaining trawl sectors (e.g., AFA CV;
AFA CP, non-AFA trawl CV), with no allocation to the Non-AFA trawl catcher processor
sector). If the Council elects to prioritize the Amendment 80 PSC allocations, it could include the
following provision in its Amendment 85 motion to make this intent explicit:

If Amendment 85 is implemented prior to Amendment 80, the Non-AFA trawl CP
sector would receive an allocation of PSC in accordance with Amendment 85. Upon
implementation of Amendment 80, no allecation of PSC will be made to the Non-
AFA trawl CP sector under Amendment 85.

In addition, if the Council elects to prioritize the Amendment 80 allocation, the halibut PSC
allocated to the Pacific cod trawl fishery should be adjusted downward from 1,400 metric tons,
since the Non-AFA trawl CP sector would not use that allocation. Estimates of the magnitude of
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the reduction range from 455 metric tons to 592 metric tons (depending on the option selected for
allocating Pacific cod in Amendment 85 — see Table 2).” Amendment 85 currently assumes
that the Amendment 80 allocations are assumed to take priority for the Non-AFA Trawl CP
sector.

Alternatively, if the Council chooses to prioritize the Amendment 85 allocation of halibut PSC to
the Non-AFA Trawl CP sector (over the Amendment 80 PSC allocation), the calculations are
slightly more complicated, but could be accomphshed by decreasing the allocation of PSC to the
Non-AFA Trawl CP sector under Amendment 80° and providing the sector with a halibut PSC
allocation under Amendment 85, based on its Pacific cod allocation (or target catch) under
Amendment 85. In addition, the Council should clarify whether the Non-AFA Trawl CP sector
would be limited to using the Amendment 85 PSC allocation for Pacific cod in the targeted
Pacific cod fishery. If limited to using the PSC allocation in the Pacific cod fishery, that sector
might be unable to achieve some of the benefits described and contemplated under Amendment
80. If the Council elects to prioritize the Amendment 85 allocations, the Council will need to
develop a method of reconciling the two allocations (likely adjusting the Amendment 80
allocation by removing the allocation related to Pacific cod halibut PSC).

PSC Availability for Trawl Sectors and Fisheries

An additional consideration, beyond reconciling the methodology used for allocating halibut PSC
under Amendment 80 and Amendment 85 are the effects on both the fisheries and sectors
receiving the allocations and other traw! fisheries and sectors that would use any remaining PSC
to support their fishing. Developing an understanding of these implications first requires a
comparison of the allocations and residual PSC amounts shown in Table 1 and Table 2. In
addition, consideration of historic halibut usage by the various sectors and fisheries is necessary.

Table 3 shows historic usage of halibut PSC for selected sectors and fisheries. The table shows
wide variations in usage across years in the various fisheries and sectors. These variations likely
reflect both changes in targeting activity and changes in PSC catch rates. In general, halibut usage
by the Non-AFA trawl catcher processors has increased significantly as that sector has increased
its portion of the flatfish catch in recent years, while AFA trawl catcher processors participation
(and halibut usage) in those fisheries has declined.

Table 3. Historic halibut PSC usage (1995-2003).

5 These amounts represent the amount that would have been allocated to the Non-AFA trawl catcher processors under
Amendment 85 had that sector received an allocation under Amendment 80.

6 If the Council wishes to pursue this approach, staff could provide those estimates at a later date.
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Maximum _ Minimum __ Average

z‘;"ﬁ:: :r‘igsa)‘”' CP sector 2772 1,408 2,311
All other trawl sectors 2298 472 1158
(all fisheries) ' )
Pacific cod trawl fishery 1,640 667 1,209
Pacific cod trawl fishery

excluding Non-AFA CP trawi sector 1,360 262 770
All trawl fisheries

except Pacific cod 2,517 2,062 2.251
Non-AFA trawl CP sector - 2,367 1,146 1,873

All fisheries except Pacific cod
All traw! fisheries

except Pacific cod 1,147 101 377
excluding Non-AFA trawl CP sector

Considering all three tables allows some assessment of the interaction of the allocations with
fishing activity. First, Table 1 shows that the total traw] halibut PSC amount remaining after the
Amendment 80 allocation to the Non-AFA trawl CP sector ranges from 585 metric tons to 2,047
metric tons. This residual would be used to support both the Pacific cod fisheries and all other
trawl fisheries. At the low end, 585 metric tons is far less than the amount projected to be
allocated to other sectors under Amendment 85 (see Table 2 — between 808 metric tons and 945
metric tons). So, if the maximum allocation is made under Amendment 80, the remaining halibut
PSC allowance would be insufficient to maintain the allocations of PSC to other sectors in the
Pacific cod fishery (using the 1,400 metric ton PSC basis) and would leave no PSC to support
other fisheries (including the incentive fisheries). Overall, the 585 metric ton residual amount is
approximately one-half of the average use of other sectors in all fisheries (see Table 3 — 1,158
metric tons).” Even at the upper end, the residual remaining after the PSC allocation to the Non-
AFA trawl CP sector is less than the maximum annual halibut usage of all other trawl fisheries
(Table 3 —- 2,228 metric tons).

On the other hand, a middle range allocation to the Non-AFA trawl CP sector (slightly more than
2,000 metric tons) and a similar middle range allocation to other sectors in the Pacific cod fishery
(900 metric tons) would leave approximately 500 metric tons residual to support other fisheries.
On its face, this residual would appear sufficient to support other fisheries (Table 3 shows the
average historic usage of 377 metric tons). Examining the time trend of data (not shown in the
table) shows that the historic usage was substantially higher than the residual amount in 1995
(1,147 metric tons) and exceeded the residual slightly in 1996 and 1997 (552 metric tons and 561
metric tons). Overall, these usage levels, however, suggest a possible issue with PSC allocations
that do not fluctuate to reflect dynamic conditions in the fisheries (such as TAC levels and
changes in PSC rates across fisheries).

The concern that the PSC distribution may not reflect PSC needs arises if allocations cannot be
redistributed across target fisheries in response to shortfalls. The Amendment 80 allocation to the
Non-AFA trawl CP sector can be redistributed among fisheries within the sector’s cooperatives.
The benefits of this redistribution would be limited to cooperative members within that sector.
The Amendment 85 PSC allocations, on the other hand, cannot be used outside of the Pacific cod
fishery. The Amendment 85 PSC allocations, however, only distribute the Pacific cod trawl

7 This residual does not exceed the minimum usage, which occurred in 2001. In all other years, the usage of other
sectors exceeded this minimum residual.
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allowance among the different sectors in the Pacific cod fishery. The determination of the Pacific
cod trawl allowance is left to the specification process, which allows for periodic adjustments in
response to changing circumstances. The specification process, however, adds a level of
uncertainty to the allocation process.
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Grolundfish Forum

02

4241 21st Avenue West, Suite 200
Seattle | WA 98199

(206) 213-5270 Fax (206) 213-5272
www.groundfishforum.org

January 31, 2006

Ms. Stephanie Madsen, Chairman .
North Pacific Fishery Management Council SRR L yi
605 West 4™ Ave. S P

Anchorage, AK 99501 A 9
FAX: 907-271-2817 “Rag

Re: _Agenda Item C-1, IRIU (Amendment 80)

Dear Madam Chair,

Groundfish Forum is a trade organization representing the majority of the participants in
the nou-AFA trawl catcher-processor sector (the ‘trawl H&G’ vessels), which are the
focus of Amendment 80 to the BSAI FMP. OQur vessels depend on the species which will
be allocated under this Amendment. Because they will be subject to the Groundfish
Retention Standard which the Council approved in Amendment 79, these vessels also
depend on the ability to coop which is contained in Amendment 80.

Grcundfish Forum has worked closely with all other members of the traw H&G sector to
develop a preferred suite of alternatives for Amendment 80. As you can imagine, it has
been difficult to come to agreement on many of these issues. All of the participants in
this agreement have made compromises to achieve this goal. It represents a tremendous
amount of work and reflects the pressing need for this sector to be able to form
cooperatives,

This letter reviews each of the components of Amendment 80, and outlines hoth our
preferred alternative and the reason for that selection. Please bear in mind that peoplc’s
ability to come to an agreement is the result of viewing these altcrnatives as a whole. We
understand that the Council will use thejr best judgment in selecting alternatives, and we
ask you to consider the balance of compromises in this proposal before making your
decisions.

Component 1 - Allocate only the following primary target species to the Non-AFA
Trawl CP sector: yellowfin sole, rock sole, flathead sole, Atka mackerel, and Aleutian
Islands Pacific Ocean perch. Species could be added or deleted through an
amendment process.

There are no options to consider under this component. However, it is important to note
that the non-AFA trawl CP sector does target other non-pollock species, such as rex sole
and Alaska plaice, which are not allocated under this action. While thesc species are not
allocated, they are part of the full portfolio of this sector, and part of its historic PSC
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usage has been in these fisheries. This is particularly important when consider;
allocation options under Component 6. PHEFSC

Component 2 - CDQ allocations for each primary target (Component 1) species in the
program shall be removed from the TACs prior to allocation 1o sectors at a percentage
amount equal to;

Option 2.2 10%

We recognize that previous rationalization programs have resulted in an increase in the
CDQ allowance for the rationalized targets.

?DQ allcfcations Jor secondary groundfish species (except Pacific cod) taken incidental
in the primary trawl target fisheries shall be removed from the TACs prior to allocation
to sectors at a percentage amount equal to:

Suboption 2.2 10% or consistent with current and incoming CDO regulations

This suboption was originally included because of concerns that some CDQ groups might
be precluded from harvesting their target species due to insufficient amounts of
secondary species. The Council’s recent decision to manage secondary species as ‘soft
caps’ may eliminate the need for this suboption. The underlined language was added to
recognize that the issue may have changed since the original motion.

Component 3 - Identifies the sector allocation calculation (after deductions for CDQs)
For purpose of allocation to the Non-AFA Trawl CP sector, each primary species
allocation would be based upon the years and percentage of average catch history
selected in Component 4 using:
Option 3.2 Retained legal catch of the sector over retained legal catch by all
sectors

Retained catch is the true measure of dependence at a sector level. The tables in the
Amendment 80 EA clearly show that the non-AFA Trawl CP sector is the only one with
any significant retention of Atka mackerel, Pacific Ocean Perch, rock sole and flathead
sole. Other sectors have targeted yellowfin sole to some extent, By allocating this as
retained over retained, each sector gets credit for what it kept. The non-H&G ‘limited
access’ fishery would receive a Directed Fishing Allowance (or DFA) for its retained
history, and or those species where the non-H&G sector has very little retention (and
therefore very little history), NMFS would set up an ‘Incidental Catch Allowance’ or
ICA. to provide for their incidental catch needs. This means that 1) other (non H&G)
sectors could continue to target allocated species as they have in the past, and 2) they
would not be restricted from conducting their other target species by lack of incidental
catch. The ICA is a ‘soft cap,’ so they will never be shut down by incidental catch. The
only ‘downside,’ if it is one, is that in cases where there was little or no retained history
outside the H&G sector, there would be no future directed fishing. This simply results
from the fact that there has been po directed fishing to date, and reflects the way the fleets
operate. Future access to yellowfin sole for non-H&G sectors is addressed by the
threshold fishery, under Component 13.
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Suboption 1 - Allocations would be managed as a hard cap for the
H& G sector, and for the Non-H&G sector, an ICA would be taken off
the top to accommodate incidental bycatch by the non-H& G sector.

The retained over retained formula gives the H&G fleet credit for retaining the species
they target at a greater level than the non-H&G fleets do. As stated above, the ICA (or
Incidental Catch Allowance) would be taken off the top, to assure that non-H&G fleets
would not be shut down on incidental catch.

The Council could choosc to allocate based on total/total instead, which in fact does
reflect the true catch of each sector. The disadvantage of this approach is that, properly
applied, it creates a “hard cap’ for both H&G and non-H&G sectors. If the total history
of the non-H&G sector is based on true incidental catch, and that incidental catch rate
were to increase, there is a possibility that the non-H&G sectors could be shut down in
their target fisheries. Using retained/retained and an ICA provides protection to the non-
H&G sectors.

It is very important to recognize that mis-matching these options can create ‘double
dipping.” Any formula that allocates a sector its total catch, by definition, inchides both
the target and incidental catch. AN ALLOCATION THAT INCLUDES INCIDENTAL
CATCH REMOVES THE NEED FOR AN [CA. If a sector is allocated its total catch
AND an ICA, it is given credit for its incidental catch (i.e., by using total/total) in the
allocation AND given the ability to expand its operations to catch even more fish
incidentally. This is not in any way reflective of true history.

The remaining portion of primary species included in this program would be allocated
to the BSAI limited access trawl fishery.

Suboption: Target species and PSC rollover; any unharvested portion
of the Amendment 80 target species or unharvested portion of the PSC
in the limited access fishery that is projected to remain unused, shall be
rolled over to the Amendment 80 (Non-AFA Trawl CP) sector.

We recogpize that rollovers of ejther target species or PSC are problematic. NMFS
would have to determine when one group was likely to NOT catch its entire allocation, in
order to facilitate the rollover. At best this would be an educated guess; at worst, NMFS
would have to depend on the judgment of the sector, which is unlikely to volunteer fish to
roll over. This component is being addressed through intet-sector negotiations, which we
hope will result in a workable solution.

Component 4 - Catch history years used to determine the allocation to the Non-AFA
Trawl CP sector in Component 3:
Option 4.6  2000-2004
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Option 4.6 represents the most recent suite of years under consideration. This represents
the fisheries as they currently exist. We believe that this is the intent of rationalization
whgtever sector or fishery is involved. We know of no program endorsed by this Cour;cil
whxcl} would reach back the 10+ years requested by some sectors to accommodate very
old history. I.n pa;*ticular, we strongly believe that history which was acerued pre-AFA
has no place in this program. The American Fisheries Act gave certain groups exclusive
access to pollock, regardless of the size of the TAC (which has increased by 50% since
u}ception of the program). No other sectors are able to go back and claim their pollock
history pre-AFA. It is unreasonable for AFA vessels to assume that they can both claim
the exclusive rights to pollock AND get credit for history earned priot to this privilege.

Component 5 - Increase PSQ reserves allocated to the CDQ program (except herring
and Chinook salmon) to levels proportional to the CDQ allocation of primary Species
under Component 2.

This is a one-option component, and provides the PSC which may be necessary to fund
the increase in the CDQ allocation under Component 2.

Component 6 PSC allowance for the Non-AFA Trawl CP sector
Option 6.1 Apportion PSC to the Non-AFA Trawl CP Sector:
Suboption 6.1.1 Based on historical usage of PSC

This option divides PSC according to the actual needs of both the H&G and non-H&G
sectors. It is possible, with rationalization, that the non-AFA trawl CP sector will need
less PSC to prosecute their fisheries; it is also possible that, given the same amount of
PSC, the fleet will be able to harvest more of some species which have previously been
PSC-limited. The Council of course will make a decision which takes both of these
factors into consideration. However, this program should NOT serve as a vehicle to
simply re-allocate PSC to sectors which have not used it in the past and do not necd it.

It is important to recognize here that the non-AFA trawl CP sector has used PSC in target
fisheries other than those being allocated under Amendment 80 (Alaska plaice and rex
sole, for example). This PSC must be included in the allocation for historical usage, as it
represents part of the sector’s catch history.

Option 6.2 Select a Non-AFA Trawl CP sector PSC reduction option from the
Jollowing that would apply to any PSC apportionment suboption selected in 6.1.
PSC reduction options can vary species by species.

Suboption 6.2.4 Halibut reduced to 95% of calculated level in the third
year of the program.

As stated above, we recognize that under rationalization the non-AFA trawl CP fleet
shonld be able to fish more efficiently and to catch mote target species with the same or
less PSC. Itis imopossible, at the start, to predict how much PSC levels can be reduced.
We believe that it is much more effective to observe the results of the program during the
first three years, and then apply a reduction, than to mandate a reduction up front.
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Component 7 - The BSAI non-pollock groundfish CP buyback legislation establishes
the vessels eligible to participate as a catcher processor in the BSAI non-pollock
groundfish fisherics. The members of the Non-AFA Trawl Catcher Processor
subsector are defined as the owner of each trawl CP:

a.) that is not an AFA Trawl CP

b.) to whom a valid LLP license that is endorsed for BSAI Trawi CP fishing
activity has been issued; and

c.) that the Secretary determines who as harvested with trawl gear and
processed not less than a total of 150 mt of non-pollock groundfish during
the period January 1, 1997 through December 31, 2002,

This definition establishes the vessels that can participate in the Amendment 80
program.

Restrict LLPs and vessels that are used for eligibility in Amendment 80 (either
to be included in the Non-AFA CP sector or to be used in Amendment 80
cooperative formation) from being used outside of the Amendment 80 sector,
except that any eligible vessel which is authorized to fish pollock under the AFA

would still be authorized to fish under that statute,

This language is intended to limit participation in the Amendment 80 sector to vessels
which meet the eligibility language in the BSAI non-pollock groundfish CP buyback
legislation. The underlined language, which is new, would assure that any vessel which
is eligible for the sector and is authorized to fish a limited amount of pollock would still
be gliowed to catch its pollock allocation, as stipulated in the AFA.

Only history from eligible vessels will be credited in the program. The catch
history credited 10 an eligible vessel will be the catch history of that vessel. The
catch history credited 1o an eligible vessel for the first license assigned to that
vessel will be only the catch history of the eligible vessel. Any additional license
assigned to an eligible vessel will be credited with the catch history during the
Component 10 period of the eligible non-AFA trawl CP from which the license
arose, except that no history can be assigned to more than one vessel at a given
time. The catch history of any eligible vessel which has sunk, is lost or becomes
inoperable, or becomes otherwise ineligible during or after the qualifying
period will be credited to the license of that vessel.

This language is intended to clarify that the only licenses which can bring history into the
sector are those which arose from an eligible vessel, as defined in the CP buyback
legislation language. If the vessel has been lost, the history can still be stacked on
another eligible vessel through the license.

Component 8 - Establishes the licenses that will be authorized for participation in a
cooperative and to receive a cooperative endorsement. Component 8 also establishes
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the number of licenses required before the cooperative is allowed to operate. No later
then Decemlfer 1 of each year, an application must be filed with NOAA Fisheries by
the cooperative with a membership list for the total year.

A co?perative endorsement will be assigned to one license for each vessel meeting the
qualifications of Component 7. Additional licenses assigned to a vessel will not count
toward the coop formation threshold, but will receive a cooperative endorsement
provided that:

Option 8a3  the license was used to catch 150 mt of groundfish with trawl
gear on a vessel qualified as an eligible non-AFA trawl CP, and processed that fish
hetween 1997-2004

This language is intended to clarify that additional licenses may be stacked on eligible
vessels, but do not bring in additional ‘voting power’ in coop formation. 1f the license(s)
was: used on an eligible vessel, to catch with a trawl and process at least 150 tons of
groundfish during between 1997 — 2004, they will be given a cooperative endorsement.

In order to operate as a cooperative, membership must be comprised af at least two
separate entities and must be:

Option 8b1 At least 15% of the vessels (replaces ‘licenses’ in the motion)

As explained in the EA for Amendment 80, setting a low threshold for coop formation
minimizes the chances that a vessel could exert undue leverage within a coop, or that a
vessel would be unable to form a coop with other likeminded vessels. Replacing the
word ‘license’ with ‘vessel’ clarifies that this program is vessel-based; that is, only
eligible vessels can participate and each eligible vessel counts as one unit toward
cooperative formation.

Component 9 Determines the method of allocation of PSC limits and groundfish
between the cooperative and eligible Non-AFA Trawl CP participants who elect not to
be in a cooperative.

Option 9.1  Catch history is based on total catch.

As discussed under Component 3, the formula used to allocate catch history within the
sector is different from that used to allocate history between the non-AFA trawl CP sector
andother sectors. When allocating between sectors, an Incidental Catch Allowance is
used to assure that all sectors have adequate incidental catch to conduct their traditional
fisheries, even in those cases where they may have no retained history. In that situation,
sectors with retained history (i.e., sectors which really do make use of that species)
receive an allocation to support a directed fishery, and those with no retained history are
protected by the ICA.

87
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Within the sector, there is no mechanism like an ICA to protect vessels from the
shertages that could occur in one or more species allocations. If a vessel is credit with
only its retained history, even in a coop situation it could be difficult to balance out the
entire suite of history it needs to continue in its traditional fisheries.

There is another dynamic which enters into the discussion within the sector: different
vessels in the same fisheries have varying levels of retention. As shown in both the
Amendment 79 and Amendment 80 analyses, retention levels correlate directly with
vessel size. Larger vessels, because of larger hold space, larger freezer space and more
personnel are able to put up lower-value products while still maintaining economic
viability. Smaller vessels, with limited hold capacity and processing ability, simply
carmot retain those species or products. This is not a matter of a ‘better’ or ‘worse’
operation; it is simply the result of the size of the platform.

Anaallocation within the sector based on retained catch over retained catch credits higher-
retention vessels with even more than their actual catch, while lower-retention vessels ate
credited with less than their actual catch. Consider the following example. Assume a
TAC of 300 tons which is fully caught between three various-sized vessels as follows:

Vessel Total catch (mt) | Retained mt | Total/total Retained/retained
A 100 %0 100 1125

B 100 80 100 100

C 100 70 100 87.5

Sum 300 240 300 300

In this example, three vessels (A, B and C) catch an equal amount of fish (100 tons
apiece). Vessel A has a higher retention rate (90%), while B and C have lower rates
(80% and 70% respectively). Allocating based on total catch over total catch credits each
vesse] with its actual catch (100 tons). However, allocating based on retained catch over
retained catch credits vessel A with 12.5 tons more than it actually caught, and vessel C
with 12.5 tons Jess than it actually caught,

While the argument could be made that vessels with higher retention ‘deserve’ more
allocation, the analysis shows that the retention rate is strongly affected by the
operatiopal characteristics of the vessel itself, not the operator. Smaller vessels have
lower retention rates at least in part because of their size. We believe that allocating
based on retained over retained is not equitable within the sector because it disadvantages
smaller vessels.

(Note that when allocating between sectors, differential retention is not a result of vessel
size, it is a result of dependence on the fishery. Large vessels may have little to no
retention if it is not a species they are interested in, while smaller vessels may retain
relarively more if it is a target for them.)
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PSC within the sector will be assigned to allocated target species and Pacific cod based

onithe average use of PSC in that fishery from the years 1998-2004 ressed as a
ercent of the total PSC allocation to the sector. Each eligible vessel will receive an

allocation percent of PSC for each allocated tarpet species and Pacific cod equal 1o its
rgportion of the catch histo the allocated fishery. This PSC allocation percentase

will not change from year to year (i.e., will not fluctuate annually with TAC).

This langnage has been added to clarify that PSC will be assigned to a fishery group
(species) based on the sector-wide average use from 1998 to 2004. For example, the
analysis shows that from 1998-2004, the rock sole fishery accounted for about 21% of the
total halibut used in the sector, when caleulated using the total (not retained) amount of
rock sole caught. Therefore, 21% of the sector’s allocation of halibut would be credited
to the rock sole fishery. Each vessel would be credit with a portion of that halibut equal
to its portion of the rock sole fishery (i.c., a vessel with 10% of the rock sole history of
the sector would receive 10% of the halibut assigned to the rock sole fishery group).

Onee these allocation percentages are determined, they will remain fixed. Fluctuations in
TAC will not change the allocation of PSC within the sector. In this way, if a given TAC
wete to drop significantly, vessels which depend on that species will have PSC available
to trade for TAC in another species; they won’t be totally disenfranchised. Since the
percentages remain the same, the total numbers (mt of halibut and number of crab) will
not change unless the amount available to the sector as a whole changes, as when a crab
biomass threshold is reached.

Component 10 - Determines which years of catch history are used for establishing
cooperative allocations. The allocation of groundfish between the cooperative and
those eligible vessels wio elect not to join a cooperative is proportional to the catch
history of groundfish of the eligible vessels included in each pool. Applicable PSC
limits are allocated between the cooperative and non-cooperative pool in same
proportions as those species that have associated PSC limits. The catch history as
determined by the option selected under this component would be indicated on the
Sector Eligibility Endorsement, which indicates the vessel’s membership in the Non-
AFA Trawl CP sector. The aggregate histories would then be applied to the
cooperative and non-cooperative pool.

Option 1: Based on sclecting the highest percentage allocation for each
company, by species, using total catch of the vessel over the total catch of the
sector for the following suites of years. Different years may be chosen for
different species.

1997-2003 drop 2
1997-2004 drop 2
1997-2004 drop 3
1998-2004 drop 2

e9 .






